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For over 40 years, Hughes 









der in defense and space elec- 
tronics, systems engineering, 
and satellite communications. 
Designing, building, and deliver- 
ing advanced technology for 
-domestic and foreign govern- 
‘ments, the military and com- 
mercial customers. 
A WORLD LEADER 
We've been a leader in space 
communications and space vehi- 
cles. We developed and built the 
first spacecraft to soft-land on 
the moon, and the first satellite 
for geosynchronous orbit. We 
also pioneered satellite commun- 
ications for private business, and 
-have built more than half the 
communications satellites used 
ie United States and other 
e World countries. 














proud of the way it's helpi: 
ory of mankind? 


ircraft Company has been a world 


Hughes is a leader in pulse 
Doppler radar. We developed the 
first look-down shoot-down radar 
system, the first track-while-scan 
radar for a tactical aircraft, and 
the first radar system with multi- 
shot, air-to-air capability. 

We revolutionized the air- 
intercept missile business in the 
1950s with the first radar-guided 
air-to-air missile. And we devel- 
oped and built the first air- 
launched anti-tank missile, as 
well as the first launch-and-leave 
imaging infrared homing air-to- 
surface missile. 

In Large-scale, Real-time 
Command and Control Systems, 
Hughes air defense systems pro- 
tect over one billion people in the 
United States and 22 other Free 
World nations. And we develop 
and build air traffic control 





Malcolm R. Currie 
Chairman of the Board & CEO | 
Hughes Aircraft Company 


nology. And I'm proud to say, = 
































systems, plus ground-b 
command and control infor 
tion systems. M 

Hughes also excels in I 
and electro-optical system: 
built the first working laser, t 
first high performance therm 
imaging system for nighttime 
vision, and the first long wave- - 
length infrared sensor flown | 
in space. 


_ EXPANDING OUR VISION | 
At Hughes, were continually — 
expanding the frontiers of tech- _ 

















whether its to keep our nation 
strong, extend the freedom of © 
thought through telecommuni- - 
cations, or expand industrial 
horizons, all of us who work at - 
Hughes will continue to expand 
our vision—to meet tomorrow s - 
needs today. 
























“My Rolex will be my life-long partner.” 


It was a cold January in New 
York in 1976 when the bright 
lights of international ie: coii 
first shone on Yoko Morishita. 


incredible 
performance with the American 
Ballet Theatre, The New York 
Times ventured a p! 'ophecy. 
"Perfect positioning ,impecc 'able 
balance - her every gesture 
guarantees Yoko Morishitas 


[n its review of her 


destiny as a classical ballerina.” 


Today the international ballet 
world is indeed aware of Yoko 
Morishita. She has now danced 
with such brilliant partners as 
Fernand Bujones, Jorge Donn, 
Balee Inharm and the great 
Rudolf Nureyev. Such classic 
pairings are a measure of Yoko 
Morishitas superb technique, 
which is winning her an ever- 
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growing following. 

Though gifted with enormous 
natural talent, Yoko Morishita 
disdains terms of adulation such 
genius. . She sees the attain- 
ment of perfection as a sti uggle 


as 


of ceaseless effort, unwav ering 
intensity. 

wear out a pair of toe shoes 
every day, she says. Human 
muscles hav 'ea short memory, SO 
daily prac tice is important to 
me. If I miss one days practice, 
I| notice the slack. If I miss two 
days, my partner notices. If I miss 


three days, the audience notices. 


Before every performance 
Yoko Morishita asks someone 
in the wings to give her a quick 
critique. In this way her efforts 
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to improve extend into her actu- 
al performance. It was dedica- 
tion of this order that made her, 
in 1985, the first Japanese to win 
what is considered the highest 
honour a dancer can rec 

the Laurence Olivier Prize. 

But even this, the most prized 

" her awards, only inspired 
be Morishita to become even 
better. “I hope that I continue 
to work with excellent dancers, 
she said. "Its a very good way 
tor me to improve. 

Yoko Morishita has another 
partner, not mentioned in the 
programmes: her Rolex Lady- 
Datejust. "This watch does not 
merely keep time, it is also ex- 
quisitely graceful,” she V 
told us. “It will be 


my partner tor life” ROLEX 
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for Bush, : too, 
two, three of S 
reforms, page 77. 


Hawke clipped 
Bob makes it, jt ; 
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78 Japan plans trade concessions 
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83 The SEC’s battle to regulate futures 
84 Holland's banking merger 
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86 Canadian banks take on America 
86 How to steer monetary policy 


| Undertaxed Ameri: 


New talk of tax reform and 
perhaps, of new taxes, page 29. 
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West German firms head: east n 
seatch of a second economic 
miracle, page 81. 7 
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"terest rates, trade, currencies, plusa closer look 
at Austria, stockmarket turnover and Brazilian. 
commodities 
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Japan will make new concessions 
to Ámerica, page 78, in order 
make i ts economy stronger, 
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role 4or California 


—Both your leader and your 
rticdle on California's role in 
nerican politics (March 3rd) 
d to mention one of the 
nain reasons why Californians 
eel left out of the process of 
hoosing a president. The major 
oadcasting networks consis- 
ly declare a winner in presi- 
ial elections while the polls 
still open on the west coast. 
l agreed not to in 1988, but 
lid so anyway.) This makes 
y Californians feel that their 
tes cannot affect the final re- 

t, so they don’t: bother .to 


rnians, “Ronald E 


zn Nixon. and the late Earl 


sion proclaim presidents before 
alifornia' s vote is heard. 


i national | eret t. Candidates 
ov | fine inordinate amounts 


7 an poea in Caloris 
| -only be telegenic and 
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. The remaining se 
of us are cared of seeing par 
select candidates and televi- - 
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well financed. With a June pri- 
mary coming at the tail end of 
the season, candidates rely more 
heavily on television now than 
in a March primary because it is 
the early primaries that give na- 
tional name-recognition. Retail 
politics is alive and well in this 
state; see it in action at the Cali- 
fornia State Democratic Con- 
vention in Los Angeles in April. 
San Francisco JAMES HERLIHY 


Si&— Your article on California 
seeking to seize greater power in 
the presidential-election process 
was excellent. But, in my opin- 
ion, it did not go far enough. 
Since the expansion of prima- 
ries across the nation in 1972, 
the political parties have effec- 
tively lost their power over the 
lection process of presidential 
candidates. The new system has 
also changed the focus of our 
presidential elections from issues 
to personalities. In 1960, for ex- 
ample, when John Kennedy ran 
for president, there were only 16 
primaries in the United States. 
In 34 states, delegates to the na- 
tional conventions were chosen 


by state conventions or by party 


bosses. One can make the argu- 
ment that we have moved to a 
more democratic selection sys- 
tem. At the same time, because 
of the intense search into the 
background of candidates that 
has been triggered by the new 
system, many highly qualified 
Americans decide not to run for 
president, depriving us of better 


- choices we had in previous years. 


As a result, in recent years, we 
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have elected some 


who would not even have won 


their party nominations under 
the old system. It is clear changes 
are needed in the selection sys- 
tem before the 1992 elections. 


London PIERRE SALINGER 
Co-operative Reuters 


Si&—l was impressed by your 
well-informed article on “Auto- 
mating financial markets” 
(March 10th), but would like to 
set the record straight on Reu- 
ters policy in this field. 

Reuters is backing automated 
trading because it cuts transac- 
tion costs to an extent which we 
believe makes its success in due 
course inevitable. But our policy 
is to co-operate with established 
exchanges, including those that 
continue to operate trading 
floors. We think we can help 
them make the transition to 
automated trading smoothly and 
at reasonable cost. 

The photograph of me that 
you refer to, taken in Trinity 
Churchyard in New York, was 
arranged by a magazine, Manhat- 
tan, Inc, which had shortly be- 
fore photographed me against 
the background of St Paul's Ca- 
thedral in London. The two pic- 
tures were supposed to have il- 
lustrated the international 
nature of Reuters services. It was 
certainly not my intention to 
make a point about the early de- 
mise of trading floors in New 


York or anywhere else. 
GLEN RENFREW 
Managing director 
London | Reuters 





Sexism in financial markets 


Sij— That The Economist is sub- 
tly, and not so subtly, sexist is of 
course a major moral flaw. What 
you may also ponder on is that it 
shows your writers and editors 
to be reflecting, in your out- 


moded social prejudices, the rel L4: 
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K ecline of Britain. You do 
not for a moment imagine that 
such “humorous” drawings 
would be published by a self-re- 
specting New York magazine? It 
is not so much that they would 
be considered offensive in 
America. Rather, they are, 
aren't they, just a tad passé? 
Cambridge, 


Massachusetts 





L. KOERNER 





Skipping a beat 


St&— With reference to "Here, 
of all places" (March 3rd), in 
which you erroneously ascribe 
the slogan "Heartbeat of Amer- 
ica" to Chrysler (it is of course 
Chevrolet!), I am reminded of a 
story told to me by my mother 
While doing market resear... 
in London in the late 1940s on a 
toothpaste campaign— Did you 
Maclean your teeth today?" — 
she was stunned to find that 
many people, when asked, oddly 
associated this with whichever 
brand they personally used. 
Maybe consumers aren't quite as 
impressed by or aware of cam- 
paigns dreamed up by the ad 
people as we imagine. 
New York MARK REINISCH 





Amen 


Si&— Though one is likely to 
find the poor—die Armen—in 
church ("Another sort of di- 
vided Germany", March 3rd), 
one will certainly hear amen— 
Amen-—-said there; thus it is so 
sicher wie das Amen in der Kir 

that the southerners will cot... 
flooding back after unification. 

Cambridge MARTIN MORGAN 


Latest EIU Briefing No 2032 
German Politics and 
the Green Challenge 

| The December 1990 general election | 
to elect the government of the largest. f- 
economy in Europe will be fought in 
part over environmental issues. This 
EIU Briefing describes the different 
policies of West Germany's main 


parties. It discusses those that could | . 
come into force from 1991, setting — 
the environmental agenda for the 
Europe of the jet 


Price including postage; UK & Europe £95; 
North America 58190. r5 of World £100. 


The Economist Intelligence Unit 
veg Dept (MU 215 Park Avenue Saath | l 
40 Duke Sest ' E 


New York, NY 10003 dm 
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25-£A0K + Benefits + Car 


When a large Government department wanted to 
develop a stock control system using.a structured 
development methodology for the first time in their. 
experience, they found KPMG Peat Marwick. . 
Management Consultants was the logical choice 
for the job. 


Logical, because Wo have a highly developed ability 


to explore the business needs of, and to provide 
precisely the right large systems solutions for, even 
the most complex of organisations or tasks. 


On this occasion, by providing team leadership and 
working closely with the users we could generate a 
clear picture of the department's business needs 


and those of the users. We then led the client team _ 
which developed a system. which met those needs _ 


precisely, training the users so that they could use it 
to the full. 


unaided to new y developments, 


This success storyis just one example of where our 
expertise has been tapped. Finance and insurance, 
Oil and Gas, Retail and Healthcare — all have 
benefited from the results of our structured - 


TT to financial. management systems based. 
on business needs, and the methodologies we have 
developed to implement those systems. 


An approach which. translated into career 


deveinpmant terms, co ATN the S lodi ^ 


| (ws sim would like rini to lead porii jÀ p 
several years' system 
implementation/enhancement experience. All you 


3 accounting and systems 


are waiting for is the right environment — one which 


-will allow you to make the most of your skills while - 
enabling you to discover and develop new ones. . 

" An environment where excellence and true - 
professionalism is the order of the day and where - 


personal ability and fchievement are both - 
recognised and well rewarded. 


In short, an environment like ours. 


If you would like to fi d out more about j joining us as 
a Financial Management Consultant, 
write with your CV, quoting reference LSGM90E, t to 


‘Adrienne Rosen, KPMG Peat Marwick - 


Management Consultants, 1 Puddle Dock, 
Blackfriars, London ECAV 3PD. 











Landell Milis Associates qui offre dei: services d'ingénieurs-conseils et de 
» gestion de projets financés par des Organisations d'Aide Internationales 


dans le domaine agricole et autres domaines liés à l'agricultute dans le 
monde entier, étend ses activités en Afrique. 


: Nous sommes actuellement à la recherche d' experts pour des missions 
. de longues durées en Afrique de l'Ouest Francophone dans les 
disciplines suivantes: 


Gestion de projet Préférablement un Economiste avec capacité de 
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KUWAIT INSTITUTE FOR SCIENTIFIC RESEARCH 


Kuwait Institute for Scientific Research (KISR) is a non-profit 
orgarmsanon with a staff of more than 1,000 employees 
enda in applied research in the fields of environmental 
earth sciences; water resources; food resources; engi- 
seed petroleum, petrochemicals and materials and 
techno-economics. 


KISR has a vacancy for the following field: 


ECONOMICS 


6 The role envisioned for the selected candidate would be 
that who lead a group of economists from different 
_ disciplines; direct economics program: research activities; 
~ lead research projects and contribute to the overall train- 
ing program. — 


© Qualifications 
Applicants should have a PhD in Economics with 15 years of | 
experience in research or teaching and proven track record 4 
in directing and leading research teams and in 
publications. 


KISR offers attractive tax free salaries commensurate with 
qualifications and experience and generous benefits that 
include gratuity, free furnished air-conditioned accommoda- 
tion, school tuition fees for children, contribution to a savings 
plan, six weeks annual paid vacation, air tickets, free medical 
care and life insurance. 


Interested applicants are requested to send their curriculum 
vitae with supporting information not later than one month 
from the date of this publication, to: 





gestion financière, 10 années d'expérience de: 
direction d'équipes (expatriés et nationa ux) dans 
des programmes multi-secteurs. 3 


Eco omiste/ - Evaluatión d'investissement/planification de 
; Analyste Financier projets, suivi et évaluation. 


: Agronome Expérience en conservation des sols et de l'eau. 
ce ae T Vulgarisation et formation avec accent sur 
traction animale, ~ 7 
Gestion de projets concernant de petites unités 
fermiéres, 















Ingénieurs 
agricoles 














Expérience en vulgarisation des cultures en zone 
sahélienne avec accent sur la mécanisation, 
| .  ,, Firrigation et la traction animale. 
| Gestion deforéts Capacité de planification, de vulgarisation et de 
fe formation avec expérience en retorestation, agro- 
| sylviculture communautaire, fourrage. | 
( Pécheries/ | 7 Technologues, économistes ou gestionnaires de 
Acquacu ture pécheries ou d'acquaculture. — 
Les salaires seront compétitifs internationalement: Les candidats 
j] doivent parler couramment le Frangais et avoir un minimum 
|. d'expérience professionelle de 5 a 10 ans. Priére envoyer curriculum 
. vitae confidentiellement à: 
‘Mr Bill Denne, Director, Africa Division 
< Landell Mills Associates 
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C i IEF E X ECUTIVE | MINISTRY OF DEFENCE, NEW ZEALAND 


The new w Ministry of iBelonbs began operation in October 1989, and the process of establishment is still 
under way. The position of Chief Executive has been filled on an acting basis since December. 


The key functions of the Ministry are to. provide the Government with advice on defence policy and funding, 
to manage the procurement of defence equipment, and to audit and assess the performance of both the 
New Zealand Defence Force and the procurement system in carrying out the Government's requirements. 


The Chief Executive will be responsible to the Minister of Defence for completing the establishment of 
the new Ministry, for managing the Ministry and ensuring that all its functions are discharged effectively 
and efficiently, and for developing an effective working relationship with the Defence Force. 


The app D ointee will need to be a person of broad interests and understanding, with advanced policy, 
economic and strategic analysis skills. He or she must have the ability to advise the Government on New 
Zealand's defence needs in the context of an evolving world situation. Other attributes required i include 
leadership and resource management skills of the highest order, and demonstrated skill in management 
at the top level. The successful applicant will also need to demonstrate a commitment to equal employment 
opportunities and the ability to recognise the implications of the Government's partnership DURUM. 
deriving from the Treaty of Waitangi. : 


The appointment will be made by the State Services Commission under 
Section 35 of the State Sector Act. 





Appl ications close on Friday 13th April and should be addressed to Warwick Harvey, 
PO. Box 2459, Auckland, NZ. Ph (64-9) 390-669 Fax (64-9) 393-796. 





NEW ZEALAND — 


A member firm of DRT International. 
























Applications are invited from qualified specialists to implement the World Bank and African Development Bank assister 
Forestry Development Programme in Nigeria. The positions are: | -D MEL 


^ Qualifications requ e | j IE - ah | ins ANG ex | 

^. Project implementation. At least seven years of experience in project monitoring and evaluation required; documented. 

|» publicatior orts in monitoring and evaluation are required and should be submitted with application. Experience in Africa 
desirable. Candidates should be able to carry out analysis by means of micro-computers. E 


_ Qualifications required: The Silviculturist should have a degree in forestry and postgraduate qualification with at least seven 
“years experience in afforestation and nursery production under arid and semi-arid conditions. He should have had considerable 
' experience in planning for implementation of research programs and in translation of results into workable plans. He must be 
a effective team leader. In addition to fluency in written and spoken English a working knowledge of French would be an 
advantage. | | | T : 


Qualifications required: A good University degree in Economics, Forest/Agricultural Economics, or other related discipline, with ^ 
at least ten years post-qualification experience in sector planning, modelling and evaluation. Experience in use of computers for 
planning and evaluation is required. : | 


Qualifications required: A good University degree in Forestry/Agricultural Extension, Mass Communication, or in related 
discipline, with post-qualification experience in extension of not less than seven years. Appreciable knowledge of and 
experience in modern extension techniques involving rural people in a tropical country are essential requirements, so also is an. 
aptitude for development and training of extension staff. Experience in working on T & V System of extension is desirable. — 


Qualifications required: Degree in accounting, ACA or CPA, member of a recognised professional body of accountants. 
Experience in financial analysis is desirable. The Financial Controller should have leadership qualities and have at least seven. 
years experience at a senior level in a large public corporation or equivalent commercial experience. Experience in large scale ~ 
development projects and use of computers are required. : | 


Qualifications required: A graduate forestry utilisation specialist or Economist with experience in marketing and utilisation of 
forest products. At least seven years experience is required. Experience in Africa is desirable. . . PM | 


The successful candidates will be initially offered two year contracts. Emoluments comprising a basic salary, overseas allowances 
and terminal gratuity will be within the range of US$20,000 to US$25,000 per annum. An additional cost of living allowance 
equivalent to US$7,500 to US$9,000 is paid in naira in Nigeria. All payments are free of Nigerian tax. Other benefits include 
allowances for dependants, education, installation and shipment of personal effects; free housing and utilities; paid home 
leave of 30 working days. | 


Candidates are required to submit five copies of their personal data, certificates and other credentials. The pérsonal data should 
contain the following information: | 


Applicants applying for more than one position should submit separate applications for each position. The covering envelope - 
should clearly indicate post applied for. ; 


Full name 





FEDERAL MINISTRY OF AGRICULTURE 
AND NATURAL RESOURCES 


Forestry Management Evaluation and Co-ordinating Unit (FORMECL 
^ MN PMB 5040 at a eg 
IBADAN, NIGERIA 


VACANCIES 




























_1. MONITORING AND EVALUATION SPECIALISTS 


degree in forestry or related discipline with additional postgraduate qualifications and expel ence it 





2. SILVICULTURIST 


_3. PLANNING CO-ORDINATOR _ 


4. FORESTRY EXTENSION EXPERI 


5. FINANCIAL CONTROLLERS _ 


6. FOREST UTILISATION AND MARKETING EXPERT | 


TERMS AND PAYMENT 


METHOD OF APPLICATION. 


Title of the post applied for 


Current contact address (in addition to PO Box address) 
Permanent home address 

Date and place of birth 

Sex 

Nationality 

Marital status and number of children with ages : | | 

foal and professional qualifications (with dates, name of institution attended and degree/certificate 
obtaine 

Working experience (positions held with dates, duties and responsibilities with special achievements) 
Name and address of present employer | | mM mM 
Present rank, designation and salary 

Names and addresses of three referees, one whom must be the head of your current department. 


All applications should reach: 
S. P. Nair, Managing Director, Agroman Ltd, 34 New Cavendish Street, London W1M 7LH 


‘not later than ONE MONTH from the date of this advertisement. Only short listed candidates will be invited for interviews. - p. 
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man feted hs | year as the Liberator of 
nd Prague has already shown 
cin Lithuania to be 







bachev draws ad fiction between the So- 
. `t empire in Ea tern Europe and the Soviet 
' ...ipire at home. Some differences there are, 
but the central point is identical: Lithuanians 
have as much right peaceably to decide their 
own future as Poles and Germans do. If Mr 
Gorbachev is willing to acknowledge this, he will find a way to 
back his armoured cars out of the Lithuanian dead-end they 
have gone into this week. But if his real intention is not to 
release the captive parts of the Soviet empire on any reason- 
able terms, he will use the power—and the firepower—at his 
disposal to break Lithuania. That is when the West will have 
to show that it no longer finds Mr Gorbachev a man it can do 
business with. 

By midweek nobody could tell whether Mr Gorbachev 
was trying to press Lithuania to the negotiating table, or to its 
knees. He has said repeatedly that he does not want to stop 
the Lithuanians from leaving if they are bent on going, only 
that they must leave by the official exit. The trouble is that no 
such exit now exists, and the one being hastily constructed 
has a jerry-built feel to it. 

A draft "treaty of the union’ old malle membership of 

-> new Soviet Union “voluntary” for any republics that 
want to sign up. Confusingly, a draft law on secession is also 
being prepared to mark the way out for those who want one. 
Meanwhile, both sides say they want to talk. But Mr Gorba- 
chev wants to discuss how the parting should be done under 
not-yet-written Soviet law; the Lithuanians say they never 
asked to join the Soviet Union in the first place, are no longer 
part of it, and want to talk only about dividing up the assets. 


The man behind the guns 

If the choice is between independence now, with the risk that 
it will end in blood and tears, and independence a couple of 
years from now with Mr Gorbachev's belated blessing, might 
the Lithuanians not do better to wait? The first part of the 
answer is that the choice was theirs, freely expressed. In the 
recent election to Lithuania's parliament, four-fifths of the 
^. voters (enough surely even for the grudging Mr Gorbachev) 
- cast their ballots for nationalist candidates who had cam- 
.. paigned openly for independence now. 

^. . Theother part of the answer is that if Lithuanians had left 
matters in Mr Gorbachev s hands, there would not be even 















resisting the idea every step 
Gorbachev understandably wan 
done so as not to damage legitimat 
terests—in security, for example. If 
ers were in the process of discussing reaso 
able mechanisms for secession—a lo 
electoral hurdle (60% approval, say) an 
short waiting period—Lithuanians woul 
have reason to be co-operative. Instead, 
tells them “trust me”. They have reason not to. ue 

Mr Gorbachev said that he would not use force in Lithue 
nia. He has already gone back on his word. Trundling: 
armoured carriers and guns past the parliament, using sol- 
diers to take over party buildings, forcibly rounding up young. 
Lithuanians who had deserted from the Soviet army: eac 
new action has raised the level of violence. Only a determined. 
lack of resistance by the Lithuanians has prevented blood- 
shed. Mr Gorbachev is in a difficult spot. Yet he has o 
himself to blame if he now finds compromise harder. If 
backs away he will appear weak to the army, KGB and party 
chieftains who are pressing him to stop the unravelling of the 
Soviet Union. Even a stand-off between tiny Lithuania and 
the mighty Kremlin would make him look foolish. d 

Mr Gorbachev may be hoping that he can force Lithuania: 
back into the Soviet fold without firing a shot. He could try 
oust, even arrest, the elected Lithuanian government and: 
his new presidential powers to impose direct rule from Mo 
cow. Or he could show who holds the reality of power: h 
could try to ignore the Lithuanian parliament, allowing 
strut and fret in the privacy of the parliament building, 
using Soviet troops and militiamen to control borders, « 
traffic and keep goods flowing to and from Lithuanian 
tories. Failing that, he could rupture Lithuania's eco 
overnight, simply by turning off the taps that supply t 
gas and electricity. i 

Outsiders need to make it clear that he cannot do any 
these things without paying a price. So far the West has 
sponded to calls for help from Lithuania’s president with prc 
fessions of moral support and advice to Mr Gorbachev to 
off. Western governments have been rightly cautious. T 
should not encourage Lithuanians to take risks they wo 
otherwise have avoided by suggesting that the West mi 
ride in to the rescue. a 

But caution is not inertia. A Moscow-dictated endi l 
uania's bid for freedom would warrant a stark west 
sponse, scaled according to how much force had be 






















































pe and GATT; moving on to a halt to credits, trading fa- 
irs and government guarantees for western companies do- 
business in the Soviet Union. 

Some people will argue that Mr Gorbachev is embarked 
too vital a reform to be subiected to sanctions if he crushes 
huania. But if that is the course he chooses, he will be say- 
g that he is not the man—and he does not see the Soviet 


L3 ASHED, bothered and bludgeoned by America in their 
! never-ending trade rows, Japan is set to adopt the most 
ning ploy of all. It is going to give in, and do virtually 
rything that America is demanding of it. The first signs of 
have come with Japanese concessions on imports of satel- 
and supercomputers, and with new proposals on disman- 
tling "structural impediments” (see page 78). This is part of a 
vider move to shift Japan’s emphasis away from producers 
and towards consumers, which could not have happened 
without foreign pressure. The irony is that this shift will make 
apan’s economy, and quite probably its exporters, stronger 
rather than weaker. 
.. The Japanese realise that their country’s postwar success 
has been lopsided. For the past 40 years most government 
initiatives have been aimed single-mindedly at turning Japa- 
nese steelmakers, shipbuilders, car companies, electronics 
firms, banks and brokerage houses into world-beaters. But 
e Japanese people have been made to pay dearly—through 
gh prices in the shops, cramped homes and a third-world 
vel of roads, drains and parks. Their lives have improved 
eatly, but not by as much as they might have. 
In a survey published recently by Japan's leading financial 
spaper, Nihon Keizai Shimbun, four out of five people 
ioned said Japan should respond favourably to Ameri- 
equests for "structural" trade barriers to be torn down. 
ould be good for Japan itself and it would improve their 
quality of life, they said. Two out of three respondents 
1 wanted to see rice (the most sacred of Japan's protected 
arkets) imported from abroad. | 
So far, so unsurprising. Japanese consumers ought to 
int a better deal. The real surprise is that officials, business- 
en and politicians are becoming prepared to give it to them. 
itil now, vested interests have prevented that; those who 
üld lose from change—allowing rice imports, dismantling 
big-store law that prevents efficient retailers from expand- 
encouraging urban farmers to sell spare land, breaking 
informal cartels in industry —have thrown political road- 
ocks in front of those who would gain. 2 
_ For shifting the roadblocks, much of the credit must go to 
he United States. Threats of American. reprisals have 
trengthened the hand of those in Japan who want change, 














~~ Union as the kind of place—that the West had 


an is poised to shed its remaining protection and inefficiencies—to make itself stronger 


that the West had been led to. 
expect. In Georgia last year, when Soviet troops left 20 dem- 
onstrators dead, Mr Gorbachev could pin the blame on oth- 
ers. When Soviet tanks crunched into Azerbaijan to restore 
Communist power, he could point to the slaughter of Arme- 
nians by Azerbaijanis as an excuse. Further moves on Lithua- 
nia's peaceful, democratically-done rebellion will be some- 
thing else entirely. Violent suppression in Lithuania would. 
mark the beginning of the end for the sort of perestroika that 


has promised a truly changed Soviet Union. 








and they include much of big business. The feeling is growir _ 
that filibustering is not enough to prevent trade war. Flam- 
boyant "concessions" must be made. For a start, the retail- 
store law is likely to be suspended in the near future, at least 
in Tokyo, Osaka and Nagoya, and it will probably be. 
scrapped altogether within a couple of years. More public 
money is to be found for building roads, airports, bridges, 
tunnels and sewage plants. Japan's lame antitrust law will be 
strengthened with tougher fines and prison sentences. 

But there is more to it than this. There is a strong sense 
that Japan's economy is at a turning point, a sense. made 
sharper by this year's tumble in the Tokyo stockmarket. Now, 
Japan is going to need new sources of economic strength — 
like the changes that America is demanding. | 


Think what an efficient Japan could do | 
Is it fanciful to argue that opening markets will make Japan 
stronger? Removing blockages and inefficiencies in an econ- 
omy as mature as Japan's is not like lowering a drawbridge 
and allowing barbarians to pillage the innocent, defencele-- 
natives. Blockages are a burden on the domestic economy ; 
much as on importers, so removing them alters all kinds of 
economic behaviour. p mE 

In Japan's case, its marginal farmers, manufacturers and 
shopkeepers will, without protection, be forced to shape up 
or get better-paying jobs elsewhere. Much of the country's 
wasteful over-employment will be wiped out. Resources will 
shift to more profitable uses. The inputs bought by other Jap- 
anese firms will become cheaper and/or better. Japanese con- 
sumers will have much more money to burn—on Japanese- 
made goods as well as on imports. mE 

To say this is not to sneer at America’s efforts. Rather it is 
to argue that those efforts have little or no bearing on trade 
balances. Removing impediments may reduce Japan's surplus 
or it may increase it—there is no way of knowing in advance. 
Where both sides are playing a dangerous game is in using 
movement in those balances as a measure of success in trade 
talks. À better measure would be the total volume of trade 
between the two partners. Removing impediments and ineffi- 
ciencies should certainly help expand that. E a 
























h insurers 


The collapse of London United Investments will cost the City 


more face than business 









AKY is the City of London's reputation these days 
»e mere whiff of insolvency at a large but little- 
| n specialised insurance company is enough to prompt 
i -prophecies of doom for Europe's chief insurance centre. On 
March 25th regulators told the main insurance subsidiary of 
London United Investments (Lun, the biggest underwriter of 
_ American liability insurance in the London market, to stop 
- taking on new business because it has too little money to pay 
. old claims. Elsewhere in the City, large underwriting losses by 
the Outhwaite syndicate at Lloyd's (doing much the same sort 
“business as London United's) are accelerating an already 
-atp drop in Lloyd’s external membership. Not since the 
` collapse of Vehicle and General two decades ago, thunder the 
headlines, has London's insurance market suffered such a 
blow. Really? 
LUI's demise was both predictable and predicted. Through 
its:two main subsidiaries—H.S. Weavers, an underwriting 


agency, and Walbrook, the insurance company that Britain's _ 


trade department has now banned from new business—it 
tan, and underwrote 5596 of, the "Weavers pool". The pool 
‘placed business worth £370m (then $659m) in gross premi- 
ums in 1988. It specialises in American "long-tail" liability, 
insuring risks from, among others, pollution, asbestosis, pro- 
fessional malpractice and product liability. These often take 
decades to declare themselves. Virtually all insurers in this 
line of business have suffered; those who concentrated most 
on it (including LUI and Outhwaite) have suffered most. Rates 
set sometimes ten or 15 years ago have been shown, painfully 
slowly, to be inadequate. American courts have done their 
utr ost. “to expand corporate responsibility and increase 
<” *vards. Stockbrokers and insurance brokers were warning 
`- ients against London United almost a year before the regu- 
ators. blew the whistle on Walbrook. 
“What happens now depends partly on how bad the pain 
proves to be. Outstanding claims against LUI may be more 
than brokers’ rough estimates of £700m. Nor is it clear how 
much business was reinsured, and where: a chunk is bound to 
show up in London, some of it at Lloyd’s. A rescuer has 
















: 'OTHING concentrates the mind of a policia like the 
hreat of losing his seat. That threat grows ever more 
remote for the typical member of Congress, who is now less 
likely to be defeated every two years than the average member 
f the House of EE is to die over r the s same period. Yet, 





 surers were prepared to let it go in the f 


. New World at the expense of the Old. Mor 


America' s money politics 


p How to stop cnsionmes selling their souls for the money to get themselves re-elected 





stepped in for Weavets—Anglo-Americán,: an 
company which had been underwriting 45% of it: 
sO American liability coverage will continue to 
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nentali en psa never been as keen 
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London for the Europeans | 


ing insurance companies in Brun. London 

bring at least two improvements. > x 
The first is a better geographical spread of ! 

don (and British) insurers have mostly con 


the risks that Lloyd's of London insures are in | At 
Lloyd's is trying to cultivate continental business, but a 
of the total this has a long way to go. Several of Britai i 
composites have had to hack their way painfully out of losses 
on their American operations, delaying their assault on Ei 
rope's newly opening markets. A single market in insuranc 
services is gradually emerging—from July largish European 
companies will be free to buy policies from any authorised 
provider—which offers a challenge and an opportunity o 
British insurance. London United is a reminder, if anyb body 
had forgotten, of the need to seize it. ; 

The second, broader lesson is less likely to be learn 
prices for liability i insurance must rise. Despite horren 
claims, rates have not gone up. One reason is that intere 
rates are high, offering insurers a return on cash temp 
enough to make them forget that the premium mone 
theirs only until the claims roll in. Insurers have lived throug 
boom-and-bust cycles before. To goof once may be carel 
ness; to goof for two decades looks like wilful suicide. 











paradoxically, congressmen spend more and more of 
time raising money for their next re-election (ata: 
$17,000 a month for the House of Representatives 
times that for the Senate) and deluging their const 
with duc m mail full of how well they: arec 





























‘Senate, though not vet the | 
tem of campaign finance after some embarrassing scan- 
s. Republicans and Democrats are coming round to a 
ieme, drawn up by a bipartisan commission, that would 
roduce “flexible spending limits". These would restrict the 
ount each Senate candidate could use from outside his 
tate and from business donors; in exchange, each party 
uld get a total of eight hours of television time, plus cheap- 
mailing privileges. Because the constitution, according to the 
upreme Court, protects campaign spending as a form of free 
peech, limits cannot be mandatory. Hence the Tv bribe. 
The Senate's scheme would help a little, but it would not 
top the buying of influence. Money will reach candidates as 
urely as water runs to the sea. It would be easy to channel 
ish through in-state donors. Look at the system for presiden- 
| elections, which, in return for a pot of federal money, 
orbids private spending. Yet in the 1988 election each candi- 
e benefited from $50m spent on his behalf—$50m that 
ualified as "soft" money and so was not forbidden. Punitive 
axation of all spending above a certain level would avoid this 
roblem. But even if such a tax could survive a constitutional 
llenge, no politician would support it. 
Besides, limits on campaign spending would help incum- 
ents, because their opponents would not be able to get name 
ecognition by buying it (almost all che few successful chal- 
lengers are personally very rich). Incumbents, using their perk 
f free postage, can inundate their constituents throughout 
the year, not just at election time. That is partly why Demo- 
crats, the bulk of incumbents, have long tried in vain to get 
spending limits past Republican presidents. 
-.. If you cannot stop candidates raising money, why not cut 
their need to spend? At first glance, free television time seems 
a good idea. After all, 40% of the money spent in political 
campaigning goes on TV commercials, and every other west- 
ern country has free time for party broadcasts. But it is a mis- 


























STERN EUROPE is not only poor: it is dirty. After 
years of governments suppressing horrifying statistics as 
e secrets, its liberated peoples are starting to learn the 
ruth about the air they breathe and the water they drink. 
leaning up will be slow and expensive. But environmental- 
, who often led opposition to the old regimes, have a rare 
pportunity as their countries move from protest to policy- 
cing. As Eastern Europe tries to build modern economies, 
an lay as foundation stones green principles that western 
'untries are now trying to insert as afterthoughts. 

. Such principles need to be chosen carefully. After decades 
en money could not buy choice, priorities are a novel con- 





clean sheet of dirty paper 


wasn't just economies that communism messed up; it was the environment as well 


The influence auction 


Remember what problem it is that needs solving. It is not the 
cost of campaigning per se: many worthwhile things cost 
money. Rather, it is (a) that donors—firms and individuals— 
favour incumbents, who then outspend their rivals so that 
they rarely lose; and (b) that, in seeking invincibility, incum- 
bents sell their souls to special interests on whose behalf they 
distort legislation against the interests of their constituents. 

Given the American constitution, it is inevitable that spe- 
cial interests will buy some candidates and some candidates 
will buy elections. For, under the constitution, congressmen 
have power to alter legislation but little responsibility to im- 
plement it and live by the results. So the voters elect congre — 
men who tell them what they want to hear and who avc... 
hard choices. The weakest congressmen are, and always have 
been, like experimental rats who get their rewards from sim- 
ple acts of generosity towards their constituents. Before, they 
used only the pork barrel, to bring dams or defence plants to 
their districts. Now, increasingly, they bring regulatory loop- 
holes and tax breaks to their wealthy donors instead. 7 

Contrast their position with that of state governors. The 
governors spend just as much money getting elected—more, 
on average, even than senators—but, with corrupt excep- 
tions, they are not especially beholden to lobbyists, nor are 
they inevitably re-elected. They are judged on their records. 
In short, they have both power and responsibility. 

Congressmen have only power. So long as that goes unre- 
formed, all changes to America's system of campaign finance 
will just be so much tinkering. | 








land have levels of carcinogenic chemicals in children’s bod- 
ies that are unknown in the West. The other opening attacks 


times declare themselves opponents of a market economy. 
East European environmentalists should know that a com- 
mand economy makes life much filthier. Central to any policy _ 
for cleaning Eastern Europe, for penalising dirt and reward- 
ing cleanliness, must be the creation of a market economy. © 
Without one, environmental policy has nothing to get 
proper grip on. Raw materials will be underpriced, and the 













- of collective farms. Factories have no incentive to replace en- 
- ergy-intensive machinery. As long as enterprises have no free- 
' dom to buy machinery from abroad, it is meaningless to de- 
mand that they use the cleanest technology. If firms are 
allowed to stay as monopolies and then are fined for pollut- 
ing, they will simply unload the fines onto the consumer. 
^ Having lived for so long without a market, some of East- 
ern Europe's greens favour the familiar techniques of com- 
mand, cot trol and subsidy. Thus Poland’s environment min- 
istry is to shut the 80 filthiest enterprises if they do not clean 
up. The ministry is also about to halve the norm for sulphur 
dioxide in the air, even though a quarter of the country can- 
not even meet the old norm. Shutting down enterprises will 
not necessarily persuade other polluters to clean up. Setting 
‘unreachable goals will breed cynicism. Subsidising polluters 
gives them little incentive to invest in cleaner technology. In- 
stead, as markets take shape in Eastern Europe, they need to 
put to work in the cause of greenery. Permits to emit dirt 
| weed to be sold, rather than (as often at present) given away. 
Fines should not (as now) be merely token. New taxes should 
raise cash from polluters. 

Most of Eastern Europe’s pollution is industrial. Afflu- 
ence, when it comes, will bring more beloved sources of dirt: 
especially motor cars. The new politicians should not be so 
dreamy as to think they can halt the growth of car ownership. 
But by keeping the price of petrol high, and by starting early 
with road-pricing schemes, they could limit the growth of car 
use better than western countries have done. 

Without taxes and charges to raise revenue and create in- 
centives, Eastern Europe will be slow to clean up. Anyway, it 


Teach, don't train 








The latest British measure to improve young people's skills is largely 


_ elevant. Skills start in the classroom 


“HE prospect of a Europe domindted by 80m Germans— 
A most of them well educated and well trained—is once 
more concentrating the minds of British ministers on one of 
the country's weakest public services: education. Ministers 
rightly calculate that the system's chief defect is not the lack 
of cash for universities or the poor pay of primary-school 
teachers—though dons and teachers still grumble loudly— 
but the unusually high drop-out rate among 1|6-year-olds. In 
Britain 60% of children abandon full-time education at 16, 
compared with only 10% in West Germany and America and 
4% in Japan. 
On March 27th the departments of edcstión and em- 


loyan jointly announced their solution: training credits or - 


“vouchers”. In ten pilot areas 16-year-olds who leave school 
will be offered a voucher, worth about £1,000, which they will 
be able to set against part-time courses of their choice. Em- 
| ployers will be expected to provide jobs at market wages and 
. give young people time off for study. Training and Enterprise 
1 Councils (TECs)—employer-led bodies financed partly by the 

overnment and partly by business—will provide and certify 













» wasted. Peasants scatter fertiliser carelessly on the fields 
. from its power stations into Czechoslovaki 


_ Democracy is a friend to the environment. With it it 


British education: its obsession with selecting the best at 


and utterly lacking in skills. 

























































will deed oen help. ee Cm oslovaki 
to rattle the begging bowl, has made an. 

environment. Throughout Europe, much pollu 
blows across borders. Poverty-stricken Ror 
much about the chlorine clouds it pumps a 
into Bulgaria, nor East Germany about thes 


also often be more economical for westerr 
clean up Eastern Europe than to spend alot mo 
diminishing sources of nome ws p pollutiar 


Democrats are dirty, too 





Europe’s nastiest plants would never have 
litical institutions need to be properly designe 
ministries need real clout: Hungary's is packed 
gineers, uninterested in conservation; Czecho: 
ered before creating a federal environment minister. 
thorities need the power to choose how much. po 
accept, and to stand up to big enterprises. |... o 
Above all, the collection and publication of data n 
be Md pend and: set tree. Without ie information, go i 


with the state or prx wisi Hor ia ‘held Rave. targets 
green performance, and should publish figures on which the 
can be judged. With vested interests overthrown, East E 
pean countries have a brief chance to create a political frame 
work that gives the environment built-in protection. Th 
would set a shining example to the West. Something clea 
would have emerged from the graves of Marxism after all. _ 





training at local ive 
This solution merely side-steps the greatest: weakness 


expense of all the rest. This characteristic, the main sot 
unflattering comparisons with Germany, has endured for 
over a century, surviving even the ballyhoo over compre 
sive reforms in the 1960s. Less promising children 
screened out early, and the education system thrives : 
homogenised curriculum with little relevance to the p« 
interests and vocational needs of the mass of 16-4 
Most leave school as soon as the law allows—bored, ali 








The unsurprising consequence is a Henk shortage 
skilled labour. The proportion of British companies.e 
ing skill shortages to constrain their output is rising fast, fr 
242% in 1982 to about 20% this year. This is a national. 
cap, in an international race where countries incre: 
compete not on brawn or raw materials but on the inget 


and flexibility of their workers. With fewer youngsters comin 
on the job market, Britain. has less scope than ever: 







































Hill vouchéts rip ier € "oe have failed? Al- 
st certainly not. As the number of teenagers declines be- 
ween now and 1994, so their pay will rise. Why bother with 
raining credits, when jobs beckon today with ready cash and 
drink after work? As for the TECs, most will offer only nar- 
ow training: hair-dressing for aspirant hair-dressers, brick- 
ying for would-be brickies. Yet the market needs broader 
kills, basic but easily adaptable. And Britain’s businessmen, 
ow charged with running the TECs, have never shown much 
nthusiasm for training their own workers. 


nstead, the voucher scheme will make the already messy 
'orld of post-16 education messier still. Employers complain 
f an alphabet soup of acronyms, some denoting different 
ualifications, others describing squabbling organisations. 
‘he TECs will add to current confusions—and, to make mat- 
ers worse, each will be responsible for awarding certificates 
nd policing standards in its locality. 


n darkest England 





What kind of man should succeed him? 


FEW things are already clear about the next Archbishop 
4 Aof Canterbury. He will be appointed by the Queen 
(which i is odd), having been nominated by the prime minister 
(which is crazy). He is, almost certainly, already a bishop, and, 
less certainly—look at the public pronouncements of one or 
two of them—a seriously believing Christian. Quite certainly 
he will indeed be a man: the Church of England has no 
women priests, let alone promotable women bishops. 

_. He must be capable of wearing many hats. An Arch- 

ishop of Canterbury must lead his own church at home, but 
ore is usually asked of him. He is also an influential figure- 
ead for the Anglican communion—the many independent 
mal Anglican churches—worldwide. He is a diocesan 
hop, with local duties. Heis an official of the British state, 
Í not just. when it wants a Queen crowned or thanks given 
the confusion of her enemies. He faces the jeers of the 
itter press when any of his clergy go off the rails, and the 
nger of pipsqueak politicians when the Church of England 
ae views, or even p points out facts, that do not suit their 
zm Dp 

Today, the most important of these hats must be the first. 

e Anglican communion could do perfectly well without a 
gurehead at all, and if it really needed one would be as well 
epresented by a third-world archbishop as an English one. 
e see of Canterbury could be reorganised. The state—if it 
ants an established church at all—could call on the arch- 
ishop for great occasions only, not (as it does) for minor 
nes. The press and the politicians will never be satisfied, but 
nere] is no reason for the archbishop to appease them. 

That. eded is an inspiring missionary leader for a 
3 lost Whatever grip it had on an E renim 














The Archbishop of Canterbury, Robert Runcie, is to resign next January. 


A hon answer would be to build on : sting ed 
tion system. The government came to qun improving er it 
already offers 17- and 18-year olds, not erecting a new and — 
ramshackle employer-led arrangement. The most effective— - 
as well as the simplest—way to do this would be a diversified | 
curriculum, geared to differences in ability and aptitude, and 
leading to tailor-made qualifications. 

A minority of adolescents could study a predominantly 
academic syllabus—although this ought to be broader than 
the current sixth-form curriculum, with its constricting A-lev- 
els. Others could follow a different kind of course: broadly 
based and vocationally flavoured, with some instruction in 
core academic subjects (notably mathematics) and a generous 
amount of work-experience. Such a restructuring would not 
be cheap. But if Britain continues to leave the mass of its 16- 
to 18-year-olds poorly educated, it will be trapped between 
high-skill economies such as Germany and low-wage econo- 
mies such as Portugal or the newly liberated countries of East- 
ern Europe. If Britain cannot afford education, it cannot 
ford a modern economy. 





pagan country. Today it is not Africa but England that needs 
to be evangelised. Beside that failure, the church’s internal 
divisions and its interminable synodical politicking—though 
they may have contributed to a calamitous loss of moral au- 
thority—are not significant. 

So a wise new archbishop will ignore those who tell him to 
“eschew politics and preach the gospel” —advice as sensible 
as telling a football team to win but not to score goals. He will 
preach the word of God, and if that happens to upset Caesar, 
too bad. He will spend little time—unlike Dr Runcie—on 
end-of-the-rainbow search for ecumenical unity. Some cle: nə 
care deeply about this. Few church laymen do (except those 
who oppose it). And so long as Christian sects can live side- 
by-side in brotherly love—as they now mostly do—their dis- 
agreements do not matter. Effort spent on these is effort di- 
verted from the millions outside any church at all. 


Welcome the prodigals 
By the same token, the new archbishop should not worry 
greatly even about the unity of his own church. The accep- 
tance of women priests, for instance, is good theology and 
good sense. If it pushes some conservative clerics—or lay- 
men—over to Rome or into schism, so be it: let them preach 
the word as they read it to those who share their view, and let - 
the remaining Church of England wish them well. God' s haul 
of souls may be all the greater. 

For that is the issue. The new archbishop's mission is not 
to Westminster or to Rome, nor yet to the wide world, which - 
has excellent Christians of its own, nor even to his own clergy : 
and cone emque: It is to o heathen i Engana. | 2- 













In 1985 and 1986 the IRA took delivery of nearly 120 tonnes of. arms 
and explosives from Libya, includi 


12 SAM-7 ground-to-air missiles. 


.he Libyan connection 








a tonne of Semtex explosive and 
e weaponry has been used in Ire- 


land, Britain and other European countries. These are the findings of a 
French judge, backed by further investigation by The Economist 


T WAS to be the gun-runners' base meet- 
ing with the judge. On a wet Paris morn- 
ing in mid-March this year, the four-vehicle 
convoy, blue lights flashing, flanked by six 
police motorcyclists, swept south across the 
Pont au Change on to the Ile de la Cité, 
turned on to the Quai de l'Horloge, into 
Quai des Orfévres and disappeared through 
a side-gate of the Palais de Justice. 
“In the courtyard, armed gendarmes and 
, lice circled the prison van. Out stepped 
the Irishmen, still handcuffed to police offi- 
cers. They were escorted up flights of nar- 
ow stairs to the fourth floor, down long 
dingy corridors and through a bullet-proof 
glass door to the office of the juge 
dinstruction, the investigating judge. For 
the umpteenth time, the judge fired ques- 
tions at them; for the umpteenth time, the 
Irishmen remained stony-faced and silent 
throughout the two-hour interview. No 
matter, the judge already had enough evi- 
dence to bring a case against them. 
^ This week the judge passed his report to 
. the prosecution service in Paris. His investi- 
< gations had begun with the Eksund, a ship 
-carrying arms to the IRA that was. seized i in 
October 1987, when it strayed into French 
: waters off Brittany. Its five-man Irish crew 
-was arrested. But the judge's investigation 
 :cast its net far wider than the Eksund, cover- 
-cing four previous—successful —shipments 


| of arms from Libya to Ireland. His findings, 








ret, may embarrass: the : 


French vannene viih despite an em- 
bargo on arms sales to Libya, has recently 


„allowed the sale of aircraft spares there. 


- The painstaking investigation into the 
Eksund was carried out by the 14th section 


of the parquet (prosecution service) in Paris, - 
the Service Central de la Lutte Anti- 
terroriste, the central anti-terrorist service. 


The SCLAT was set up by the Chirac govern- 
ment in October 1986 after a series of 
bombings in Paris by the Iran-linked 
Hezbollah terrorists, which culminated in 
an explosion on the Rue de Rennes that 
killed seven people. Its brief is to pursue and 


‘prosecute terrorists nationwide. - 


A juge dinstruction has broad. powers 
to call and question witnesses; his job is es- 
sentially to piece together the case (which, in 
the Eksund affair, comprises 4,000 pages of 
documents and statements, as well as the 
captured weaponry itself). His report is then 
sent to the parquet, and the official prosecu- 
tor decides if there is a case to answer. In the 
Eksund affair there is little doubt of that. 

The juge dinstruction at SCLAT, Mr 


Jean-Louis Bruguiére, has spent 2!/ years in- 


vestigating the Eksund and the four success- 


ful shipments of Libyan weaponry—120 


tonnes of it—to Ireland. Further investiga- 


tion by The Economist has uncovered not . 
only details of the cargoes but the names of 


the Libyans who supervised their loading on 


board, the names of crew members on the | 
"boats that carried them, their final destina- 


-stion and how and where some of 
ij and x UN have been used. 


| ‘ship to drift into French waters. He was a bi 


‘that he once ran went bust in 1980, strand 
-ing 400 tourists in the Canary Islands, Ho 
.-kins was an accomplished mariner. He was 
the skipper who carried through. the four. 


‘verted yacht called the Casamara, sailing 
“under the British flag. It had been souped-- 
-up with two speet ; 
"beside two lifeboats, three high-speed ruk 
shore when it reached Ireland. 


Malta a number of times over the pre 


later. On the same day a Libyan shi 


gust 6th and arrived in Malta. on 4 
th, also weighed anchor. - : 


-sein Abuzeed and Naser Ashur. The latt 
‘also known as Ali Ashoud Naser, was th 


nearby Maltese island of Gozo. The 
usa $ ten-tonne cargo was tran sf 











che Adrian Hopkins, a 49-yea 
Dubliner, was portrayed as a sea-going bui 
- who had incompetently allow 


more than that. Although a travel compan 



































previous gun-running voyages. = o < 

The island of Malta figured prominent! 
in all five voyages. The first run to Ire 
was in August 1985. The boat was a con- 


-boat engines and carri. 





ber dinghies, for transferring the arms to. 
The Casamara had been in and out o 


months, ostensibly making trips to G 
It arrived back in Malta on August 7 1$ 
with a crew of two—Hopkins and anot 
Irish national—and put to sea two d 


Samra Africa, which had left Tripoli o 


Among the Samra Africa's crey 
two men born in Donegal, Ireland. O 
called himself Denis Boyle. Also on boc 
were two high-ranking Libyan officials, H 





diplomat sent to negotiate the release of 1 
staff of the Libyan People’s Bureau in 
don after one of their number had shot 
killed policewoman Yvonne Fletcher. 
side the bureau in 1984. 2 
The two ships had a rendezvous o! 














































xes, containing Russian Kalashnikov 
\K47 rifles, Taurus automatic pistols made in 
Brazil, other guns and ammunition, hand- 
grenades and seven Belgian-made rocket- 
xopelled-grenade launchers (RPGs). 

~The Casamara headed straight for Ire- 
and and Clogga Strand, a sparsely popu- 
ated piece of coast some 40 miles south of 
Dublin on Ireland’s eastern shores. The 
rms were offloaded at night in the high- 
peed dinghies. The mA took delivery of 


peculation at the time that the Eksund was 
eized, none of the Libyan weaponry from 
his or later Voyages was shared with other 
ertorist groups in continental Europe). 
. Less than two months 
later, Adrian Hopkins was 
back in Malta. The boat that 
sailed into Valetta harbour on 
October 2 1985 looked famil- - 
iar. So it should have. Called 
he Kula, it was in fact the 
Jasamara renamed and now 
under Panamanian colours, 
but with little else to camou- 
flage its past. Things went 
much as before, except that. 
this time when the Kula left 
"Malta only Hopkins was on 
- board. Off Gozo, he again met 
.the Samra Africa, which was 
once again carrying an Irish na- 
. tional and Ali Ashoud Naser, 
as well as another Libyan offi- 
cial, Mohamed Zeltini. | 
^. Another ten tonnes of 
-arms were quickly transferred 
to the Kula. Among them were 
more Kalashnikov rifles, 
Webley pistols (originally the 
property of NATO forces), two 
More RPGs, hand-grenades and ammuni- 
tion, Also. on board were Russian-made 


machineguns. This cargo too went to 
ogga Strand. 


ou bomb us, we'll blast you 

bya's leader, Colonel Moammar Qaddafi, 
iad already been angered when his diplo- 
mats were thrown out of Britain after the 
murder of policewoman Fletcher. He was 
urther enraged at the bombing of Tripoli 
xy American F-111 aircraft based in Britain, 
yich almost cost him his life, in April 
86. He was happy to step up arms s ship- 
ments tothe IRA. -— 

.. On July 17 1986 the. Samra / Afri 

ne Kula, after a brief stay in Malta for E 

et again off Gozo. The high-ranking Lib- 
an sent along on the Samra Africa this 
-time was the Tunisian-born Mohamed el- 





Hopkins, Boyle and another Irishman, who 
called himself Edward Friel. This time the 
argo was. is larger—14. tonnes—and, as well 


. It comprised around 500 — 


hem (and kept them: contrary to press. 





'Dushkas"—12.70mm heavy anti-aircraft 


Amar Ramadan. On board the Kula were - 


as the usual Kilashnikows pistols, ee l 
and ammunition, there were also two Rus- 


sian-made SAM-? surface-to-air missiles. All 
were duly deliverd to Clogga Strand. 

With success, the IRA became more am- 
bitious, and perhaps less careful. The terror- 
ists bought a new and bigger ship, the 
Sjarmor, which they renamed the Villa and 
fitted out with sophisticated navigational 
equipment and a long-range radio transmit- 
ter. Hopkins sailed it into Malta on Septem- 
ber 29 1986 with a temporary crew. There 
he met Boyle, Friel, and another Irishman, 
Henry Edward Cairns. Three days later 


- Boyle left on a flight for Tripoli. 


Soon afterwards the Villa too left for 
Tripoli. Offshore there, more than 80 
tonnes of arms were loaded 
aboard—more  Kalashnikovs, 
ammunition, detonators, 
fuses, seven more RPGs, ten 
more SAM-? missiles and one 
tonne of Czechoslovak-made 
Semtex-H plastic explosive. 
Colonel Qaddafi could afford 
to be generous with his 
Semtex. Last week in London 
Czechoslovakia's ^ President 
Vaclav Havel said that his 
communist predecessors had 
supplied Libya over the years 
with 1,000 tonnes of Semtex, 
an ideal explosive for terrorist 
bomb-makers, because it is de- 
tectable neither by sniffer dogs 
nor X-ray machines; 

Because the Villa was a 
much larger vessel, it could not 
be unloaded at Clogga Strand; 
its cargo was instead landed at 
Roadstone Pier, a nearby jetty. 
The landing went without a 
hitch. But the voyage into 
Tripoli may have been the iRA's undoing. It 
is possible that the transfer of arms, or at 
least the Villa s presence in Libyan waters, 
was monitored by American spy satellites. 
More probably, agents of the French exter- 
nal counter-espionage service (DOSE) in 
Libya discovered what was going on. What- 
ever the source of the information, the fun 
was nearly over. 


Running out of sea 


For the next trip the IRA, through Hoe 
bought an even bigger ship, a 50-year-old, 
237-ton. rust-bucket, from a Swedish ship- 
owner. The terrorists paid £50,000, consid- 
erably-more than she was worth. 

-The Eksund was delivered to Malta by a 
temporary crew, who, like those hired to sail 
other boats for the IRA, were unaware of 


their true purpose. Hopkins took delivery of 
the boat and teamed up with his own four- 


man crew. On October 12 1987 the Eksund 
left Malta, ostensibly for Gibraltar; in fact, it 
headed south, straight for Libya. When the 


Eksund sailed into and tied up in the port of 








‘on the night of O October 
14 and 15 1987, one thing is certain: the 
French security services, including the inter- 
nal pst (Direction de la Sûreté du Ter- 
ritoire), were aware of it. 

Around 50 Libyan soldiers loaded the 
Eksund’s cargo—Kalashnikovs (from Roma- 
nia), more than Im rounds of ammunition, 
430 grenades, 1,000 mortar bombs, 120 
rocket-propelled grenades, 12 more Russian 
Dushkas, anti-tank missile launchers, 2,000 
electric detonators, 4,700 fuses, two tonnes 
of Semtex and 20 SAM-7 missiles. While in 
Tripoli and for part of its journey through 
the Mediterranean, the Eksund, like the 
Villa before it, was under the protection of 


the Libyan navy and air force. Later it came 


under the eye of French spotter aircraft, 
which tracked it until it was intercepted in 
French territorial waters. 

The French customs officers vt 
boarded the Eksund on October 30th for 
on board Hopkins, Cairns, Boyle, Friel and 
one “William Finn”. The last three turned 
out to be travelling on passports stolen from 
the Irish Department of Foreign Affairs in 
Dublin in 1984. “Boyle” was really James 
Doherty, an electrician from Donegal and a 


member of the IRA; “Friel” was James Coll, 


also from Donegal and an iRA member. The 
new face, “Finn”, was in reality Gabriel 
Cleary, from Priorstown, County Dublin, 
one of the iRA's top bombmakers. All five 
men were initially questioned at the French 
naval base at Brest. Since then they have 
been held in Paris, being periodically 
shunted around the city's three jails, La 
Santé, Fresnes and Fleury-Mérogis. Their 
trial is expected to begin later this year. 
Efforts to trace (through Interpol) and 


question the Libyans involved in the arms 


shipments came to nothing, but not because 
they were back in Tripoli. Some, in fact, 
were still in Malta at the start of the inve 

gation. But Maltese red tape— if that is w 

it was—meant it was months before permis- 
sion was given to question them. By that 
time they had fled. Some of them are now 
believed to be in Scandinavia. 


Murder continent-wide 

What happened to the arms carried on the 
four previous voyages? Some were immedi- 
ately "re-exported" and hidden in caches in 
Britain and elsewhere. The French are sure 
that they figured in at least six incidents i in 
continental Europe in 1988: 

e In February 1988 Belgian police found 100 
kilos of Semtex in the boot of a car in Brus- 
sels, along with detonators: of the kind - 
found on the Eksund. 

@ In March, after men from the British Spe- 


cial Air Service had killed three IRA terror- 


ists in Gibraltar, the Spanish police found 
70 kilos of Semtex and two electronic timers — 
in a hire-car in Marbella. The timers were . 
identical to those carried. on the Eksund. 7 


en May 1988 three Br 























IN AN UNCERTAIN WORLD, YOU Ni 
| SOMETHING SOLID TO FALL BACK | 


RESULTS 1989. 
1989. 

Profit before tax from: vs 

Insurance business "c z 
Life and persions —^——— deb uw 358.9 
General Insurance "s (86) 

Non-insurance business 
Investment management { UK). 
Unit Trusts and PEPS (UK). — 
Estate Agency ML. 
Shareholders’ other income 





Total profit before tax. 3855. 3526 | -— 
Tux and minority rests fl Q6) f 108.1) | a 









| Profit attributable to sharebolders © 249 2445 | 
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nies, not bave ibe auditors veporied on them, The dividend will 
May 1990 te sharebolders on the register on 12 April 1090. 
— Copier of the Annual Report are available after 3 May 2990 from 
The Registrars Department, Prudential Corporation pic, 

IH Stephen Street, London WIP 2AP 
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* Long-term new 
to £3.0 billion. Total revenue premiums increased 


(526 per cent to £4.8 billion. 






business premiums up by 32 per cent. 


2 Long-term profits up by 79 per cent reflecting 
substantially bigber bonuses to policybolders and an 
increase in the share of the distribution to sharebolder 


funds. 


%* General business results deteriorated. Significant 
strengthening of general business reserves made fol- 
lowing the catastropbic events of 1988 and 1989. 


* Continued steady progress in earnings, with an | 
increase of 12 per cent, and dividends increased by . 
15 per cent. ù 
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had crossed the border 
. from West Germany for a 
night out at Roermond in 
Holland were shot dead 
with Kalashnikovs. The 
markings on the cartridge 
cases were identical to those 
found on ammunition from 
the Eksund. 

se At Duisburg in West Ger- 
many in July 1988, two 
-bombs exploded inside the 
-perimeter fence of a British 
-army  barracks. Forensic 
ests showed that they were 
made of Semtex, with deto- 
«nators identical to those 
















Its captain | 


b Semtex, undoubtedly from the Villa, was 
:d in an attack on barracks at Ratingen in 
est Germany, the home of 96 servicemen 
the Royal Engineers' map-making unit. 
rensic tests showed that the detonators 
were the same as ones found on the Eksund. 
b Two suspected IRA terrorists arrested by 
-West German police in September 1988, 
.were carrying Kalashnikov rides. Tests 
showed that one of these had been used in 
he Roermond murders. 

. The IRA was putting its Semtex to use in 
Northern Ireland and mainland Britain 
n after it had taken delivery ofthe Villa’s 
Abyan cargo. For instance: ! 

In November 1986 seven mortar bombs 
containing Semtex were fired at an army ob- 
servation post near Crossmaglen, in South 
Armagh, a stronghold of the IRA in North- 
ern Ireland. | 

-@ In Lisburn, County Antrim, in June 1988, 
a Talb bomb placed under a van killed six 
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off-duty soldiers on their 
way to a charity race. 

e A 200lb bomb detonated 
in August 1988 at the road- 
side on the A5 from Bel- 
fast's Aldergrove airport to 
Omagh killed eight infan- 
trymen travelling in an un- 
marked coach. 

@ A bomb placed inside an 
army barracks in 1988 in 
North London killed one 
soldier. 7 

@ A bomb was exploded at 
Deal barracks, in Kent, last 
September, killing — 12 
bandsmen of the Royal 
Marines. 

So far, the security forces of Britain and 
the Irish republic have captured only a frac- 
tion of the arms and explosives supplied by 
Colonel Qaddafi—and even for some of 
that they have to thank good luck and bad 
weather. 

@ Semtex was first found in Britain by police 
in February 1987. Almost 200 pounds of the 
stuff had been buried in Macclesfield Forest 
in Cheshire. | 

e In 1988 the Gardai (the Irish police) were 
led to Five Fingers Beach in Donegal and a 
cache of 100 Kalashnikovs, Semtex and 
some of the heavy machineguns brought by 
the Villa. 

@ In December 1989 high winds and rough 
seas uncovered mortars and mortar bombs 
on a shore in County Wicklow, Ireland. 

€ In the same month another coastal cache 
of Semtex was found in Wales, not far from 
the spot where two years earlier police had 
arrested two lrishmen bringing arms ashore 


from a small fishing boat. The hoard in- 
cluded Semtex, detonators, timers and 
fuses, as well as an assortment of small arms 
and Kalashnikovs. 

@ An informer, in jail in Limerick on a 
charge of armed robbery, led Irish police to 
three small dumps in and near Manorcun- 
ningham, a village in Donegal. The find in- 
cluded rifles, shotguns, handguns, 2,600 
rounds of ammunition, 20 pounds of 
Semtex and bombmaking paraphernalia. 





Cross-Channel coolness 


One difficulty for the British and Irish secu- 
rity forces is that they have been kept virtu- 
ally in the dark about the French judge's 
findings. Although the French have two po- 
licemen on secondment to Scotland Yard, 
and there is one British policeman in Paris, 
relations between Britain's anti-terrorist 
squads and the French pst are cool. Mrs 
Margaret Thatcher recognised this when, 
December 1989, she called for closer co-op- 
eration between the two. 

French governmental attitudes towards 
terrorists, especially those with a Libyan 
connection, have softened since Mr 
Chirac's administration was replaced by a 
Socialist one in 1988. Publicly, the govern- 
ment condemns terrorism. But privately it is 
cosying up to Colonel Qaddafi, who at the 
end of 1989 intimated that he would like 
better relations with the British and Ameri- 
cans. Many fear that, after the sales of air- 
craft spares for the colonel's aging Mirage 
fighters, the French will soon ease their em- 
bargo on arms sales to Libya. France not 
only values the potential export earnings, 
but also needs Libyan co-operation if, as it 
wants to, it is to reduce its forces in Chad or 
pull out altogether. 

The report of the juge d'instruction of 
section 14 of the Paris parquet, and the pub- 
licity of the Irishmen’s trial, will not help = 
improve France's relations with Libya. 
would be a pity if section 14, after its pains- 
taking investigation into the Libyan/IRA 
connection, were to be in any way weak- 
ened. , 











Bob Hawke's temptation 


FROM OUR SPECIAL CORRESPONDENT 


S AUSTRALIAN politicians are ex- 
pected to be, Senator Peter Walsh is a 
blunt speaker. He had some pretty blunt 
words for Labor's poor showing in the elec- 
tion of March 24th. "Time is running out 
for Australia," he said. "Any government 
that comprehensively stuffs up the economy 
ts thrown out of office." Labor was 
- Jt thrown out, but—depending on 
the final count in Australia's complex 
and time-consuming voting system— 
it has had the country's narrowest 
election win since 1961. Mr Walsh 
should know what he is talking about. 
As deputy to Mr Paul Keating in the 
finance ministry, he had a personal 
hand in the country's economic mess. 
But are his colleagues, including the 
Labor leader, Mr Bob Hawke, ready 
to listen? The confidence to take 
tough decisions may be undermined 
by a victory that came by default. 
The 10m or so Australians com- 
pelled by law to go to the polls de- 
serted Labor in such numbers that 
the party's vote fell by 6.6%. Only 
39.7% made Labor their first choice. 
Across the nation, voters used the 
federal election to express their local 
frustrations. In Victoria, where the 
bor administration of Mr John 
tin has been singularly inefficient, 
the vote for the federal government 


fell by 10%; in Western Australia, 


tainted by economic mismanagement A hostage to the greens? 


and allegations of corruption, Labor’s 

vote fell by more than 12%. Since a net 
swing against Labor of only 2.6% should 
have sent Mr Hawke into retirement, how 
has he managed to survive? 

One answer is that the voters also de- 
serted the Liberal-National coalition led by 
Mr Andrew Peacock and Mr Charles Blunt. 
In New South Wales they reacted against the 
often-clumsy deregulating zeal of the state 
government of Mr Nick Greiner. In Queens- 
land, the National party—the traditional 
refuge of red-neck conservatives—suffered a 
humiliating decline of 12% because of the 
corruption associated with the past adminis- 
tration of Sir Joh Bjelke-Petersen. 

A second answer is that Mr Peacock, a 
handsome performer on the campaign trail, 
is no match for the intellectually more pow- 
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erful—and equally egotistical—Bob Hawke. 
The Liberal leader was dismally unable to 
make political capital of Australia's falling 
living standards, rising unemployment and 
crippling interest rates. Mr Peacock, long 
derided as “‘all feathers, no meat", now has 
another epithet to suffer: according to one 


* Ww 


Sydney newspaper, Australian air force fly- 
boys dubbed Mr Peacock's campaign air- 
craft “Gucci 1". Mr Hawke's was “Cha- 
risma 1”. 

Labor’s real salvation, though, was Aus- 
tralia’s system of preferential voting. A voter 
who was irritated with Labor but did not 
want the opposition to win could cast a pro- 
test vote for greens or Democrats (a small 
centrist party), knowing that when his first- 
choice candidate failed to win his second 
choice—Labor—would get the vote. Ac- 
cording to Senator Graham Richardson, 
environment minister in the Labor govern- 
ment, some 20 Labor members in the 148- 
member House of Representatives—where 
Labor will now have a majority of perhaps 
four—owe their seats to the clever acqui- 






sition of environmentally-aware second- 
choice votes. 

Senator Walsh thinks otherwise. He be- 
lieves that Mr Richardson's strategy of mak- 
ing Labor candidates seem as green as possi- 
ble to scoop up second-choice votes did not 
win voters to Labor’s cause; it merely let La- 
bor voters give undeserved credibility to the 
Democrats—who received more than 11% 
of the national vote but no seats in the lower 
house—and the environmentalists. The re- 
sult, he argues, is that Mr Hawke's new gov- 
ernment risks being taken hostage by the 
very pressure groups "which need to be 
taken on to get this country out of the deep 
financial shit it is in." To Mr Walsh's 
way of thinking, decisions that please 
the green lobby—such as delays in 
digging out a gold deposit at Corona- 
tion Hill in the Kakadu national 
park—serve only to discourage in- 
vestment, depress exports and widen 
Australia's current-account deficit. 

The argument may sound alarm- 
ist, but it is hardly groundless. Seven 
years of Labor government have at 
last persuaded Australians that they 
cannot live beyond their means for- 
ever. Thanks to the "accord" be- 
tween the government and the Aus- 
tralian Council of Trade Unions, real 
wages have fallen peacefully enough 
for the past four years—but to what 
end? The foreign debt is A$137 bil- 
lion ($104 billion), surely the world's 
highest per person. 

Real interest rates of 1296, 
nudged downwards in advance of the 
election, are still high enough to 
promise collapse for thousands of 
small businesses. And yet all that can 
be responsibly offered by Mr Keating 
for the next three years—assuming 
there is no earlier election—is more 
of the same. He is waiting for depressed do- 
mestic Wir to narrow the current-ac- 
count deficit from an expected 4.596 of GDP 
this year to a more acceptable 2.996 by 1993. 

Irresponsibility may be a temptation for 
Mr Hawke. An easy-money policy, followed 
by a snap election and a higher majority: 
why not? On the other hand, why? Sir Rob- 
ert Menzies governed successfully in the 
early 1960s with a majority of two (one of 
whom had to serve as the non-partisan 
Speaker). The electorate is aware of much of 
what must now be done, from deregulating 
Australia's over-priced airlines to opening 
up coastal shipping to competition. 

One recent poll claimed that 78% of 
Australians think trade unions are too pow- 
erful. Moreover, as union membership has 
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It's Greek to the Aus 


FROM OUR SPECIAL CORRESPONDENT 


AN Australia, land of the laid-back, 
be more than a farm, quarry and 
beach resort for the Japanese and other 
Asian nouveaux riches? Wishful thinkers, 
including the prime minister, Mr Bob 
Hawke, talk of establishing a 'multi-func- 
| tion polis — by which they mean an in- 
| ternationally financed city devoted to 
high technology and home to up to 
200,000 brainy souls. In the jargon-laden 
bid from one potential host, the govern- 
ment of New South Wales, Australia 
would then be “the virtual switching node 
between Europe, Asia and North Amer- 
ica", finally awakened “to its potential 
long-term strategic role in the global econ- 
omy—a role similar to that performed by 
| Switzerland in the formerly fragmented 
European economy." 
How many Australians agree with Mr 
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wke? The idea ofthe polis (Greek-Aus- 
at least, Mill recognise the word) 
rs ago from the Japanese 
government. The Japanese, who are easily 
Australia's best customers, buy more than 
a quarter of the country's exports. But 
that does not make them popular. To a lot 
of Australians they are rich invaders—not 
to mention unforgiven war criminals—in- 
tent on buying up the best pieces of Aus- 
tralia's coastline. Mr Hawke, who is no- 
body's fool, said his government would 
support the plan only if other countries 
besides Japan invested in it. 

Mr Andrew Peacock, leader of the Lib- 
eral opposition, is no fool either. He was 
behind in the opinion polls in the run-up 
to the election on March 24th. Not wait- 
ing for a feasibility study due by June 30th, 
Mr Peacock let it be known to reporters 
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that he considered the polis a waste of 
money (he somehow calculated its cost at 
A$13 billion—$9.9 billion). He said the 
scheme "would be socially divisive and 
risk a backlash against foreign investment 
and immigration generally", because it 
would threaten to become a foreign 
"enclave". 

A furious Mr Hawke accused him of 
cynically misrepresenting the idea and of 
talking “dangerous nonsense". Austra- 
lia’s chief finance minister, Mr Paul 
Keating, said Mr Peacock had "offended 
our largest trading partner, which can do 
nothing to help the sale of farm produce". 
Mr Peacock blandly disclaimed any such 
intent—and, for the first time in the five- 
week election campaign, the opposition 
crept ahead of Mr Hawke's Labor party in 
the opinion polls. Perhaps Mr Peacock 
should have attacked the multi-function 
polis sooner. Even if his election cam- 
paign had not benefited, the English lan- 
guage would have. 





declined (from 51% of the workforce in 
1976 to 42% in 1988), union leadership has 


become both savvier and more reasonable. 
One of the more promising Labor entrants 
to the new House of Representatives is the 
outgoing ACTU president, Mr Simon Crean. 


The best argument for persevering with 


brave policies is that the opposition can 
hardly disagree with more freedom for mar- 
ket forces—and is, in any case, too weak to 


disagree. Mr Peacock can argue that his Lib- 


erals won seats. But on March 29th he ac- 


cepted defeat and said he would give up the 


party leadership. The main contenders for 
the job are the uninspiring former leader, 
Mr John Howard, the deputy leader, Mr 
Fred Chaney, and the shadow finance min- 
ister, Mr John Hewson, who is Mr Peacock's 
favourite. 

The opposition’s best candidate, 
though, might be a former leader of the Na- 
tional Farmers Federation, Mr lan 
McLachlan, who is already being dubbed 
the "messiah from the bush". Meanwhile, 


the Nationals are in such disarray that some 


even advocate merging with the Liberals (al- 


though a new Country party, ancestor of the 
Nationals, would surely then emerge to 
plead the cause of outback conservatism). 
Victory by default is still a victory. The 
challenge for Labor, tired by its three terms 
of office and sometimes distracted by Mr 
Keating's desire to supplant Mr Hawke, is to 
use its victory well. As Mr Walsh points out, 
"We have only a few years to address the 


fundamental economic problems or they 


will become irredeemable for the best part of 


a generation. It would be culpable to get 
back into government and just sit on our 


hands because we had a slender majority.” 
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South Korea and Russia 


Cream for the cat 


FROM OUR EAST ASIA CORRESPONDENT 


HE two need each other. South Korea 
wants raw materials and new overseas 
markets for its goods. The Soviet Union has 
metals and minerals galore, but is short of 
just about everything from soap to televi- 
sions. Yet the two countries do not even 


Kim triumphant in Moscow 


have diplomatic relations, mainly because 
Russia has not wanted to upset North Korea 
by befriending its capitalist neighbour. 

But times are changing, even in Asia. 
After a year of hinting and teasing, Russia 
has used a visit to Moscow by some South 
Korean dignitaries to make it clear in public 
that it is serious about change. Mr Kim 
Young Sam, a former opposition leader now 
in the government, led the delegation to 
Moscow. He was whisked in to see Mr 
Mikhail Gorbachev on March 23rd and 
came out smiling like a Cheshire cat. It 
seems Mr Gorbachev told him that he hopes 
the two countries will have full diplomatic 
relations by the end of the year. 

South Korea and the Soviet Union have 
already established trade offices in each o 
er's capitals. This week three big South Ku- 
rean companies—Daewoo, Lucky-Ooldstar 
and Samsung—were given permission to 
open Moscow offices. Lucky has been in- 
vited to join a consortium that is to build an 
electronics factory, a trade centre and a 
housing complex near Leningrad. 

Trade between Russia and South Korea, 
which rose from $300m in 1988 to $600m 
last year, is expected to be $1 billion this 
year. South Koreans, optimistically assum- 
ing that Mr Gorbachev's perestroika will do 
everything it is supposed to, hope for ten 
times that sum by the mid-1990s. If that 
happened, Russia and South Korea would 
be bigger trading partners of one another 
than China is of either (Chinese-South Ko- 
rean trade last year was worth $3 billion). 

It is not clear what effect this business 
activity will have on Soviet policy to Korea. 
Russia still holds to its view that South Ko- 
rea should not be allowed to join the United 
Nations unless the North agrees (which it 
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says it never will). But stability on the Ko- 
rean peninsula would enable Russia to 
spend less on defence in Asia—something 
that its partial withdrawal from its bases in 
Vietnam suggests it may be interested in. 
Meanwhile, South Korea is collecting 
other communist, or rather ex-communist, 
goodies. Last week it established full diplo- 
matic relations with Czechoslovakia, Hun- 
gary and Mongolia; it already had them with 
Bulgaria and Poland. The displeased North, 
watching its traditional friends grow fewer, 
is drawing closer to China. The worry for 
the South's planners is that an increasingly 
isolated and resentful North could be an 


even more dangerous neighbour. 





China 


Plenty to fight 
about 


TILL smarting from the damage done to 

their reputation by last year’s 
Tiananmen Square massacre, China's sol- 
diers have had their pay-off. But the an- 
nouncement to parliament on March 21st 
by China's finance minister, Mr Wang 
Binggian, that the official defence budget 
would rise this year by a touch over 1596 in 
nominal terms is unlikely to stop the grous- 
ing from the trenches. The People's Libera- 
tion Army (which includes China's navy 
and air force too) has got something un- 
wanted along with the extra cash: the atten- 
tion of the party bosses to military matters 
that PLA commanders reckon are none of 
their business. 

China's army is no stranger to politics. 
In the dotty days of Mao's cultural revolu- 

‘yn, it was brought in to run everything 
om provinces to factories and schools. The 
thoughts of the Great Helmsman were sup- 
posed to be tucked in every squaddy's back 
pocket. Studying them left little time for tar- 
get practice. Young conscripts were in- 
structed by Mao to "learn from Lei Feng”, a 
probably mythical soldier who by official ac- 
count packed in a mind-boggling number of 
good and patriotic deeds before he died "on 
transport duty” (some suggest he was hit on 
the head by a telegraph pole) at the tender 
age of 22. 

New efforts to resurrect the "spirit of 
Lei Feng" and make Mao's ramblings re- 
quired reading again reflect party worries 
about the reliability of the army following 
Tiananmen. Although the army did the par- 
ty's bidding and restored order, "some com- 
rades”, including some quite senior ones, 
apparently still have doubts that the military 
crackdown was justified. 

The campaign to deal with the doubters 
has also collided with the new professional- 
ism of China’s armed forces. In the ten years 
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up to Tiananmen, China's army, navy and 
air force had been drastically slimmed 
down—their combined size down by a quar- 
ter, to just over 3m—and reorganised. Po- 
litical commissars were pushed aside. The 
emphasis was on training for physical, not 
political, combat. Shiny new weapons for all 
three services, but especially for the navy, in- 
creased military prestige. 
eral senior commanders, promoted 
in the 1980s for expertise rather than red- 
ness, are said to be railing against new obsta- 
cles in the way of military modernisation. 
Mr Yang Shangkun, China's president and 
number two on the party's powerful Mili- 
tary Affairs Commission, wants the army's 
“political construction" to be strengthened. 
In reply, the professional soldiers demand 
more capable managers and more and better 
equipment. Many of them, unlike the politi- 
cal generals of Mao's day, have travelled 
abroad. They have seen just how far even 
the new, professional Chinese army falls be- 
hind other armies, including third-world 
ones, in both equipment and training. 
They have other worries, too. The 
warming of relations with the Soviet Union 
has presented the PLA with a problem: how 
to cope with the declining land threat from 
the north. China's prime minister, Mr Li 
Peng, is due to visit the Soviet Union on 
April 23rd. He is expected to sign an agree- 
ment with the Russians on further troop re- 
ductions along their common border. Chi- 
na's navy, in particular, has been quick to 
make the case for diverting any cash saved 
on the army to more ships and submarines. 
As economic power increasingly counts for 
more than brute strength, claim the men in 





The army is smaller now 


blue, a better navy will be needed to protect 
offshore islands and shipping lanes. With vi- 
tal things like inter-service rivalries to con- 
centrate on, no wonder China's military 
men want the politicians to leave them alone 
to battle it out in peace. 





Indonesia 


When the rich 
get richer 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT JAKARTA 


AKARTA gives the impression of being 

the capital of a rich country. The numer- 

ous new shopping malls are lined with 
marble. Ever more preposterous mansions 
are going up in the smarter suburbs. Sales of 
BMWs shot up by 61% last year. President 
Suharto could claim this prosperity is the re- 
sult of his economic policies. Instead, he is 
fretting about what he calls "the social gap”. 
The BMws are being driven by Indonesia's 
5m ethnic Chinese. Most of the country's 
175m-odd Malays live in rural poverty. 

The president is sufficiently worried to 
have called Indonesia's 31 leading business- 
men to his ranch outside Jakarta for a talk- 
ing to early this month. In a 90-minute ex- 
change, broadcast by state television, the 68- 
year-old former army general urged the 
tycoons to sell 2596 of their shares to the co- 
operatives that run much of Indonesia's ag- 
riculture. Failure to do so, he said, "will give 
rise to social jealousy and upheaval. Then 
no one will be the winner." 

The businessmen were unenthusiastic. 
Mr Liem Sioe Liong, said to be Indonesia's 
richest man, and Mr Suharto's cokong (per-. 
sonal financier), suggested 196 was quite 
enough to start with. His scepticism is un- 
derstandable. Indonesia's 34,000 co-oper- 
atives, with a finger in a range of activities 
from bees to milk, are under-capitalised and 
inefficient. According to a 1988 World Bank 
report, of the 6,000 co-operatives that pro- 
vide rural credit "1,272 are insolvent but 
not entirely hopeless, while 1,658 are candi- 
dates for dissolution or liquidation". 

Under the Suharto plan large compa- 
nies would be expected to provide the co- 
operatives with interest-free loans to buy 
their shares. This is so unattractive that ex- 
ecutives of some companies say they would 
rather move offshore. The Chinese-run 
companies are also worried that an unin- 
tended consequence of the president's pol- 
icy would be to force them to reveal how 
much they are worth. Many Indonesians 
would be shocked by Chinese wealth. 

Still, Mr Suharto means business, if that 
is the word. The televised confrontation was 
on March 4th. Less than three weeks later 
the president gave a 1096 stake in a tea plan- 
tation he owns to the 10,000 people who 
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Be generous, says Suharto 


work there. The shares will be paid for with 
an interest-free loan from the plantation, 
which will in turn be repaid from dividends. 
The president says he will arrange a similar 
deal for the employees of Bank Duta, which 
he also owns. 

Mr Suharto has yet to announce 
whether he will stand for a sixth five-year 
term of office in 1993. His proud title of Fa- 
ther of Development will need a spot of pol- 
ish if he is to continue to be admired by poor 
Indonesians. Since deregulation was started 
in the mid-1980s the World Bank has re- 
garded Indonesia as a "textbook example of 
how to manage economic adjustment". The 
Bank praises the way Indonesia has stuck to 
sensible macroeconomic policies, slashing 
spending on flashy projects, while maintain- 
ing basic spending on health, education and 
water supplies. 

But, though the poor may have been 
protected from the full blast of the new poli- 
cies, they have not been the cnes who have 
visibly profited from it. Arguments from 
technocrats, among them Mr Johannes 
Sumarlin, the finance minister, that Indone- 
sia needs big companies capable of compet- 
ing internationally do not impress the ma- 
jority of Indonesians. Last year the 
conference of Nahdatul Ulama, Indonesia’s 
largest Islamic organisation, was fiercely crit- 
ical of non-indigenous conglomerates—that 
is, Chinese ones. The knowledge that most 
of these groups, and Mr Liem's in particular, 
owe their success to government patronage 
has helped to fuel the indignation. 

Mr Suharto appears to have been con- 
vinced by the political argument that those 
who have prospered most in recent years 
should put back a little something extra. His 
plan is less explicitly racial than Malaysia's 
New Economic Policy, which favours Ma- 
lays at the expense of the Chinese. But the 
meeting in Mr Suharto's ranch may just be 
the start of serious arm-twisting. 





26 


Kashmir 





Forty years of anger 


FROM OUR INDIA CORRESPONDENT 


MALL children, some of them no older 

than three, scream at a visitor, “We 
want freedom.” Then they run away, laugh- 
ing. Older people say much the same thing, 
but they don’t laugh. Srinagar, the capital of 
Kashmir, has the feel of an occupied city. 
Except for ten days in February, a curfew 
has been in force for all or part of the day 
since January 21st. The main streets are pa- 
trolled by armed policemen flown in from 
other parts of India. Vehicle and body 
searches are routine. 

India means to hang on to the two- 
thirds of Kashmir it runs. Pakistan, which 
runs the other third of Kashmir, is equally 
insistent that the Kashmiris of both sections 
should be allowed self-determination. It 
hopes that the Muslim majority would vote 
for the whole of Kashmir to join Pakistan. 

Two weeks ago Pakistan's prime minis- 
ter, Miss Benazir Bhutto, visited Pakistani 
"Azad" (Free) Kashmir. She made a rousing 
speech and set up a $4m fund to help “free- 
dom fighters". The Indian prime minister, 
Mr V.P. Singh, tells Pakistan that it is inter- 
fering in India's internal affairs at its peril. 
The truth is that both Pakistan and India 
are getting increasingly belligerent because 
neither knows how to cope with what has 
become a full-scale insurgency. The possibil- 
ity of war, which had receded in February, is 
again in sight. 

Muslim fundamentalism is on the rise in 
the towns of the Kashmir valley. This has 
the reputation of being the most secular part 
of India, but the power of the mosques has 
grown because they have become the focus 
of rebellion and a refuge for the militants. 


- AES 
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Veiled threats to India 


SRINAGAR 


The 596 Hindu population of the valley is 
panicky; some 30,000 families have fled in 
the past six weeks. 

A few months ago the secessionist 
movement was confined to roughly 2,000 
militants who had indulged in a campaign of 
bombing and killing against Indian “oppres- 
sion’’. The limited insurgency turned into a 
popular uprising on January 20th, when po- 
lice opened fire on a demonstration in a nar- 
row street in Srinagar. About 50 people 
were killed. This event released pent-up re- 
sentment against 40 years of rule by local 
puppet regimes brought to power through 
rigged elections. The anger of Kashmir’s 
Muslims is also aroused by what many 
them see as a humiliating dependence on In- 
dia for the state’s supply of necessities; and 
even by the “arrogance” of Indian tourists. 

Martyrs are created daily in Srinagar. A 
young man pops out of a narrow lane and 
fires at a group of armed policemen and van- 
ishes. The enraged policemen enter nearby 
houses looking for the gunman. In one they 
see a woman swathed head to foot in a 
burqa, a shapeless gown. Is she an ordinary 
civilian or a terrorist with a weapon under 
the garment? They take no chances and 
shoot the woman. 

Mr Singh's ministers realise that this is 
not a game they can win. The prime minister 
is committed to holding an election in Kash- 
mir as soon as things return to normal. But 
normality seems far away. The sentiment in 
favour of independence is so strong that it 
has swamped the fundamentalists’ earlier 
demand for a plebiscite to decide whether 
Kashmir should go to India or to Pakista 
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or neither. This could pose a problem for 
Pakistan's government, which is not at all 
keen on surrendering its bit of Kashmir to 
an independent state. 

India believes the stridency of Miss 
Bhutto's statements on Kashmir is at least 
partly born of a desire to pre-empt a call for 
independence. But no Indian government, 
least of all a minority one, can abandon 
Kashmir and expect to survive. If both India 
and Pakistan become prisoners of their own 
words, they could yet drift into a war that 


neither of them wants. 





Sri Lanka 


Old Tigers 
in new skins 


2M OUR CORRESPONDENT IN COLOMBO 


OODBYE to all that. The last 350 In- 

dian soldiers of the 50,000 sent to keep 
the peace in Sri Lanka left for home on 
March 24th. It was a melancholy departure 
from the north-eastern port of Trincomalee. 
The Indians have lost 1,155 men in Sri 
Lanka, most of them killed by the Tamil Ti- 
ger guerrillas they had come to the country 
in 1987 to subdue. Few of the Indians felt 
inclined to accept the quayside invitation of 
a Sri Lankan cabinet minister: he said they 
should return eventually, but as tourists. 

The Indians beat the Tigers, driving 
them from their stronghold in Jaffna into 
the jungle. The Indian commander said this 
week that his men had disarmed the Tigers 
three times. But political feeling in Sri Lanka 
changed after the Indians arrived. The gov- 
ernment became tired of defending what 
many Sri Lankans regarded as an army of 

"zupation. When the Tigers offered peace 
ks on the condition that the Indians left, 
the government accepted. 

Talks have been going on between the 
Tigers and the government for nearly a year. 
The Tigers have declared an end to their 17- 
year war and have formed a political party— 
the People's Front of the Liberation Ti- 
gers—to contest elections. The first election 
is expected to be for a new North-Eastern 
Provincial Council. The present council, set 
up under the protection of the Indians, is 
probably finished. Many of its members 
have fled, fearing for their lives now that the 
Tigers have emerged from their hideouts. 

The Tigers' political leaders say they will 
win overwhelming control of the council 
and then negotiate an extension of its pow- 
ers to something just short of their current 
aim of a separate state of Tamil Eelam. Their 
fighters will be converted into a provincial 
police force; they will not have to surrender 
their weapons. 

For now, there is peace in the north-east 
and an amazing degree of co-operation be- 
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Homeward bound 


tween former foes. The Sri Lankan army 
and the Tigers are working side by side in 
security operations. Some foresee a carve-up 
of the country between the elective dictator- 
ship of President Ranasinghe Premadasa in 


Lost in a taxi 


FROM OUR TOKYO CORRESPONDENT 


OREIGNERS are impressed by their 

first glimpse of a Tokyo taxi. It is 
clean, its passenger doors open automati- 
cally, its driver has a peaked cap and a 
starched white shirt. What follows is a bit 
of a let-down. 

First, there is the shock of the fare. It 
costs Y480 ($3.20) to get in the taxi and 
up to $66 to get from the centre of Tokyo 
to the suburbs. Worse, many drivers ap- 
pear to have little knowledge of the geog- 
raphy of their city. In a city laid out in a 
grid, such as New York, this may not 
matter too much. But most of Tokyo's 
jumbled streets do not have names, and 
the addresses on the buildings are pretty 
uninformative too. They consist only of 
a district name and three numbers, the 
first two numbers indicating an area and 
a sub-area (assigned in no discernible 
pattern), the third indicating an individ- 
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the Sinhalese south and the Tigers' warlord, 
Mr Velupillai Prabhakaran, in the Tamil- 
dominated north and east. This, they be- 
lieve, would provide a lasting solution to the 
ethnic problem within a unitary Sri 

Others disagree. The Tigers’ main aim 
in talking to the government has been to 
persuade it to get rid of their Indian tormen- 
tors. As the pressure has been relieved, 
there are signs that the guerrillas are prepar- 
ing for a new war against the government. 
Fresh underground bunkers and military 
hospitals are being constructed in the jun- 
gles. There is a new recruitment drive and 
heavy taxation of the local Tamil population 
to pay for the Tigers’ re-armament. 

The Tigers are cocky about seeing off 
the Indians, and the Sri Lankan army has 
become arrogant after defeating the anti- 
government JVP guerrillas in the south. It 
might take only one massacre of Sinhalese 
or Tamil villagers to spark off a conflict 
again. This time the Indians will not be 
there to sort out the mess. Some in the rul- 
ing party feel that telling them to go may 
prove to have been Mr Premadasa's biggest 
mistake. 





ual building (or two or three or four, de- 
pending). A further confusion is that the 
buildings may be numbered in sequence 
of age rather than of location. 

The average cabbie is reluctant to 
show his ignorance by using a map. In- 
stead, he will head for a famous land- 
mark, then drive around, with the meter 
running, hunting for the address. Com- 
plain, and you discover that Tokyo's taxi 
drivers are the rudest people in an other- 
wise polite town. 

To compound the agony, Tokyo's 
taxi firms are demanding a hefty fare in- 
crease. They also want the premium 
night rate to start at 10pm rather than 
11pm. The surprisingly sympathetic offi- 
cials who will decide their claim think 
cabbies are underpaid and overworked. 
One official proudly produces a five-year 
old article from Time magazine which 
somehow managed to conclude that To- 
kyo's taxis are the best in the world. 

There is a shortage of cabbies, espe- 
cially after midnight when the under- 
ground railway closes. But potential new 
taxi firms are discouraged from starting 
up by the bureaucracy that coddles the 
drivers. It even sets standards for the cab- 
bies' sleeping arrangements. It is less par- 
ticular about whether they have any in- 
kling of how to take their customers 
where they want to go. 
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Tittle tattle on taxes 


WASHINGTON, DC 


| PRIL is tax season. Individual Ameri- 
L M. cans must file their tax returns by April 
15th. Congress is supposed to produce its 
draft 1991 budget by the same date, though, 
' unlike taxpayers, it pays no penalty when it 
misses the deadline. The conjunction of 
dates may partly explain why there is such a 

mg whiff of tax changes—even tax in- 
creases—in the Washington air. 

How can this be? After all, the tax-re- 
form act of 1986 has only just come fully 
into effect. Even the itchiest of congressmen 
would surely want it to bed down before fid- 
dling with the tax code again. As for tax in- 
creases, Democratic leaders on Capitol Hill 
insist that they will propose none unless and 
until President. Bush agrees to them in 
advance—and Mr Bush is sticking to his no- 
new-taxes pledge. 

' The tax agenda is being set by other 
considerations: of budget, philosophy and 
progressivity. Congress found last April's 
budget deal nearly impossible to implement 
because it included $5.3 billion in extra rev- 
enues that had to escape a new-tax label. 
The administration's 1991 budget includes 
a whopping $13.9 billion of similarly dis- 

guised new revenues. lt was partly the 
ed of having to dig around for even 
Her spending cuts that inspired Represen- 

ve Dan Rostenkowski, chairman of the 
House Ways and Means Committee, to pro- 
pose a complete budget package including 
real tax increases that would chop $50 bil- 








lion off the 1991 deficit. 

The administration has 
increased the pressure to re- 
visit the tax code by openly 
disputing the philosophy 
underlying the 1986 com- 
pact, Put simply, this was 
that low. tax rates on a 
broad base are preferable to 
high tax rates on a narrow 
one. That meant curtailing 
lots of tax breaks, including some for saving 
and for capital gains, as the price for getting 
two basic income-tax rates of 15% and 28% 
in place of the previous 14 rates rising pro- 
gressively to 50%, - 

Vice-President Bush was less enthus 
tic about this than President Reagan. He 
reckoned the 1986 act was biased against 
saving and investment. And he thought tax 
breaks were a good way of improving 
incentives—and were better than public 
spending. Hence the administration's plan 
to cut the top rate of capital-gains tax, to in- 
troduce new tax breaks for family savings 
and to spatter the tax code with reliefs—for 
oil and gas exploration, for enterprise zones, 
for low-income housing. The Treasury is 
also about to produce ideas for eliminating 
the double taxation of corporate dividends, 


possibly by integrating corporate and indi- 


vidual income taxes. Each of these changes 
on its own looks harmless or even desirable: 
taken collectively, they challenge the 1986 
compact. 

On top of these comes a 
new debate about tax 
progressivity. Despite the tax- 
cutting rhetoric of the 1980s, 
federal taxes have barely 
moved as a proportion of na- 
tional income (chart 1). But the 
burden has shifted a bit from 
the rich to the middling-poor 
(chart 2). The administration 
has tried to obfuscate this by 
pointing out that the rich pay a 
bigger share of taxes than they 
did. But that is because their 
incomes rose by more than 
their tax rate fell. A more de- 
fensible line would be that 
their incomes rose precisely be- 
cause the rate fell. One of Mr 









































Reagan's advisers, Mr Lawrence Lindsey « 
Harvard University, has just produced 
book that purports to prove this with a. com- : 
puter analysis of tax returns. s 
Yet a shift of the tax burden to T poo t 
was not intended by either Republicans or. 
Democrats. It arose mainly because of the 
sharp increase in the social-security payroll 
tax. This is flat-rate, applies only to pay, has 
an upper income ceiling but no threshold. 
Counting the employers’ portion, some 
three-quarters of taxpayers now pay more i 
payroll tax than in income tax. This is why 
Senator Daniel Patrick Moynihan’s pr 
posal to cut it has gone down well; it has 
now been endorsed by the Democratic Na- 
tional Committee. S 
With all these pots boiling, tax chan 
were bound to be returned to the me 
And it is true that, like al! tax laws, the: 
act needs improvement, particular! 
achieve its declared but missed aim of 
plifying the system. Other sensible cha à 
would include: : 
e Fringe benefits could: : 
taxed as income and be su 
to payroll tax. The exem 
of pension contributions a 
employee medical ber 
from income tax will cost. $8 
billion in 1991. Similarly, ther 
are too many generous deduc- 
tions, including an unlimited 
one for mortgage interest ($47 
billion) and for state and local 
taxes ($22 billion). Base-broad- 
ening to achieve lower rates 
still has some way to go. ? 
@ Inflation is not proper 
taken into account. The it 
come-tax thresholds are now 
indexed to inflation. But the 
treatment of interest makes no 
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allowance for inflation, so penalising savers 
and benefiting borrowers. Mr John Makin 
of the American Enterprise Institute pro- 
poses a rough-and-ready adjustment that 
would exclude half of interest received from 
tax and half of interest paid from tax relief. 
€ Capitalgains taxation is still a mess, 
mainly because tax is levied on gains due 
solely to inflation. Indexing would be better 
than cutting the rate; it would stop the re- 
turn of the pre-1986 tax dodges that con- 
verted income into capital gains. Other 
countries have shown that indexing is prac- 
tical. And it could be partly paid for by end- 
ing the exemption from capital-gains tax at 
death. 

@ Though much nonsense is talked about it, 
the income-tax "bubble"— where the effec- 
tive marginal rate rises to 3396 before revert- 
ing to 2896—still looks odd. It is caused by 
the phasing-out for richer taxpayers of the 
lower 1596 rate. A cleaner result could be 
achieved by setting the top rate at 3096 and 
dropping the phase-out; it is hard to believe 
that this would damage incentives. 

@ Excise duties remain the neglected or- 
phans of America's tax system. The duties 
on beer and wine were last raised in 1951; 
on cigarettes in 1983; on spirits in 1985. Pet- 
rol taxes were raised in 1982, but at nine 
cents a gallon they remain far below those of 
other nations. In today's health-conscious, 
green and revenue-short climate, leaving 
such taxes unchanged locks increasingly 
bizarre. 

Such changes would go with the grain of 
the 1986 act, unlike many of the tax propos- 
als currently on the table. But most of them 
were considered and rejected in 1986; in- 
deed they featured in the Treasury’s original 
1984 blueprint for tax reform, known as 
_ Treasury 1. When Mr Reagan turned many 
of the ideas down, the administration's sub- 
sequent proposal to Congress became 
known as White House 1, Treasury 0. 


Arson 
Fire-trap poverty 


E wonder is that many more people 
do not die in fires in the slums of New 
York. Trivial circumstances led to the 
dreadful death of 87 people at the Happy 
Land Social Club near the Bronx Zoo. Po- 
lice say a 36-year-old Cuban immigrant, Mr 
Julio Gonzalez, has confessed that he set fire 
to the place with $1-worth of petrol after he 
was jilted by a woman who worked for the 
club. The squat two-storey building was no 
more or less a fire trap than many other 
buildings in the area, homes as well as offices 
and shops. 

The telltale signs of urban poverty are 
everywhere in the once-Jewish part of the 


30 





Deadliest mass murderer? 


South Bronx that is now the home mainly of 
Dominicans, Hondurans and other Latin 
Americans. Rats infest the vandalised tene- 
ment buildings that first landlords and then 
tenants have abandoned. Vacant lots are lit- 
tered with rubbish that stinks. Many of the 
surviving tradesmen are marginal: sellers of 
car hub-caps, of lottery tickets, of large soft 
toys in cellophane bags. 

Fear of the vandals and criminals that 
this sort of poverty breeds has turned build- 
ings that are still occupied -into fire traps. 
Doors are reinforced, locked and bolted. 
Those windows that are not bricked up are 
protected by bars or grilles or.steel shutters. 
Razor-wire runs along the top of walls. Some 
of these obstacles are crudely installed. In a 
fire they would delay escape or even block it. 

A city cannot afford to have all these 
buildings strictly inspected by firemen, and 
would make thousands more people home- 
less if it did. But Mr David Dinkins, New 
York’s mayor, has now ordered police and 
firemen to shut down the hundreds of social 
clubs that operate illegally in the city. Happy 
Land was one of these. It was officially closed 
in November 1988 for having no fire alarms 
or sprinklers, no emergency lighting and in- 
adequate exits, 

Cynics recall that a similar crackdown 
was ordered by Mr Dinkins’s predecessor, 
Mr Ed Koch, after a fire at the El Hoyo social 


club in the Bronx killed six people in 1988. 
But their prediction that the latest order will 
prove similarly short-lived may be con- 
founded. Happy Land was the worst fire in 
the city since a blaze in a sweatshop in lower 
Manhattan, the Triangle Shirtwaist Com- 
pany, took 145 lives exactly 79 years earlier 
on March 25 1911. Happy Land's perpetra- 
tor is the deadliest mass murderer in Ameri- 
can history. Mr Dinkins was shaken by the 
sight of the corpses, many of them waxed 
together by the heat. There was no mistak- 
ing his determination to prevent such a trag- 
edy happening again. 

Nonetheless, illegal clubs will continue 
to operate in one way or another. They fulfil 
a need. Old neighbourhood bars have gone 
out of business in the poorest parts of the 
city, losing custom to social clubs. The clubs 
keep longer hours than bars, and are able to 
charge lower prices for food and drink bv 
evading taxes and licence fees, by paying « 
ployees out of the till and by obtaining their 
drink and cigarettes from unofficial suppli- 
ers. Their customers often come from the 
same country, sometimes the same town. 
The Happy Land Social Club, linked with 
neighbourhood baseball and soccer teams, 
was especially popular with people from San 
Pedro Sula in Honduras. 

Many social clubs that are padlocked by 
police and firemen will eventually reopen in 
a basement or a loft or a backroom some- 
where else. The authorities would do better 
to make it easier and cheaper for illegitimate 
social clubs to become legitimate. Stream- 
lined licensing requirements, lower taxes 
and licence fees, and cheap loans to help the 
clubs renovate unsafe buildings and comply 
with fire regulations would all help. 





NO, yes, maybe 


WASHINGTON, DC 


HE cold snap that killed the cherry blos- 

som has penetrated the White House. 
For the first time in six months, the adminis- 
tration is openly jittery about what is hap- 
pening in Eastern Europe. 

It is responding to events in Lithuania 
with warnings cocooned in a thick layer of 
caution. The "overt use of Soviet military 
force would have significant negative conse- 
quences" for relations between America 
and Russia, said Mr Richard Cheney, the 
secretary of defence, on March 25th. Yet 
two days later, after Soviet troops had seized 
army deserters and occupied party head- 
quarters in Vilnius, the White House was 
talking carefully about a “complex, delicate 
diplomatic situation". Spokesmen refused 
to define what "force" might mean, or to say 
whether the Russians had yet used it. They 
called piously for negotiations. 
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This caution is a bit tricky for the ad- 
ministration to justify. American television 
viewers have seen tanks on the streets of Vil- 
nius and have heard Mr  Vytautas 
Landsbergis, Lithuania's president, criticise 
the West for not coming to his country's aid. 
The United States has never recognised the 
legality of the 1940 incorporation of the Bal- 
tic republics into the Soviet Union, which 
makes it harder to explain why it should not 
recognise Lithuania's independence now. 

Since November the administration has 
drawn a distinction between Russia's use of 
force to maintain public order (acceptable) 
and the use of force to crush dissent (unfor- 
givable). The distinction can be a fine one. 
The first time the Americans had to draw it 
was during the violence in Azerbaijan in Jan- 
uary, which the administration quickly de- 
cided was a matter of public order—though 
it might also have been called an outburst of 

tionalist sentiment. 

Soviet diplomats in Washington can 
now ask why sauce for the Azeri goose 
should not be sauce for the Lithuanian gan- 
der. One answer, impossible for the admin- 
istration to state openly, is that while Azeri- 


Rock of ages 


RALEIGH 


EFORE he joined the Senate in 1972, 

Mr Jesse Helms spent a dozen years 
on local television warning viewers that 
Americans were “abandoning our resis- 
tance to communism because we are 
‘surrendering to its manipulation." The 
grasping hand of communism, he said, "is 
getting a firmer grip everywhere.” Now 
that communism’s grip is slipping, what 
does Senator Helms say? Just about what 
he said in the 1960s. 

The world may be changing, but not 
Mr Helms's view of it. Conservatives may 
worry that old-fashioned Soviet-bashing is 
losing its political punch, but not Mr 
Helms, the senior Republican on the Sen- 
ate Foreign Relations Committee. When 
he announced to his North Carolina con- 
stituents that he would seek a fourth six- 
year term this year, Mr Helms said that 
"we must hope and pray that tyranny is 
on the run." But "don't bet the farm on 
it," he added. 

Democrats hope that voters will see 
Mr Helms as irrelevant to the times. “Im- 
movable, entrenched, rigid even in the 


face of change," said Mr Harvey Gantt, a 


former mayor of Charlotte and one of the 
leading Democratic contenders hoping to 
challenge Mr. Helms. American policy 
should be prudent, not paranoid, said Mr 
Michael Easley, a prosecutor from South- 
port and another contender. The Demo- 
crats face a primary on May 8th. 
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Americans may be thin on the ground, 
Lithuanian-Americans are not, and know 
how to lobby Congress. There they have 
found a ready ear among such unrepentant 
conservatives as Senator Jesse Helms, who 
have been waiting impatiently for Mr Gor- 
bachev to slip off his sheep's clothing. 

On March 21st Mr Helms introduced a 
motion calling on the president to recognise 
Lithuania's independence "immediately". It 
was defeated, though the next day the Sen- 
ate voted unanimously to "urge the presi- 
dent to consider" such recognition. The 
resolution was a source of acute embarrass- 
ment to Senator Paul Simon, a Democrat 
from Illinois who is facing a tough re-elec- 
tion campaign this year. Chicago has a lot of 
Lithuanians. He found himself saying that 
while he could not support Mr Helms's mo- 
tion, he thought that freedom for Lithuania 
was excellent, all the same. 

Mr Simon is not the only one to be 
made uncomfortable. The administration 
knows that much of its popularity reflects 
the wonderful way the world has seemed to 
be changing. For this to continue, it can be 
argued, depends on Mr Gorbachev's benign 





Mr Helms, assured of renomination by 
the state Republican party, is fortified by a 
political organisation that has already 
raised $4.2m for his re-election campaign. 
Opinion surveys show that Mr Helms, 
who is 68, has a long lead over any poten- 
tial challenger—but that he is not in- 
vulnerable in a state where he has never 
won more than 5596 of the vote at a gen- 
eral election. 

Mr Helms accepts his critics' denuncia- 
tions of his rigidity as if they were acco- 
lades. "You don't have to wonder where 
Jesse stands," says Mr James Martin, the 
state's Republican governor, in the stan- 
dard refrain of the senator's campaigns. 


As he launched his candidacy, Mr Helms 


intentions. Should Russia get nasty, the ad- 
ministration might be forced by domestic 
opinion to respond in a far less Gorbachev- 
friendly way than has been its wont. If that 
were to happen, Mr Bush's foreign-policy 
successes would turn to dust. 


That is something that Mr James Baker, - 


the secretary of state who never has his fin- 
ger far from the domestic-policy pulse, will 
have in mind when he meets the Soviet for- 
eign minister, Mr Edward Shevardnadze, 
next week. This is the first of three sched- 
uled meetings between the two men before 
the Bush-Gorbachev summit in June. 

The domestic implications for the Bush 
administration if things turn out badly in 
Europe were crudely driven home on March 
25th when Lithuanians paraded their red, 
green and gold flag outside the White 
House, protesting at the administration's 
caution. One placard caught the eye, and 
tugged the memories of those who can re- 
member the happy mockery at the Demo- 
cratic party convention in the summer of 
1988. “Where was George?", the Lithua- 
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' nians asked. 





read a litany of Russian military and intel- 
ligence-gathering efforts, adding: "Trust 
the Soviets? Not yet, not quite." 

He now feels himself proved right. His 
demand that the United States should im- 
mediately recognise Lithuania's indepen- 
dence is in line with his steady prescrip- 
tion for American policy: unleash the 
nationalisms that will destroy interna- 
tional communism. 

Sometimes the senator has to be a little 
more nimble. Only days before Nicara- 
guans went to the polls Mr Helms inserted 
into the Congressional Record a docu- 
ment denouncing the election as an 
American-staged fake. Still a supporter of 
the contra rebels, Mr Helms surmised that 
"a government led by Mrs Chamorro 
would still be a Sandinist-style govern- 
ment, with the same doctrine, and proba- 


bly much of the same personnel." After 


Mrs Violeta Chamorro won, he returned 
to the Congressional Record with a com- 
mentary hailing the outcome as a victory 
and a rejection of communism. 

He was on stronger ground when 
American troops invaded Panama and 
brought Mr Manuel Noriega to Florida 
for trial on drug-trafficking charges. Since 
opposing the Panama canal treaties in the 
mid-1970s as a give-away, Mr Helms has 
never ceased depicting the Panamanian 
government as too corrupt to be trusted 
to operate the canal. Mr Noriega, said Mr 
Helms, will “get a fair trial before he’s 
hung.” This is the sort of sally that en- 
dears Mr Helms to his supporters; they 
like him because he never changes. 
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The Ohio river 


TTSBURGH, LOUISVILLE AND CINCINNATI 


er reaches 


IT WAS in the Ohio river basin 
that American capitalism spent 
its youth. Here sprang up Stan- 
dard Oil and us Steel; business- 
men and bankers with names 
like Rockefeller, Mellon and 
Carnegie; monopoly trusts, 
trade unions and strike-break- 
ing Pinkertons. In Pittsburgh 
and Cincinnati by 1900, several men who 
started with nothing had grown fabulously 
rich— perhaps the closest equivalents to the 
old South's cotton kings. Political power fol- 
owed money. Between 1868 and 1920 the 
state of Ohio produced seven presidents. 

. he Ohio was claimed bv the French, 
wrested from them in war by the British and 
then ceded to the United States in 
183. The names of the Ohio's three 
iain cities neatly epitomise these suc- 
cessive claimants: Louisville the 
French, Pittsburgh the British and 
~incinnati the newly-independent 
mericans. Throughout this time the 
ea was home chiefly to scattered 
sands of Indians. Indeed the British 
ainly tried to ban colonial settlement 
st before it took off. Until the civil 
ar, the settlers remained mainly 
tian. Farming is still surprisingly 
portant. It ranges from Amish fam- 
ilies scratching their traditiona! living 
in Ohio to wealthy horse-breeders 
around Lexington. 

~The key to the Ohio’s develop- 
© ment was not farming but transport. 
Once the falls at Louisville had been 
bypassed, the river became a thor- 
oughfare for trappers and settlers, 
nd later for coal, steel and heavy 





tale of three cities 






rights, the Ohio is the biggest river in North America. But its lower 
aches are known by the name of a smaller tributary—the Mississippi. The 
fourth in our occasional series on America's rivers concentrates on the up- 


manufacturing. By 1860 Cincinnati was 
America's fourth-largest city. Louisville, on 
the south bank, was considered one of the 
biggest cities in the south (the Ohio has al- 
ways been an unofficial border between 
north and south). 

Then the railway took a northern route. 
Chicago and Cleveland outgrew Louisville 
and Cincinnati. Road builders understand- 
ably avoided the river. Stagnation set in. To- 
day the Ohio has recovered a part of its old 
role: 175m tons a year pass by Cincinnati, 
more than goes through the Panama canal. 
But the newest transport revolution is in the 
air. | 

The airport battle along the river is 
fierce. Pittsburgh is a hub for us Air, Cin- 
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cinnati a hub for Delta and Louisville one of 
the country's biggest cargo hubs. All face 
stiff local competition, from each other, 
from Chicago (which is talking of building a 
new airport) and from Indianapolis, Colu: 
bus and Dayton, which are all expanding 
their airports. 

In the fight to lure investors and jobs, 
the chamber of commerce of what might ge- 
nerically be called Ohiotown is always ready 
with a glossy map complete with radiating 
circles that show that it is within 500 miles 
of two-thirds of America’s people. Close 
and efficient transport links to markets are 
undeniably useful—but not as much as be- 
fore the information age. To survive and 
prosper in future, Ohiotown has to offer 
something else. 

It must start with its people. Early indus- 
trialisation attracted Germans and East Eu- 
ropeans to the Ohio—hence the church 
towers with onion-shaped spires. Their lega- 
cy is a population that is hard-working and 
deeply conservative. As one local Republi- 
can congressman, Mr Bill Gradison, puts it: 
"Even the Democrats in Cincinnati are con- 
servative." Cordial relations between bu ` 
ness and government, even in cities wi 
Democratic mayors, bear this out. 

Government is one of the best 
things about Ohiotown. There is lit- 
tle obvious corruption. Conservatism 













INDIANA? OHIO has curbed any tendency to excess 

: columbus Pittsburgh growth in staf and services—and 

ls POG » t] ^ hence in taxes. And there has been 

us Quos some interesting innovation. Louis- 

Ohio river ME ville, for instance, has the country's 

d Me" WEST biggest state enterprise zone with 

f Evansville ME VIRGINIA A — over $I billion of investment; and 

| d M also a homelessness programme that 
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attracts the homeless from as far away 
as Florida. | 
Another plus for Ohiotown is its 
growing internationalism. Big compa- 
nies located in the river cities are ex- 
porting more of their output than 
ever, and not just to Canada. Foreign 
investment is growing apace too, 
though Cincinnati is somewhat 
sheepish at having been headquarter 
to Mr Robert Campeau's failed retail - 


















1988 


t is pleasing to note that the return on sales in continuing busine 
has improved from 7.5% in 1988 to 8.3% this year. 


Our strategy is to develop Bowater into a company which can improve 


both the long as well as the short term wealth of the shareholders. Significant 


pe ey * 


-fforts were devoted by management to acquiring and integrating companies 
whose contribution will enhance profits in future years. 


* 


The year has started well. We face 1990 with quiet confidence. 9 


Norman Ireland, Chairman 
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group, Federated and Allied Stores. The la- 
tent protectionism that has always been 
stronger in the Midwest than on the coasts 
remains, but is weaker than it was. 


Nice but dull 
These pluses are partly offset by the minus 
of education. lt is not that Ohiotown's 
schools are bad, rather that the manufactur- 
ing tradition has undervalued the impor- 
tance of learning. Why struggle through col- 
lege when you can make twice as much 
working in a factory as you can as a teacher? 
So have reasoned generations of workers in 
steel mills, aero-engine factories and car 
plants. Probably for the same reason, higher 
education and research have both been 
weak in the Ohio valley. Carnegie-Mellon in 
Pittsburgh is a lonely outpost amid a group 
of second-tier universities. 
Local leaders talk earnestly of improving 
eir schools. Louisville, for instance, claims 
w be leading the field in teaching computer 
familiarity in high school. More will have to 
be done if people are to escape the most de- 
pressing post-industrial fate. This is not, as 
often thought, the unemployment that fol- 
lows factory closure. It is the relentless 
switch from $16-an-hour manufacturing 
jobs to $4-an-hour service jobs. Better edu- 
cation is needed if high-technology industry, 
which has barely touched most of the river 
valley, is ever to take firm root. 
Manufacturing will remain important. 
In most factories along the river, productiv- 
ity is high, profits good, industrial relations 
better than they were. Louisville has broken 
away from its reputation as strike-city: its 
Ford plant is said to be the company's most 
productive. General Electric, the biggest pri- 
vate employer in both Louisville and Cin- 
cinnati, is doing well. Even steel may be re- 
viving in the valleys round Pittsburgh. 
An environmental challenge looms. 
e river itself is cleaner than it was—it 
boasts of catfish, carp and bass. But the 
drive for cleaner air could add to electricity 
bills and shut down even more dirty power 
stations, factories and steel foundries: the 
valley burns much of Appalachia's high-sul- 
phur coal Another threat comes in the 
guise of the peace dividend. The big aero- 
engine and machine-tool business at Cincin- 
nati might suffer. Louisville, more than 500 
miles from the sea, has, astonishingly 
enough, a naval base where guns and ord- 
nance are repaired. Less astonishingly, it is 
on the latest list of possible base closures. 
Ohiotown's biggest problem is its im- 
age. "Nowhere" ranks near the top of places 
people want to visit. This casts a gloom over 
the tourist industry. Locals appeal rather 
desperately to the many surveys that consis- 


tently rank their cities among America's ' 


most "liveable". They point to low crime 
rates. Sotto voce, they also emphasise their 
relatively small black populations, especially 
to Japanese investors, to whom this is a sig- 
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nificant plus. And they stress culture, in 
which the laurels are neatly divided. Pitts- 
burgh's is the best orchestra, Cincinnati's 
Taft museum the most delightful small art 
gallery, Louisville's theatre festival the most 
creative. 

Certainly Ohiotown is comfortable, 
easy and cheap (especially for housing) to 
live in. A good place, perhaps, to bring up 
the family. Mark Twain said that when the 
world ended he hoped to be in Cincinnati, 
since it was always 20 years behind every- 
where else. Such solidity has its appeal. But 
it also makes the Ohio river and the cities 
along it essentially rather boring places. 





Denver airport 


Take-off 


DENVER 


OW that Continental Airlines, chang- 

ing its mind, has scrambled on board, 
the ascent of Denver’s new airport seems as- 
sured. The airline’s chairman, Mr Frank 
Lorenzo, has shaken hands with Denver's 
Mayor Federico Pena, signing on as the first 
(and only) airline to endorse the $2.3 billion 
airport project. All that could still be miss- 
ing is the prospect of enough customers to 
keep the airport busy when it is ready in 
about five years. 

The deal with Continental did not come 
cheap. Denver agreed to set a cap of $1.9 
billion for the airport’s initial construction 
(Continental will have a say over any money 
spent above this); it will also provide Conti- 
nental with new facilities costing $100m. It 
plans to sell $800m-worth of bonds in April 
and this money, together with $500m prom- 
ised by the federal government, is supposed 
to pay most of the bills. 

For its endorsement of the new airport, 
Continental will receive the best gate posi- 
tions at the planned six-runway, 120-gate 
complex that will be built on 54 acres in Ad- 
ams County, 18 miles from central Denver. 
United Airlines, which carries more passen- 
gers in and out of Denver than sec- 
ond-place Continental, has not yet 
been won over. Neither airline rel- 
ished paying higher gate-fees—or giv- 
ing up the duopoly they enjoyed at 
Denver's inadequate Stapleton 
airport. 

Only three weeks ago, before 
Continental's U-turn, Denver offi- 
cials were bravely claiming that they 
would go ahead with or without any 
agreement with the airlines. “It’s bet- 
ter to have them involved, but not 
crucial”, argued Mr Tom Gougeon, 
an assistant to the mayor. He added 
that the competitive nature of the air- 
line business meant that the carriers 
with whom Denver was now negotiat- 


ing might not still be around when the air- 
port opens in late 1994. 

The day after the announcement of the 
agreement with Continental, a public-rela- 
tions Officer in the airport office, accus- 
tomed to criticising the airline, stopped 
abruptly in the middle of a diatribe accusing 
the carrier of rerouting its connecting traffic 
away from Stapleton airport in a bid to 
lower passenger traffic numbers. “I guess 
they are on our team now," he said weakly. 


Passenger traffic levels, which have been 


falling precipitously at Stapleton since 1987, —— 


are at the heart of the controversy over the 
new airport. The fact that in January (when 


there were a lot of low fares around) the . . - 
number of monthly boarding passengers de- — 


clined by only 0.196 was noted as "encourag- 
ing” by Denver officials. The total number 
of passengers passing through Denver fell 
from 34.7m in 1986 to 28m last year. More 
important, there were 17.3m boarding pas- 
sengers at Stapleton in 1986 and only 13.7m 
last year: the successful operation of the new 
airport is based on having 17m passengers 
boarding by 1995. 


Mr Gene Amole, a veteran columnist. 


on the Rocky Mountain News and a stern 


critic of the new airport, believes that the — 
deregulation of the airline industry has — 


changed connecting, or hubbing, patterns 
to such an extent that mega airports are no 
longer needed. He is sceptical of the claim 
that a new, improved airport will boost Den- 
ver's ability to attract jobs. “It’s supposed to 
give us an international identity and tell 
business that we're up and going," says Mr 
Amole. "That's an awful lot to expect from 
an airport." 

The people of Denver voted two to one 
last year in favour of their new airport. But 


political discussion on the project has always ` 


been heated. Will the passengers come? Mr 
George Doughty, Denver's director of avia- 
tion, muses on the marketing effort that 
brought traffic to the Dallas-Fort Worth air- 
port which opened in 1974. “Who really 
wants to go to Dallas anyway?", he adds; 
"it's hot, it's got no mountains, and it's out 
in the middle of nowhere." 





haem VEAP nd v CAMERE EO. 
Despair all ye who enter Stapleton 
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netry and Lloyd Bentsen 


"HEN Senator Lloyd Bentsen of Texas gave the keynote 
speech to the conference of the Democratic Leadership 
Council in New Orleans on March 23rd, he said what an honour 
it was to be there. Leadership, he said, has always been the es- 
sence of the party's message to America. 
: This was nice of him, because the DLC has for five years led 
` the party nowhere. Its aim, after the 1984 election debacle, was 
. to produce a moderate, "mainstream" Democratic programme 
and candidate for 1988. The chosen tool for the job was the 
Super Tuesday southern primary that year. Instead, Super Tues- 
day did Mr Jesse Jackson more good than anyone else, which was 
not the plan at all. | 
_. Mr Jackson was in New 
Orleans, haunting the DLC 
once more. His message was 
neat: he welcomed the Dic. 
- to his camp. Ít was now - 
|. mainstream, he noted, to 
. call for a progressive tax re- 
gime and more money for 
' education. Since Mr Jack- 
|. son has said that for years, 
he was pleased his audience 
now agreed with him. This, 
too, was not what the DLC’s 
leaders had in mind. If, 
apart from love of the word 
leadership, its members 
= have anything in common, 
-> itis distaste for Mr Jackson. 
Twice outwitted by Mr 
Jackson, many in the DLC 
are now turning to Mr Bent- 
sen for salvation. Mr Bent- 
_ sen is a tactical politician 
without peer. First elected 
to Congress in 1948 when 
= he was 27, he left Washing- 
ton in the 1950s, made his — 
- fortune, and returned to beat Mr George Bush (whom he 
- thought rather liberal) in Texas's 1970 Senate race. Now chair- 
man of the Senate Finance Committee, he is one of Washing- 
ton's power brokers, and legendary in his ability to raise money. 
He is old—69 last month, and looking not a day younger—but 
he showed as the Democrats' vice-presidential candidate in 1988 
that he can handle the grind of a campaign. He still plays a canny 
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- Electorally, those may all be good things not to be. But is a 
series of negatives enough to persuade people to vote for a Dem- 
ocratic presidential candidate? 
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At the heart of the answer lies an asymmetry of American 
politics. Since Mr Richard Nixon's presidency, people voting Re- 
publican have known what they were voting for. With the Re- 
publican party, what you see—a commitment to free markets, 
strong defence, anti-communism, traditional values—is more or 
less what you get. In international terms, the Republican party is 
a perfectly ordinary right-wing party; some of its members are 
more illiberal than others, but that, too, is a characteristic of 
right-wing parties elsewhere. It has a unifying ideology (which is 
interesting, since it is Republicans above all who maintain that 
ideology is an unAmerican concept). 

None of this is true of 
the Democrats. For years 
their unity was held hostage 
to regional interests, espe- 
cially those of the South. 
For a while, in the 1960s, it 
seemed that the party stood 
for a liberal domestic policy 
and a hawkish foreign one; 
but that mixture died in 
Chicago in 1968. And since 
then, what? 

The DLC’s New Orleans 


declaration, adopted last 






document, full of every- 
thing and nothing. Educa- 
tion and the environment 
figure, of course; so does 
more foreign aid, national 
service, a Police Corps 
(whatever that is) and a 
guaranteed working wage. 
That is about it. It is not so 
much motherhood and ap- 
ple pie as Mother Theresa 
and oeufs à la neige— 
wholly worthy and wholly insubstantial at the same time. 

Mr Bentsen has a reply to those who accuse the Democrats 
of incoherence: leadership. But in America, with power diffused 
between Washington and the states, between the executive and 
legislative branches, there is no one person who can be called a 
party leader. So the Democrats will have to wait, says Mr Bent- 
sen, for a presidential candidate to emerge (and that, he says, will 
be painless this time around: there will be only two or three seri- 
ous candidates). Then the party will believe what the candidate 
believes. So it will be all right on the night. Relax. 

This insouciance would have more to commend it if it dif- 
fered from the strategy that Democrats have followed during the 
26 years since 1964, in which they have won only one presiden- 
tial election. Yet, just possibly, Mr Bentsen is on to something, 
and it is his old sparring partner Mr Bush who has given him the 
opening. Both Mr Nixon and Mr Ronald Reagan were comfort- 
able with their ideological half of the asymmetrical political sys- 
tem. But is Mr Bush? The more the present administration con- 
tinues in its prudent, managerial style, eschewing "vision" 
(America's euphemism for ideology), the more the Republicans 
lose their distinctiveness, the more politics becomes symmetri- 
cal. And the more Mr Bentsen's platitudes gather the weight and 
content that go with leadership. | | 
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Mozambique gets sympathy 
but cannot sell its tea 


FROM OUR SPECIAL CORRESPONDENT IN MAPUTO 


Chissano passes on the handouts 


AR-SMASHED Mozambique basks 
in the sympathy of the world. It was 
plundered by its Portuguese rulers, then 
wrecked by a Marxist government and by 
errillas whom the white governments of 
odesia and South Africa backed. Sympa- 
y brings Mozambique help from half a 
dozen friendly armies, and aid worth two- 
fifths of what its people earn. War makes 
Mozambique more wretched even than the 
figures of poverty show. South Africa now 
sends advisers and ration packs to the gov- 
ernment's troops instead of to the Renamo 
guerrillas. Yet Renamo is miles from being 
beaten, and the aid deluge fails to make the 
economy strong. 

In the capital, Maputo, not everybody 
feels poor. The army keeps Renamo out, 
and charitable import credits keep goods in 
the shops. Those who can afford them ex- 
ude optimism. Smart couples buzz about on 
motorbikes; a local white businessman says 
that now, 15 years after independence, he 
may accept a Mozambican passport; South 
Africa's trade mission estimates that deal- 
seeking South Africans are flocking in at a 
rate of five a day. The economy has notched 
up annual growth of 4.596 since 1987, if the 
figures can be trusted in a country very few 
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of whose people use money at all. Even more 
important, peace talks are promised soon. 
Farther north, the ports of Beira and 
Nacala are attracting wheeler-dealers too. 
Small wonder, when Beira alone has swal- 
lowed about $670m in foreign aid. At both 
ports everything from quays to cranes to 
telephone lines has been built anew. The op- 
timism spreads inland along the rail lines 
from the ports to Zimbabwe and Malawi, 
whose governments provide troops to help 
protect the lines. Around the country, some 
130 private foreign charities nurse lucky vil- 
lages with seeds and fertiliser. Lonrho, a 
British company with the guts to invest al- 
most anywhere, grows tomatoes and cotton 
near Chokwe, in southern Mozambique. Its 
farm is guarded by a private army. The locals 
crowd under its shelter: thousands of huts 
have sprung up around the farm workshops. 
But these islands of prosperity depend 
on foreigners and are vulnerable to Renamo 
attacks. The rebels’ income—from revenge- 
ful former settlers, from smuggling and from 
ivory poaching—buys them plenty of weap- 
ons from the government's ill-fed troops; 
the going rate for a Kalashnikov rifle is said 
to be $10. Last year Renamo put twice as 
many government relief lorries out of action 


^ ' afp A PE 
aa ———h xri" ee ee ee. ee H e ÉIcTLITSItaAER eS —-— Roca l^ 1 


as it did in 1988. It mounts small attacks on 
the Beira railway about three times a month. 
In March about 200 of its men attacked 
Lonrho's farm on two successive nights, and 
destroyed the irrigation equipment. 

About Im Mozambicans have fled the 
country. Of the 14m who remain, half de- 
pend on food aid. With the support of the 
World Bank, the government has devalued 
the currency and freed most prices. As a re- 


sult, real wages have fallen in a country - 


where they had already been among the low- 


est in the world. In January the capital was — 


swept by a wave of public-sector strikes; in 
mid-March it was flooded with rumours of 
plans to loot the hard-currency shops. Nei- 
ther economic growth nor foreign invest- 
ment seems to be putting down the kind of 
roots that can anchor Mozambique. 


Aid business is good business 

With few exceptions, the business visitors 
are out to profit from aid: either directly, by 
winning aid-financed tenders, or indirectly, 
by providing the services that aid-workers 
use. Lonrho has bought Maputo's second 
hotel; a South African investor has bought 
the first one (expropriated from his father 
during the government's Marxist youth). 
Manica Freight Services, a Jersey-based com- 


pany with South African managers, is hiring 


out cars. 
Mozambicans hire themselves out to 





foreigners whenever they can. Middle-rank | 4 


civil servants fight for far more lucrative jobs 
as UN drivers. The Portuguese colonists left 
one happy legacy: whites and blacks mix and 
marry more easily than in the parts of Africa 
where the British ran things. But the Portu- 
guese trained blacks for nothing. Most gov- 
ernment ministries therefore have only a 


handful of graduates, who are easily tempted — S 


away by better pay from the aid agencies. 
Some who fail to find foreign employers 
feed their families from second jobs, or from 
corruption. Foreign businessmen put the 
Maputo port's "pilferage rate" at 10%. 


Quartermasters steal rations before they get 


to the soldiers. Food aid is sold on the black 
market. Last year the government set up a 
commission to investigate such theft. It has 
not published its report. 

Until the war ends, the productive 
power of the economy will remain low. 
fence Systems Limited, a firm of British mer- 
cenaries, is thought to have trained some 
3.000 soldiers to protect projects like 
Lonrho's farm. Even so, the war ensures 
that the countryside produces little and mar- 
kets less; the state tea company has several 
seasons' worth of leaves piled up on its es- 
tates. Without the countryside, the towns 


41 


=s. it =E stCe = = 










INTERNATIONAL 





* * Ps 
acm 


E- = = a -7T E — > — S GÀAó 07 = * TTE E a 
P-L RT T 
» ' ^ J i * " . 
i I ', f . 





cannot prosper. A condensed-milk factory, 
built before independence to add value to 
Mozambique's sugar surplus, used to import 
only a quarter of its raw materials. Now war 
has destroyed the sugar fields, and three- 
quarters of the inputs are imported as aid. 
Mozambique's sympathisers are there- 
fore encouraging the government to sue for 
peace. In 1987 the rebels were offered an 
amnesty. Last year senior churchmen met 
Renamo's leaders on the government's be- 
half. Now President Joaquim Chissano is 
promising direct talks, having gone much of 
the way to meeting Renamo's demands. 
Last year the ruling party announced 
that it had dropped Marxism. In January a 
constitution promised the direct elec- 
tion of president and parliament, plus guar- 
antees for human rights. Such constitutions 
do not necessarily mean much. President 
Chissano allows that multi-party systems 
have their merits, but he wants to keep Mo- 
zambique a one-party state. He says that 
party rivalry would worsen tribal and reli- 
gious tensions; in too many African coun- 
tries, he says (like too many African rulers), 








N WHAT seems to have been a well 

co-ordinated sting, British police and 
customs officials arrested five people in 
London on March 28th on suspicion of 
trying to smuggle nuclear-weapons com- 
ponents to Iraq. The components in 
question, according to an ial British 
spokesman, are 40 capacitors. It seems 
they had been in storage at Heathrow air- 
port for several days since arriving from 
the United States. 

One of the men arrested was an Iraqi 
national, who is being deported. One 
other was a Lebanese national, and three 
were British passport-holders of mixed 
national origins. As usual, all details that 
British officials can possibly keep secret 
they are keeping secret. 

The story about capacitors is at best a 
half-truth: the things the smugglers were 
trying to get through to Iraq were 
kytrons. These are small vacuum tubes 
used to control the detonation of the 
high explosive segments that compress 
the nuclear material and thus ereate the 
big bang. These are well known as nu- 
clear-weapons parts require an 
American export licence; they may not 
be openly bought and sold. 

What was going on? Something, it 
seems, like this. An American or British 
agent, masquerading as a dealer, offered 
krytrons (and maybe some associated ca- 
pacitors) for sale, implying that they had 

stolen or otherwise obtained ille- 
gally; thus no licence, only a false air way- 
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Bombs away at Heathrow 


the result has been chaos then army rule. 

The leader of Renamo, Mr Afonso 
Dhlakama, says he wants a multi-party sys- 
tem. Mr Dhlakama has had no education 
beyond fighting. He and his people are 
driven less by ideology than by more Afri- 
can concerns. The government, they say, 
has neglected northerners and Muslims; it 
has deprived chiefs and spirit-mediums of 
their traditional roles. Some government 
people hope Renamo would be satisfied 
with a ministry or two. It seems unlikely, 

If the talks drag on, the generous for- 
eigners will tire. At the annual donors’ con- 
ference last April, they promised $251m in 
emergency aid; Mozambique had asked for 
$383m. This year the government is asking 
for only $136m, knowing that it will not get 
more. Rival clients have emerged, in Na- 
mibia and Angola. As South Africa 
changes, Mozambique ceases to appear a 
victim of apartheid. If the aid workers start 
leaving, the civil service will be hard-pressed 
to run the country in their place. Mozam- 
bique needs peace soon. 








bill, was required to ship them out of the 
country. The deal was made, but the 
krytrons shipped to Britain had been 
made inoperative by the manufacturer, 
just in case the sting failed. British cus- 
toms men waited to see who would pick 
the order up. 

The Iraqis’ plan was to leave the ship- 
ment at Heathrow for several days to try 
to ensure it was not being watched, and 
then to transfer it directly on to an Iraqi 
airliner for the rest of its journey to its 
destination. By the time the pick-up was 
due, police and customs men had spotted 
the five. 

The hasty deportation of the one 
lraqi national—the Lebanese and the 
suspects with British passports are still in 
jail in London—was almost certainly ar- 
ranged because of Britain's strained rela- 
tions with Iraq after the execution two 
weeks ago of a British-based journalist, 
Farzad Bazoft, on charges of spying. The 
last thing Britain wanted was the ag- 
gravation of holding and then trying an 
Iraqi national. 

Both Britain and the United States 
are convinced that Iraq is making strenu- 
ous efforts to produce a nuclear weapon. 
It plans to put it on a surface-to-surface 
missile, such as the 900-kilometre al- 
Abbas that it is adapting from the Soviet 
Scud. Iraq is believed to have established 
purchasing missions throughout Europe 
to obtain the materials it needs. Now it 


may have one mission less. 





































Colombia 
Cocaine and 
friends 


FROM A CORRESPONDENT RECENTLY IN COLOMBIA 


HEY are brave men on Colombia’s left. 

In 1985 a group of ex-guerrillas, commu- 
nists and assorted leftists formed the Patri- 
otic Union (UP) as a legal political party. 
More than a thousand of its members have 
since been murdered. But still they go on. 
The latest victim, at Bogota airport on 
March 22nd, was Bernardo Jaramillo, the 
UP's candidate in the presidential election 
on May 27th. 

He was the third top UP leader to be as- 
sassinated. Jose Antequera was killed, also at 
Bogota airport, last March and Jaime Pardo 
Leal, their candidate at the previous pre: 
dential election, in 1987. The party's de: 
include three members of the lower house of 
Congress, five mayors, 37 town councillors 
and hundreds of party militants. 

Jaramillo's official bodyguard could not 
protect him from a 16-year-old, who is said 
to have been paid $600 for the job; as a mi- 
nor he faces juvenile court and may go free. 
The state security police say the killing was 
ordered by Mr Fidel Castano, a cocaine pro- 
ducer with friends in the army. 

Despite all the slaughter, the uP fought 
the general election in February. Its share of 
the vote dropped from 4.6% in 1986 to un- 
der 396 last month; but it won seven seats in 


. the lower house and two in the Senate (in- 


cluding Jaramillo's). It also elected eight 
mayors and 280 councillors, many of whom 
were promptly threatened with death. 

The up has been a favourite target of the 
drugs gangs ever since they decided to make 
friends with—and sometimes work closely 
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with—some far-right army and police offi- 
cers. Mr Pablo Escobar, from the main Me- 
dellin drugs organisation, says he did not kill 
Jaramillo, and the UP accepts that. Instead, 
the party criticised the interior minister, Mr 
Carlos Lemos, for what it says were inflam- 
matory words; two days before the murder 
he had denounced the UP as the "political 
arm" of an armed guerrilla faction. 

He was off-base. The party is against 
guerrilla violence, and has been criticised for 
being namby-pamby by more extreme com- 
rades. Because of his rash speech Mr Lemos, 
a main supporter of President Virgilio Barco 
in the “war on drugs”, was obliged to resign. 
He was replaced by a man of the centre-left. 
~ Ifin fact it was not the work of the drugs 
gangs, the latest killing strengthens the argu- 
ments of those left-wingers who say it is no 
good fighting the government except with 
with arms. Until the Jaramillo murder some 

ierrillas had been quitting the fight. The 
once-feared M-19 movement has become a le- 
gal party; about 800 of its fighters symboli- 
cally melted down their weapons this 
month, and their leader, Mr Carlos Pizarro, 
got almost 1096 of the votes in the race to be 
mayor of Bogota. He is now standing for the 
presidency, and (if he survives) may pick up 
some of Jaramillo's votes. 

The 5,000-strong Colombian Revolu- 
tionary Armed Forces (FARC), led by Mr Ma- 
nuel (Sure Shot) Marulanda, proclaim a de 
facto truce (but regularly break it). The pro- 
Cuban National Liberation Army (ELN), led 
by a Spanish ex-priest, Mr Manuel Perez, 
keeps on shooting and blowing up the main 
oil pipeline. 

And Colombia's war on drug-traffick- 
ers? The embittered Mr Lemos said that 
over the past three months the Barco gov- 
ernment had become less "decisive, intran- 
sigent and firm”. Extraditions to the United 
^ ates stopped three days after the drugs 
_ ngs made their latest peace offer to Mr 
Barco. No drug-trafficker has been deported 
to the United States since January 21st, al- 
though 14 men wanted by the Americans 
are still in detention. Jaramillo's murder is a 
reminder that the war on drugs gets tangled 
in things that outsiders cannot believe, let 
alone understand. 





Nicaragua 
ouspicion 


FROM OUR CENTRAL AMERICA CORRESPONDENT 


N the five Central American pres- 

idents meet in Managua on April Ist 

to bring down the curtain on Nicaragua's 
civil war, they will find a lot of surreptitious 
activity behind the scenes. The leaders of 
the contra rebels have promised, in an 
agreement signed on March 23rd in Teguci- 
galpa, to dismantle their camps in Honduras 
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by April 20th. That is five days before Nica- 
ragua's Sandinists are due to hand over the 
government to the alliance headed by Mrs 
Violeta Chamorro that beat them at the 
polls. The date is vital: President Daniel Or- 
tega has said there can be no smooth transi- 
tion if the contras—after more than eight 
years’ fighting—are not disarmed first. 

Fine: but the international officials who 
are supposed to supervise the disbanding of 
the Honduran camps may find them empty 
of arms and of fighters (though some of the 
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Will the contras lay them down? 


fighters' families may still be there). All par- 
ties appear to have overlooked the fact that 
several thousand contras have quit Hondu- 
ras and taken their weapons across the bor- 
der into the old battlegrounds of Nicara- 
gua's remote northern hills. About half the 
contras have already left, and more are fol- 
lowing. Disarming these guerrillas inside 
Nicaragua by April 20th cannot be done— 
for logistical reasons, and others too. “We 
need to see what steps the Sandinists are 
willing to take first," said one top contra. 

The Nicaraguan-based rebels remain 
deeply suspicious of the outgoing govern- 
ment. Having sworn for years that the 
Sandinists cannot be trusted to hand over 
power except at the muzzle of a rifle, they 
suspect any sign of Sandinist trickery. Such 
signs are not hard to find. 

Soon after the election, for instance, 
Sandinist political bosses in the army began 
ordering the distribution of AK-47 assault ri- 
fles to loyal party members and supporters. 


They explained that these party faithful 


needed the arms for self-defence against 
contra vengeance; also for protection by 
people farming confiscated land against for- 
mer land-owners who might try to claim it 
back. Few clashes have so far been reported, 
but thousands of civilian Sandinist support- 
ers are now armed. 


Under pressure from radical Sandinists, 
particularly in the party's youth wing, Mr 
Ortega says the guns cannot be taken back 
until the contras have been demobilised. 
Sandinists fret that the Tegucigalpa accord 
was not signed by Mr Israel Galeano 
(Comandante Franklin), who is the top man 
in the contra high command and leads its 
diehards. He and his supporters believe that 
the contras deserve more recognition 
(though the agreement does refer to their 
"patriotic work" and promises them "re- 
habilitation aid" and pensions for the dis- 
abled, widows and orphans). 

Full demobilisation needs a ceasefire 
agreement. The idea so far is that during a 
transitional stage contras in Nicaragua 
would move to “security zones” supervised 
by international and church observers, in 
which the rebels would turn over their 
weapons to United Nations peacekeepers. 
But it is far from clear how quickly agreed 
zones can be defined, let alone whether or 
when UN forces can be deployed. UN officials 
were in Managua this week to discuss how 
the small, lightly armed force that was 
brought in to monitor Nicaragua’s borders 
can be expanded, perhaps by a Venezuelan 
battalion that has been keeping the peace in 
Namibia. The force will need entirely new 
instructions. 

The American government has said 
that a $300m aid package for Nicaragua, 
now being considered by Congress, includes 
$32m for contra demobilisation. That will 
help. But without the rapid deployment of 
an international force to guarantee di 
ment, Mrs Chamorro may find herself tak- 
ing office with a country on the verge not of 
peace but of renewed civil war. 





Jordan 


Careful, careful 


FROM A CORRESPONDENT IN AMMAN 


HE first parliament Jordanians have 

elected in 22 years has a tricky first job: 
to unpick a web of corruption and misman- 
agement that has wrecked the economy and 
helped raise the foreign debt to $8 billion. In 
mid-March, in a “secret” but widely leaked 
debate on corruption, the 80-member house 
decided by 76 votes to none (with four ab- 
stentions) to refer nine cases of possible cor- 
ruption to the judicial authorities and seek 
further details on at least 25 others. 

The cases involve state construction 
projects, the sale of central-bank gold re- 
serves, and the misappropriation of state 
land. At least one former prime minister, 
seven former cabinet members, former se- 
nior officials and several leading business- 
men are on the list of suspects. 
buzzes with speculation about who will be 
implicated next. “No one is willing to be a 
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scapegoat,” said one parliamentarian, 
"Once one suspect begins to talk, all hell 
could break loose." 

The corruption inquiry has temporarily 
unified some of the assorted groups repre- 
sented in parliament. Radical Islamic mem- 
bers have joined left-wingers and indepen- 
dents to demand action. Yet the largest 
single block in the house has kept mum. 
This is the Muslim Brotherhood. The name 
elsewhere in the Arab world denotes Islamic 
radicalism, but in Jordan it indicates people 
long allied with the Hashemite monarchy. 
The brotherhood's quietness has not passed 
unnoticed. "Some deputies who raised hell 
during the election campaign, promising to 
put this or that official behind bars, have be- 
come quite domesticated,” said an unbroth- 
erly member of a rival party. 

The investigation grows more sensitive 
as it reaches out towards the high places of 
government and the royal palace itself. Un- 
less it treads carefully the parliament, 
elected last November, could be dissolved 
by King Hussein. Some of his closest advis- 
ers are anyway deeply opposed to the “dem- 
ecratic experiment". y 

Many ordinary Jordanians are watching 
as anxiously as king and court. For them, 
eorruption has grown in importance as their 
living standards have declined. They will 
judge from the way it tackles corruption 
whether parliament is truly an independent 
body. They may be disappointed. The cor- 
muption inquiry is likely to do little more 
than expose a few cases of managerial in- 
eompetence and locate a few million embez- 
zled dollars. 

Even honesty would not by itself restore 
Jordan's prosperity. For many years, as a 
"confrontation state" with Israel, the coun- 
my enjoyed a generous infusion of money 
trom other Arabs. During the oil boom, re- 
mittances flowed into the country from Jor- 
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danians working in lucrative jobs in the 
Gulf. Today Arab aid has slowed to a trickle 
and the oil gusher is dry. Once the excite- 
ment of the corruption inquiry dies down, 
Jordan faces the tedious reality of prolonged 
economic austerity. 





Libya 
small fire, 
much smoke 


HE satellite picture on the right shows 

Libya’s chemical-weapons plant, less 
than 312 days after the White House spokes- 
man said it had been extensively damaged 
by “a major fire". It looks fine. So what on 
earth has been going on in Colonel 
Qaddafi's backyard? 

The Rabta chemical plant, which Libya 
claims is an innocent "pharmaceuticals fac- 
tory , has been worrying western intelli- 
gence services for two years. On March 7th 
the White House spokesman, Mr Marlin 
Fitzwater, announced that mustard-gas pro- 
duction had re-started at the plant, some 40 
miles south-west of Tripoli. Asked whether 
President Bush was considering military ac- 
tion, Mr Fitzwater replied, "Nothing is 
ruled out." 

A week later Mr Fitzwater was back in 
the White House press room to announce 
the fire on the night of March 13th-14th. 
His source, he said, was "diplomatic", not 
direct observation. The Libyans then said 
the plant had been “virtually destroyed" by 
arson. Other interested parties, including 
the Italians and Egyptians, were not so sure. 

At 10am on March 18th the cameras of 
the French commercial satellite SPOT-1 pho- 
tographed an apparently untouched factory. 


An executive of SPOT's marketing company 
said that its photo-interpretation experts be- 
lieve there may have been a small fire in a 
building some 800 metres from what is 
thought to be the main factory. But the 
main plant seemed to be undamaged. 

This week the State Department was 
rowing backwards. The Libya desk officer 
told The Economist that he was "not in a 
mode" to talk about Rabta. A press spokes- 
man said, “We have no direct evidence of 
the degree of damage and neither do our al- 
lies.” The British Foreign Office said it “had 
no reason to doubt" the growing consensus 
that the fire was not as serious as first 
thought. 

Libyan opposition groups reckon that 
Colonel Qaddafi organised a small fire in an 
attempt to avoid an American air strike like 
the one that almost killed him in 1986. Oth- 
ers suspect that a fire was started by an ar- 
sonist, but was quickly mastered by the Lib 
ans. This is what the Italian ambassador to 
Tripoli, Mr Giorgio Testori, said the Liby- 
ans first told him. 

If somebody attempted sabotage, who? 
Colonel Qaddafi wants to blame the West 
Germans, whose companies built the place 
and had the plans. The manager of 
Imhausen-Chemie, the firm that did most of 
the work, Mr Jürgen Hippenstiel-Imhausen, 
was arrested last October and has now been 
charged with violating German export regu- 
lations. For an embarrassed West German 
government, the plant's disappearance in a 
cloud of smoke would have been handy. 

But the pictures seem to show that 
Rabta is still ready for business, whatever 
that may be. And newspapers can now buy 
their own commercial satellite pictures. 
That should keep government spokesmen 
on their toes. 
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| | Among hose scheduled for 1990 are: 

| Christopher Bartlett, London, April 27, 1990. 

. Tom Peters, London, May 4, 1990 - 

John Naisbitt and Patricia Aburdene, bidon: May 18, 1990 . 
Peter Drucker, Nr London, May 30- June 1, 1990 






E | Counting on Quality: Europe's daliesge in the 1990s 
x Sheraton Hotel, Brussels, Belgium, April 5-6, 1990 
CJ investing in US Businesses and Markets — 
Claridge's Hotel, London, May 3-4, 1990 
Q Exploring Leading Edge Management 
7 Grand Hotel, interlaken, Switzerland, June 5-7, 1990 
-OU People and Technology: Making Your IT Work for You 
: London Marriott Hotel, London, June 15, 1990 
(J insurance - How an International industry Goes Global 
x Royal Garden Hotel, London, June 25-26, 1990 
^^ Q Winning in the Global Game _ 
South Lodge, Nr Horsham, July 1-3, 1990. 


J _ International investor Relations — 
: agifingtiüin Park Hotel, MEN July 9- 10, 1990 
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The islamic Development Bank has the pleasure to Invite universities, academic, financial and islamic institutions and 
individuals throughout the world, to nominate whoever they deem eligible to be awarded either one of the IDB's two 

prizes for the year 1410H ( 1990 ) In the fields of : (a) Islamic Economics and (b) Islamic Banking. E 
Each prize consists of a citation carrying the Bank's emblem, and a cash award equivalent to 1 5,000 islamic Dinars — 

equivaient to us § 19,329 as on 01.01.1410 ( 02.08.1989G ). The prizes can be awarded to individuals and/or 

"organizations. More than one laureate may share the same prize. Nominations are acceptable from individuals or 

. organizations. Selfnomination and posthumous nomination are not acceptable. The IDB reserves the right to 
 withhold awarding any prize. — | | 

The following conditions must be fulfilled in nominations: Ro x x 

a) A nominee should have made an academic or practical contribution of outstanding merit in the fields of the prize. 


b) Works which have already been awarded international or regional prizes shali not be considered. 
€) Research works, on the basis of which nomination for the Prize is made, should have been published and 
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d) A nomination should contain brief information about the candidate's BIO-DATA, QUALIFICATIONS, FULL i 
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Wneers: the difference between Lith- 
uania and Tiananmen Square? An- 
swer: Lithuania is slightly larger. Both are 
home to large numbers of defenceless peo- 
ple, who are seizing what they believe to be a 
moment of history by daring their Commu- 
nist rulers not to mow them down. But this 
is Tiananmen before the massacre—which, 
in Lithuania's case, is most unlikely to come. . 
Even so, the threat of violence hangs 
over Lithuania. Troops are in the capital. 
Soviet soldiers have occupied five buildings; 
they are rounding up Lithuanian army "de- 
esrters” and sending them back to barracks. 
ot the thump of force has been muffled. A 
“Tegal stand-off exists: the Lithuanian govern- 
ment claims to rule an independent state 
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FROM OUR CORRESPONDENT IN VILNIUS 





HE man at present responsible for 
A Soviet policy on the ground in Lithua- 
nia is General Valentin Varennikov, the 
commander of the Soviet army, who has 
been visiting the Baltic republics. His 
hardline article last week in the conserva- 
tive newspaper Literaturnaya Rossiya— 
which has often obliquely criticised Mr 
Mikhail Gorbachev—was one reason for 
thinking the army might be starting to 
make its own policies. This, it was feared, 
could involve “provocation”: using. the 
help of some local Russians and of Com- 
munists | s still loyal to Moscow to stir up 


and wants the West to recognise this. The 
Soviet government formally accepts the re- 
public's right to secede, but it refuses to ac- 


cept the way it has exercised this right. ki in 


sists that Soviet law must prevail. 


Will the troops now be used to "re- 
solve" the crisis? Or ate they there for some- - 
thing more subtle: to bring Lithuania hum- © 
bly to the. negotiating. table of Mikhail 
Gorbachev's choosing? | 

The signs are mixed. On the one hand; A 


foreigners have been told to clear out of the 
republicas soon as their visas expire. When 


this happens, the only on-the-spot reports 


will come from the Soviet press, which has 
been conducting a campaign of vilification 


against. Lithuania, The army says that the 


trouble. The disorder would be the excuse 


. for military intervention. 
Such a move is still possible, but. iare: Pi 


are two problems with it. One is that Lith- 
uanians are so extremely difficult to pro- 
voke. Almost anywhere else, the Soviet 
actions against so-called deserters and the 
occupation of buildings would have pro- 
duced the sort of violent anti-Russian 
demonstration that Soviet hardliners 
could exploit. Yet Lithuanians have 
stayed cool. 

The second snag is that the Russian 
population in Lithuania is relatively small, 
consists largely of immigrant workers and 

is fairly disorganised and apathetic. Only 
a few thousand people turned up outside 
the. parliament in Vilnius on Tuesday, 


|. force would not be used “unless lives we 
- threatened”. This is a condition which, 
the Lithuanian president pointed out, t 


d Te zd m the second rally of So: i 


many retired officers have settled in th 
Baltics because of the relatively high 





1,000 “deserters” still at large will soon | 
rounded up—which implies a further: large 
military operation. 

Worst of all, Mr Gorbachev has: gone 
back on his word that force would not b 
used. First he ordered the military occupa 
tion of the buildings. Then he said tha 


Soviet-army "could create. easily itself". 
has blatantly been attempting to do just tl 
by dropping leaflets (in Russian) from arm 
helicopters urging people to picket the Lith 
uanian parliament. | 

But look at the story another way. Th 
convoy of tanks that rolled oe niu 





loyalists. Still, the links between som 
viet loyalists and the army could mati 


standards there, and they are now | 
the loyalist movement. : 

The group that called Tuesday’ s. de 
onstration is the "Committee for the D 
fence of Soviet Citizens in Lithuania". 
Taken literally, the name suggests th: 
Lithuania is indeed already independent. 
Perhaps the local Russians are demanding 
extra-territorial status of a rather nine 
teenth-century kind—with the Soviet 
Communist party in its old buildings : 
their representatives and the Soviet Ar 
as their guarantors. me 
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did so at 3am, hardly peak provocation 


time. The buildings thus far occupied —the 
party headquarters, the Institute of Marx- 
ism-Leninism—are all, stretching a point, 
property of the Soviet Union. Nompart of the 
Lithuanian government— parliament, gov- 
ernment offices—has been taken over. And 
talks have been held between members of 
the Lithuanian parliament and represen- 
tatives of the KGB and the local militia. 

Mr Gorbachev stands to lose much by a 
brutal repression. His support in the West, 
for a start. Although no western country is 
likely to make a big fuss about thearrest of a 
few “deserters” or the occupation of some 


irrelevant buildings, the arrest of (say) the 
Lithuanian government would be different. 
A gauge of western worry was an unusual 50- 
minute telephone call from Mrs Margaret 
Thatcher to President Gorbachev on March 
2Bth. President Bush, criticised for taking 
Tiananmen Square too calmly, has pro- 
claimed that "further actions" in Lithuania 
could damage Soviet-American relations. 
At stake is the July summit, the deal ex- 
pected later this year cutting long-range nu- 
clear weapons, and possible western eco- 
nomic help. 

True, Mr Gorbachev may think he can 
risk annoying the West because the West 


Mikhail Mikawberchev 


| 
| 
| FROM OUR MOSCOW CORRESPONDENT 
PET ES GORBACHEV'S policy 
on Lithuania seems to be: make it up 
as you go along and send in the tanks in 
emergencies. The contrast with his for- 
eign policy could hardly be greater. There, 
he seems capable of shaping events with 
bold policies, and relaxed about thinking 
the unthinkable. At home, he has no dis- 
cernible line for dealing with the turbu- 
lent republics, and he is intolerant of new 
ideas that are everywhere discussed. The 
| result is that, far from shaping events, Mr 
Gorbachev is pulled along by 
them—hoping, like Mr Micawber, 
that something will turn up. 
Perhaps you thought Mr Gorba- 
| chev had long ago made clear to 
Lithuania the terms on which it 
could leave the Soviet Union? Not 
so. It has been obvious for months 
that the Lithuanians would opt for 
independence; the republic's par- 
liament announced on November 
23rd that it was preparing for it. In 
this it was joined by Estonia (on 
November 12th) and Latvia (on 
February 15th). 
Mr Gorbachev did almost neth- 
ing to let them know he cared. The 
| only response to last November's 
| challenge came from the Soviet 
| parliament in Moscow, which de- 
clared the Lithuanian resolution 
unconstitutional. The Lithuanians 
could be forgiven for discounting this; 
there had been no retaliation for other 
"unconstitutional" resolutions. 
Nearly two months went by before Mr 
“Gorbachev arrived in the republic—and 


his visit was prompted not by the threat of 


independence but by the local Commu- 
nist party's decision to break with the 

pan-Soviet Communist party. Only then 
did Mr Gorbachev pluck the promise of a 


secession law out of his hat. Thedetails of 


Any ideas for solving the argument? 


for the other republics, not to mention for 
the president himself—are not yet clear. 
Moreover, the law concerns the terms on 
which a republic can leave a union which 
Lithuanians claim they were never legally 
incorporated in. 

Some of Mr Gorbachev's other poli- 
cies inadvertently fanned the nationalism 
that he anyway had no policy for calming. 
Decentralising economic power has un- 
dermined Moscow's control over the re- 
publics. Accepting the idea of a multi- 
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party system has weakened the authority 
of the local Communist parties. Glasnost 
has laid bare old grievances, such as the 
Molotov-Ribbentrop pact, which allowed 
Stalin to invade the Baltic states and Mol- 
davia. Eastern Europe’s successful break 
with Moscow has led some republics to 
believe they can do the same. Above all, 
Mr Gorbachev's sponsorship of 
“democratisation” has encouraged na- 
tionalists to mobilise for elections and, 
having won them, to claim popular sup- 





has its own stake in the success of 
perestroika. But what is sometimes over- 
looked is the support he also risks losing in 
his own country. The nationalist move- 
ments of Estonia, Latvia, Georgia and the 
Ukraine have already held rallies in support 
of the Lithuanians. All are preparing for in- 
dependence. Mr Gorbachev has frequently 
said that he is willing to let republics leave 
the union, but that he cannot accept a uni- 
lateral declaration of independence. It is un- 
clear whether a Lithuanian crackdown 
would suppress or provoke upis elsewhere. 
It would certainly alienate reformers in 


Russia itself. Already, 73 members of the 


port for independence. 

Why has Mr Gorbachev failed to artic- 
ulate a credible policy on nationalism! It is 
not for want of trying. He has had reams 
of reports, months of discussions and a 
Central Committee meeting dedicated to 
the subject. Yet nothing lucid emerged, 
for at least three reasons. 

One is that his favourite methods are 
ill-suited to dealing with the republics. In 
the Kremlin and the Supreme Soviet, he 
likes to get his way by playing one faction 
off against another, pitting conservatives 
like Mr Yegor Ligachev against radicals 
like Mr Boris Yeltsin and then forging a 
compromise. But when the overwhelming 
majority of a republic is ranged 
against him, as it is in Lithuania, 
this approach fails. 

A second reason is that he may 
still believe in the new "Soviet 
man’’—Lenin’s attempt to encour- 
age people to identify themselves 
with the Soviet state, not with their 
old nations. Yet Mr Gorbachev's 
own attacks on communist ortho- 
doxy have undermined the idea. 

Third, and probably most im- 
portant, Mr Gorbachev may simply 
believe there is no solution. The 
only way to keep the union to- 
gether is by force (the method al- 
ready used in Azerbaijan)—which 
conflicts with all his other aims and 
may not work anyway. 

Whether he believes that or not, 
he cannot continue with his cur- 
rent non-policy. He is at last consid- 
ering a new treaty of the union. Mr Gor- 
bachev recently summoned the leaders of 
Estonia to the Kremlin to try to talk them 
out of following Lithuania to indepen- 
dence. According to Radio Moscow's 
Interfax news agency, "participants were 
invited to discuss a draft union treaty un- 
der which each union republic would en- 
joy unrestricted freedom, including the 
right to introduce special rule on its terri- 
tory." But the Estonians sided with Lith- 
uania. Too late again, Mr Mikawberchev? 


EUROPE 





newly-elected Moscow city council have sent 
a letter of support to the Lithuanian parlia- 
ment (copies to Mr Gorbachev). Most of the 
new breed of Soviet liberals have shied away 
from Lithuania, largely because they think 
the republic should have gone about claim- 
ing independence more politely. "A lot of 
deputies in the Inter-regional Group [of rad- 
ical reformers] support Lithuania,” said one 
of the opposition leaders, Mr Anatoly 
Sobchak, “but we don’t support the form 
they picked to attain their independence.” 

But decrying UD! is one thing, support- 
ing repression another. President 
Gorbachev's dictatorial powers mean that 
he could survive without the backing of peo- 
ple like Mr Sobchak. But he is about to 
launch what promises to be an initially un- 
popular economic reform. It would make his 
immense task even harder if he started off by 
alienating the liberals, who are among the 

w people likely to back his boldness. 

Still, Mr Gorbachev does have some- 
thing to gain from sabre-rattling. By vividly 
demonstrating the Lithuanian govern- 
ment's powerlessness, he has undermined 
its claims to international recognition. Most 


western countries have repeated that they 


will not recognise a government that does 


not control its territory. 

And by responding firmly to UDI, he 
may also hope to make nationalists look 
again at the proposed secession law. At the 
moment, this is deeply unpopular because it 
would allow other republics (eg, Russia) a 
right of veto and would force those who 
want to leave to go through five years of ne- 
gotiations first. This may not seem so bad to 
anybody watching Lithuania being put 
through this week's wringer. 

In Lithuania Mr Gorbachev has, for the 
first time, been presented with a forthright 
demand, rather than something he could 
pretend was in his generous gift. Much 
therefore hinges on what he is willing to do 
to save face, let alone Soviet power. Even 
though it seems improbable that Vilnius will 
prove to be an anagram of Tiananmen, Mr 
Gorbachev might recall what he said in 
Beijing just before the massacre: 


If a similar problem arose in the Soviet Unon, 
we would discuss it and try to solve it within the 
political process, and in the spirit of democracy 
and glasnost. 





Hungarian election 


Democracy’s dawn on the Danube 


FROM OUR SPECIAL CORRESPONDENT IN BUDAPEST 


LENTY of reasons were found before- 

hand to feel glum about Hungary's elec- 
tion. East Germany had stolen the glamour 
by getting its election in first. Few could 
fathom Hungary's election law, a mix of 
first-past-the-post and proportional repre- 
sentation. To the average Hungarian, wor- 
ried more about jobs and prices, politics 

tight seem a snare or a bore. 

But Hungary’s first free election in more 
than 40 years was anything but dull (despite 
"technical" hitches that held up results and 
raised a few eyebrows). On March 25th 65% 
of Hungary's 7m eligible voters went to the 
polls, and winnowed the confusion of 50 
parties to six. The two biggest are the Demo- 
cratic Forum, which got 24.796 of the vote, 
and the Free Democrats, with 21.496. They 


look like government and opposition, 


s first round % of votes 
Democratic Forum 
Free Democrats 
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though which is which only a second round 
on April 8th will tell. Not long ago, both 
were small opposition groups overshadowed 
by the communists. Unlike the East German 
parties, whose badges were designed and 
speeches written by West Germans, the 
Hungarians did it virtually on their own. 

The voters’ clearest message was against 
the left. Reform communists, who since Oc- 
tober call themselves Socialists, got 10.9% 
of the vote. A rump of hardline commu- 
nists—they now call themselves the Hungar- 
ian Socialist Workers party—won under 4% 
of the vote, the threshold needed to win 
seats by proportional representation; they 
are most unlikely to have anybody in the 
new parliament. The tepid free-market So- 
cial Democrats got 3.6%. Last autumn re- 
form communists such as Mr Rezso Nyers 
and Mr Imre Pozsgay, who came a pitiful 
third in his own constituency, were still hop- 
ing to salvage a swing role for their party. No 
longer. 

The left's defeat leaves a clear choice be- 
tween two parties of the centre-right, 
though the terminology is slippery in Hun- 
gary. The Democratic Forum would saunter, 
the Free Democrats rush, to a market econ- 
omy. The Forum wants eventual neutrality 
but thinks Hungary should remain in the 
Warsaw pact for now. The Free Democrats 
want it to quit the Warsaw pact as soon as 


sensible. The Forum talks of traditional val- 


ues, Free Democrats of liberties. The Forum 
sometimes sounds as if it seeks a "Hungar- 
ian way’. The Free Democrats want a 
westernised Hungary in the EC. 

Many say that a swell of national indig- 
nation about brutality against Hungarian- 
speakers in Romania helped the Forum. 
This is hard to prove. The Forum plays a 
patriotic tune. Tears well in supporters’ eyes 
when the national anthem sounds at its ral- 
lies. Its appeal to Hungarianness helped it 
score well all over the country, among young 
and old, managers and workers. Critics say 
it flirts with Hungary’s deep-rooted anti- 
semitism. Its leader is a courteous, rather ele- 
gant historian of medicine, Mr Jozsef Antall. 
He will probably be Hungary’s prime minis- 
ter if his party comes out on top. He is no 
bigot, but some say he is too soft on the big- 
ots in his party. 

Although writers and dons abound on 
both sides, they have distinct styles. With a 
black leather jacket and billowing grey 
sidewhiskers, Mr Sandor Csoori, a Forum 
poet, looks like a Magyar horseman. Mr 
Janos Kis, the Free Democrats’ leading 
thinker, wears the monastic uniform of the 
university intellectual, a v-neck sweater and 
a plain open-necked shirt. 

The Free Democrats like to summarise 
the difference by saying the Forum is a 
Christian-national party, while theirs is a 
liberal-social one. They are westernisers. 
They claim, not always fairly, to have been 
purer anti-communists and attack the Fo- 
rum for having dickered with reform com- 
munists such as Mr Pozsgay. The Free Dem- 
ocrats are most popular with the better- 
educated. In Budapest their candidates 
came top in 20 of 32 districts. They brim 
with talent, and argument; their left wing is 
already disillusioned. Tips for prime minis- 
ter, if the party comes out ahead: one of two 
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law teachers, Mr Gaspar Miklos Tamas or 
Mr Peter Tolgyessy. 

Both the Forum and the Free Demo- 
crats claim they will win the most seats. Of 
the 386 seats, 176 are constituency ones, 
where an absolute majority is needed to win 
on the first round. Only five seats were de- 
cided this way: three for the Forum, one for 
an independent, and one for Mr Miklos 
Nemeth, the prime minister, the only re- 
form communist so rewarded for charting 
Hungary to democracy. Another 152 seats 
are on regional lists and 58 on a national list. 
Candidates who lose in a constituency may 
get in on a list. "Wasted" votes—those not 
vielding a seat either from the constituencies 
or from the regional lists—go towards a par- 
ty's total for the national list. So a lot still 
hangs on the next round. 

Neither of the big parties wants to work 
with the other. Whichever wins the most 
seats will need partners to govern. The in- 
terim president, Mr Matyas Szuros, a reform 
communist, has warned the parties to ex- 
pect no midwifery from him. The parlia- 
ment must meet, he says, and choose a new 
acting president, who will ask a party leader 
to form a government. 

The Christian Democrats, who got 
6.5% of the vote, are the Forum's natural 
allies. The obvious partner for the Free 
Democrats would be the sprightly Young 


Democrats, Fidesz, who have an age-limit 
for membership of 35. They got 8.9% of the 
vote, including that of Hungary's 


seniormost citizen, a 106-year-old woman. 
Neither ally on its own is big enough to pro- 
tect a government from the constant threat 
of parliamentary defeat. 

The swing party is the Independent 
Smallholders, with 11.896 of the vote. This 
is led by an irrepressible 79-year-old, Mr 
Vince Voros, who can remember when his 
party got 5796 of the vote in 1945. It wants 
state land returned to its pre-1947 owners. 
Neither of the main parties thinks this wise. 
But a compromise may be struck. Some 
farmers are already taking back land on 
their own. The Forum and the Free Demo- 
crats each say they could work with the 
Smallholders, who this week were trying to 
decide whether to make electoral pacts with 
one or the other for the second round. 

Which would best make for the stable 
government Hungary needs? The Forum's 
big temptation is to play up the national 
question, the Free Democrats' to rush head- 


— - long at economic reform. The excesses of ei- 


ther might well be tempered bv the vigorous 
opposition of the other. The absence of a 
serious opposition is the big drawback of a 
"grand coalition”, favo by many Hun- 
garians if only the two main parties could 
agree. Putting together a coalition is not go- 
ing to be easy, but then government-build- 
ing isn't easy in many democracies. Wel- 
come to western politics, Hungary. 
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East Germany and the European Community 


Join now, pay later 


FROM OUR BRUSSELS CORRESPONDENT 


Y THE end of 1992, if you believe Mr 
Helmut Kohl, the West German chan- 
cellor, a single-market European Commu- 
nity, with a united Germany firmly fitted 
into it, will be an unstoppable juggernaut 
charging down the road to economic, mone- 


tary and political union. Those who feared 
(or hoped) that German unity would hold 


I need a bigger CAP 


up EC integration got short shrift from Mr 
Kohl when he met the EC Commission in 
Brussels on March 23rd. Given -his audi- 
ence, Mr Kohl could hardly have said other- 
wise. But he added to the belief in Brussels 
that, despite the complications, absorbing 
East Germany will prove manageable. 
Although the probable cost remains a 





From the Stasi with love 


FROM OUR BONN CORRESPONDENT 


VEN in what one hopes are its death 

throes, East Germany's once all-per- 
vasive secret police force, the Stasi, is 
claiming new victims. The latest is Mr 
Ibrahim Bóhme, chairman of the Social 
Democratic party, which came second in 
the election on March 18th. On March 
26th Mr Bóhme denied allegations, re- 
peated in the West German news maga- 
zine Der Spiegel, that he had been a Stasi 
informer; but he said he would give up 
his party job temporarily, until the suspi- 
cions could be removed. 

Two weeks earlier Mr Wolfgang 
Schnur, leader of the Democratic Awak- 
ening party, stepped down after admit- 
ting (though he first denied it) that he 
had worked for the ubiquitous Stasi. 
Now unsubstantiated rumours are cir- 
culating that some of the country's 
freshly elected parliamentarians, includ- 
ing Mr Lothar de Maiziére, the Christian 
Democratic leader and putative new 
prime minister, were informers too. 

Is this a last effort by the Stasi, now 
being wound up, to capsize the new de- 


East Germans argue that parliament will 
operate under a cloud unless all 400 
Volkskammer deputies are screened for 
past Stasi connections. Other people, 
fearing a witch-hunt that might go on for 
years, urge that all Stasi files be burnt. 
They would make quite a blaze. With 
nearly 100,000 employees and many 
more informants, the Stasi collected ma- 
terial on more than one in three of East 
Germany's 16m people—including the 
Stasi’s own boss, Mr Erich Mielke. In 
preparing thousands of reports daily it 
tapped phones, monitored mail, even 
bugged seats in Dresden's Semper Opera 
in the hope of picking up conspiratorial 
tit-bits. Small wonder that it could not 
process all the information and began to 
sink in its own swamp of snooping. 
Some of the Stasi's suspicion-riddled 
documents have been collected in a book 
that has just gone on sale in East Berlin. 
Its title is a quotation from Mr Mielke’s 
final speech to parliament as communist 
rule was collapsing last November: Ich 
liebe Euch doch alle, "I love you all, 


mocracy almost before it sets sail? Some — really". | 
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BaT it is already des ikat West Ger- 


many will foot most of the bill: 80% is the 


3 . figure given by Mr Martin Bangemann, the 


senior German commissioner. The rest will 
be shared out among the other 11 members, 
i anding that the poorest 
Portugal, Ireland and 






4 Spain—should not suffer. So France, Brit- 


ain, Italy, none sa and the Benelux trio will 












d and i anes ad on 
for East German farmers under the 
agricultural policy (CAP). Regional 


| living eire is ps hen 715% of hel EC 
average. CAP payments could add another 1 
billion ecus or more to the bill. 





troduction and add to Ec surpluses, notably 
‘in cereals and sugar (East German cereals 
vields already match the EC average). Not for 
nothing was the region once known as Ger- 
many's Kornkammer, its granary. On the 
other hand, Fast Germans may happily con- 
sume. other EC surplus products, such as 
fruit, vegetables and wine. 

In industry, West Germany's partners 
worry about competition from subsidised 
East German firms. Britain wants proce- 
dures put in place so that the commission 
can stop subsidies from Bonn giving East 
Germans an unfair advantage over other EC 
firms. A big headache will be unravelling 
East Germany's trade arrangements with 
- Comecon. For instance, East Germany has 
an exclusive agreement to buy all its buses 
from Hungary. The EC won't stand for that. 

East Germany will need time to adapt to 
EC rules. Britain, having urged slow German 





„unification, now says it wants this transition . 
» be kept short and sharp. Yet several years - 


.. tay still be needed for East Germany to 


‘adopt a VAT system of indirect taxation (a 


membership requirement) and a host of EC 
regulations, ranging from the environment 
“and public procurement to sexual equality 
and social security for immigrant workers. 





Try again 


FROM OUR ATHENS CORRESPONDENT 


"SHE voters of Greece are getting that Sis- 
yphus feeling. They roll up to the polls 
in an effort to produce a stable government, 
but each time they just fail to take a party 
right to the top. Then they have to start all 
over again. Wearily, they are going to try 
again on April 8th. It may be no more suc- 
cessful than the previous two. 
Amazingly, the man enlivening an oth- 








East inventis could cos up to l. s 


rwise dull election campaign is Mr ean i 








Papandreou. In the past 18 months the for- 


mer Socialist prime minister has survived 
open-heart surgery, a messy divorce, defeat 
at the polls and—so far at least—indictment 
by parliament on charges of ordering illegal 
phone taps and accepting bribes in the 
$200m Bank of Crete embezzlement scan- 
dal, Yet still he looms over Greek politics. 
His Socialists cannot hope to beat the con- 
servative New Democracy party into second 
place on April 8th. But he is determined to 
deny them an outright majority in parlia- 


ment, and to play a leading role in the post- 


election bargaining. Besides, the stronger 
his performance, the less likely his case is to 
come to trial. 

He has already persuaded the commu- 


nist-led Left Alliance to join forces with the 
- Socialists and field joint candidates in five 


vital single-seat constituencies. The commu- 
nists, in disarray because of Eastern Europe, 
forgot their pledge last year to reject any So- 
cialist overtures so long as the scandal 
tainted Mr Papandreou was in charge. ^ 
After last November's election the So- 
cialists and the Left Alliance had 149 seats 
between them, two short of a majority. Cap- 
turing two more single-seat constituencies 


would in theory tip the balance. Opinion . 


polls show a small swing away from both 


New Democracy and the Socialists, and a... [HE 


bigger drop for the communists. Some dis- 
satisfied left-wing voters will turn to the 
Greens, which may sprout to 2% of the 
vote. That would mean another hung parlia- 


ment, the third since the Socialists lost 


power last June. 
Mr Papandreou has geared his cam- 
paign to attract vacillating communists. In 





speeches in the drab industrial suburbs of: 
Athens and in provincial left-wing strong- 


holds he appeals for a “union of democratic, 
progressive forces". But even if his plans for 
a Socialist-communist coalition fall through, 
he has an alternative. Nobody rules out a 

Socialist-New Democracy government now 
that Mr Papandreou's 20-year feud with Mr 
Constantine Mitsotakis, the conservative 


- leader, seems to be over. In the past five 
months of “ecumenical” all-party govern | 


ment the two were on first-name terms. 
though Mr Papandreou has said nothing di- 
rect, he has spoken of co-operating with 
“progressive elements" on the right, — — 

Mr Mitsotakis still hopes for outright 
victory. He is stomping the countryside 
more energetically than ever. His television 
commercials are designed to appeal to youn- 
ger voters. He needs fewer than 5,000 extra 
votes to win the three extra seats needed for 
a majority; but the votes have to come in the 
right places. Even his advisers admit he 
needs a big stroke of luck. 

An alliance of the two big parties would 
certainly bring sighs of relief in Brussels. 


The European Commission has sent a nasty 
letter to the caretaker prime minister, Mr | 
` Xenophon Zolotas. It gave warning that, une- ~ 


party government had made no real effo 
tor deficit. Even if a new governmen 


without delay, it could take several ye 


likely to shoot past 2096 of GDP 1 


and importers stockpile in fear of à 


| does better this time. 


| j | the sudden overthrow of Romania's C 







Albania's shops. Meat becam 
me But. pe 


ter the | death: of its old dictator 


'mittee in January will change things a lo 
they are put into practice. D 


linked to productivity, for more po 


| to managers in the factories, and fo 
- controls to be eased enough to enco 











































































less austerity is imposéd immed 
Greece’s future in the European Co 
nity looks bleak—though the letter d 
specify what action might back up th 
plied threat. 

The letter was made public b 
Mitsotakis, who failed to explain why 


reduce inflation and the soaring publ 


get the economy into shape. Inflation i 
a year, and public-sector borrowing 


The current-account deficit tripled las 
to $2.5 billion. Continuing politica 

tainty has contributed to a widenin 
ance-of-payments deficit: 


cline of the drachma. vig, 
-` Hope for Greece's sake chat’ Sis 





Albania 


Closet-talk 


FROM A SPECIAL CORRESPONDENT IN ALBANIA 


HE “Albanian ` for. peres 

_ perseritje: Although they use the word 

sparingly, the. country's. Stalinist -leader 

have been trying to make life less drab à 

what may soon be communism’ s last 

maining outpost i in Europe. um 
ne of the changes weré s spurred b 








xcu regime last December. Equally s uc 
denly, goods. that used to be in short sup 
ply—rice, pasta, sugar _—appeared 


erseritj is rooted in more 


ship of Bur i Mas s poorest country ir in or 


posals he put to the party’s Centr 


“Mr Alia called for wage increases 


be handed over from planners at th 


collective farm workers to sell ‘more 
produce in towns. He also proposed 
there be more candidates than seats at 
tions, though only the official Alban 
Workers party could be represented. 
ranan have watched the collap € 


XC | Yugoslav television, whi 
tch without fear of being 













confirmed. Dip 
whether Albania will quickly go the way of 
the rest of Eastern Europe. One reason is 
tight surveillance by the Sigurimi, the 
30,000-or-so-strong security police (though 
the infamous Securitate in Romania was un- 
able to save the Ceausescus). 

Even if that is true, contacts with the 
outside world are still bound to increase, AL 
bania’s oil and metal-bashing industries are 
in dire need of modernisation. Trade off- 
cials are discussing closer co-operation with 
. West German, French, Italian and Greek 
_ companies. Businessmen visiting Tirana say 
-a way round the constitutional ban on ac- 
-cepting foreign loans will soon be found. — 

_ The anti-reform lobby is led by a group 
of party veterans clustered around Mrs 
exhmije Hoxha, Enver’s widow. She 
inks Albania should stick to the rigid self- 
ficiency imposed by her husband, who 
roke with the Soviet Union in 1961 and 
with China in 1976, accusing both of revi- 
ionism. The country's small elite is clan- 
tish, so an open confrontation with the re- 
ormers is not inevitable. The Alias and the 
Hoxhas are related by marriage and live in 
acing villas in the heavily guarded party 



















































IE - FROM OUR BRUSSELS CORRESPONDENT 


HEN Mr Enrique Baron 
Crespo won the presi , 
dency of the European Parlia- - 
| ment last July, he was miffed to ex 
find that its secretary-general, 
. Mr Enrico Vinci, occupied the 
. Office next to his own. Mr Baron 


(chief adviser), Mr Jose Pons, who had 
been given an office down a distant corri- 
dor. So Mr Baron insisted that Mr Vinci 
hand his office over to Mr Pons. Ever 
since, Mr Baron's high-handedness has 
. kept him unpopular with the parliament's 
_ staff. Euro-MPs are none too impressed, ei- 
ther. Many think the Spanish Socialist is a 
. poor champion of the parliament's case 
. for more powers. 2 si 

Mr Baron has appeared more than 100 
times on various radio and television pro- 
grammes, but he has yet to make a speech 
_ that anyone has noticed. He argues that, if 
. he did try to be bolder in public, jealous 
Euro-MPs would pounce on him. Yet pre 
vious presidents got away with venturing 
opinions that went well beyond the parlia- 
ment’s official policy, —— 2. 
. Mr Baron's strength seems to be be- 
| hind-the-scenes diplomacy, where his flu- 
ency in six languages helps. He has 
sought, apparently with some success, to 
. persuade EC members who will be attend- 

. ing the Community’s inter-governmental 


ned A re! 


lomats in Tirana doübt | 





wanted to be close to his chef de cabinet 
bourg, though, Mr Baron 



















compound in the centre of Tirana. 


Time is not on Mrs Hoxha's side. The 
average age of Albania's population of 3.2m 
is 28. Young people.these days wear jeans 
and fashionable sunglasses—dismissed as 
decadent in Enver Hoxha's day—and go to 
the occasional rock concert. The bar on for- 


| The Baron of Strasbourg 


conference in December to turn 
up for a “pre-conference” in 
May. The parliament will use 
the occasion to lobby for con- 
stitutional  reform—including 
more powers for itself—to be 
|. puton the agenda of the De- 
cember conference. 
In the chair at Stras 


has proved dismal. Once 
during the March session, af- 
ter he let speakers ramble on 
about points of procedure 
for far too long, Mrs Simone 
Veil, a former president, 
stood up and, to great ap- 
plause, rebuked him for not 
enforcing the rules. Critics 
say Mr Baron's cautious taste 
for consensus makes him 
weak. Unlike his predeces- 
sor, Lord Plumb, a British 
Conservative, he has not 
pushed the parliament's pol- 
icy of having extra meetings in Brussels 
rather than Strásbourg; he does not want 
to risk a row with the French. 

Mr Baron is uncomfortable because 
the parliament is no longer the cosy place 
it was before last June's Euro-elections. 
The dominant Socialists, led by Mr Jean- 


Pierre Cot, now like to get their own way 


Nothing to lose but their bicycle | 





The pride of Spain 















eign travel is gradually being lifted: a f 
busloads of tourists were allowed out to 
Western Europe last year. However carefully 
Mr Alia proceeds, pressure will build for 
more than just the right to own a motor- 
scooter and take a holiday in Greece. 








rather than stitch up deals with the Chris- 
tian Democrats. Believing that Mr Baron 
lacks the mettle to advance the parlia- 
ment’s interests, Mr Cot and other Stras- 
bourg leaders have tried to bypass him in 
their talks with the European Commis- 
sion on its work programme for 1990. | 
These discussions matter because the So | 
cialists have steered the assembly into a 
heated conflict with the commission. The 
Socialists think the programme does not 
contain enough social legislation; they are | 
retaliating by slowing down | 
laws for the single market. i 
Relations between Mr 
Baron and the parliament's 
administration are still 
strained. Tough Mr Vinci 
and Mr Baron’s haughty 
henchman, Mr Pons, have 
been vying for authority. 
Staff think the Baron cabi- 
net is less effective than Lord 
Plumb’s was. That affable 
British farmer smothered 
anyone who met him with so 
much good cheer that off- 
cials and Euro-mps of all par- 
ties grew fond of him and 
were reluctant to criticise. Mr Baron lacks 
the personal touch; unlike Lord Plumb, 
he has never been seen drinking beer with 
the huissiers. According to one senior 
Euro-MP, "Enrique's problem is that his 
hidalgo pride blinds him to his weak- 
nesses, with the result that he always 
thinks he knows best.” 
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Making your bed 
at the legend in Hong Kong, 





MANDARIN ORIENTAL 
HONG KONG 


For generations, Irish linen bedsheets — assures that you will enjoy your night's 
have graced the finest bedrooms. sleep at the legend as much as 
And for over twenty-five years, you relish our panoramic harbour 
one particular house in Ireland has views and impeccable service. Such 
been sending its finest work to attention to detail has made 
Mandarin Oriental Hong Kong. us one of the finest hotels 
An extravagance, perhaps. in the world. And after all, 
But the crisp sensual feel of — isn't quiet luxury the best kind 
traditional Irish linen in which to fall asleep? 


MANDARIN ORIENTAL 
THE WORLD'S FINEST HOTELS 


Mandarin Oriental: 5 Connaught Road, Central, Hong Kong. Tel: 522 0111, Tix: 73633; Fax: 810 6190. 
Bangkok * Hong Kong * Jakarta * * Macau * Manila * San Francisco * Singapore + Th e Excelsior, H ong Kong. 
Reservations: Hong Kong 881 1288, Singapore 339 oA Kuala L Uil Internatio 339 0066 Parangap collec), 
your travel agent “The Jeading Hotels of the*World or U 





the new world of international travel, 


hese are the limousines. 
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tendants from 10 Asian lands. Th 
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service to complement the incom 


parable Rolls Royce ride. And te 


ensure that you arrive in better shape 
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Seasons Hotel, Los Angeles 
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| acing at Ascot, 
Tea at the Ritz, 
oating at Henley 

| Shopping at Aspre . 





For over 200 years, Asprey have made lux ury items that are essentially English. 
Step into our London showrooms and you will be dazzled by the skills with which 
| our designers and craftsmen create treasured possessions. 

Follow your nose to our hand made luggage and leather goods, inhaling the 
strong rich scent of English leather. Our bookbinding section, you will think, is the library 
of an English stately home. While our antique department rivals many a private collection. 
lake a leisurely stroll through each of our eleven departments, from silverware to china, 
Jewellery to gold watches and grandfather clocks. 

You'll find that Asprey says more about the En glish way of life than any event 
on the social calendar. Because no Englishman worth his salt would arrive at Ascot, 


À Henley or the Ritz without first paying us a visit. 


NEW BOND STREET, LONDON FENCHURCH STREET, LONDON FIFTH AVENUE, NEW YORK 
01-475 6767 01-626 2160 212) 688 1811 
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fordshire by-election defeat on 
| ASA Comer which saw a 











t her acknowledged that 
he voters had ' taken their : 





1 Her message. baci pert 
ji defiant: ' ‘Still so mucht to do”. 







- - Nigel i23 the former 
^;  chancellor, in his most forth- 
E right speech yet on the ex- 

| change-rate mechanism of 
| the EMS, told the Commons 
that non-entry meant "an ex- 
posed flank" in the fight 
against inflation. His succes- 
sor, John Major, hinted at en- 
- tryin 1991; Mrs Thatcher dug 





- competition" in the EC. 


The royal family obliged the 
prime minister by dominating 
tabloid front pages. The 
Duchess of York had a baby. 

- Viscount Linley, a nephew of 
- the Queen, became the first 
royal to sue a newspaper since 
Edwina Mountbatten won 

` damages against the People in 
1932. Today alleged he had | 
“been banned from a pub for 


"throwing beer over customers. 























| : Personal statements 





_ To hype an exhibition of her 
|. work, Yoko Ono railed at an 
|. audience from inside a black 

- bag, a chair balanced on her 

: head. "There are some people 
not happy about this situa- 

| tion", vibe pu 


- her heels in, awaiting “proper 


Labour mp for Harr 
‘Highgate at the next general 








The Archbishop of Canter- 





bury, Dr Runcie, announced 
that he will retire next Janu- 


ary. Speculation began over 


i of the | 





his successor as he 


Church of England.a and leader | 


of the world’s 70m Anglicans. 


With a debate audible, too, on 


the scope of his job, could 
antidisestablishmentar- — 
ianism soon be heard of again? 


Glenda Jackson, sometime 
star of stage and screen, will 
be auditioning for the part of 





election. She will need a 4% 
swing t to f Labour to land it. 


Still testi ing 


A group of entrepreneurs with 


capital of £1m launched a 
telecommunications com- 
pany using technology rented 
from the Post Office. "Exactly 
the sort of innovation Shah. 


our liberal regime is designed — 


to foster”, hymned Sir Bryan 
Carsberg, ‘the OFTEL director- 
general | 


In preparation for its £10 bil- 
lion privatisation, the main 
players in the electricity in- 
dustry sat down to sign new . 
operating 'contracts—and 
stayed sitting for many a long 
hour. The new structure 
comes in on March 31st. 


! strategy for London reached a 


managed to spend four years 


|. learning anything useful i will 
pstead and | 


scheme will be tested i in ten pi- 





. up pilot studies. Not likely, re- 
. plied the health secretary, 








Birmingham in 1974. : 
ers are currently serv 
sentences for the bom 







Customs officers at Heath 
airport seized 40 nuclear- 
bomb triggers from the lra 
Airlines desk. The catch 


sulted l rom a longi inv 











| Send said it will pelt to 
~ the Law Lords over the status - 
. | fits past dealings in thein- 
| terest-rate-swaps market—o 
which hang the ~ ofa 
| posse of international banks 
running the ratepayers to 
ground for hundreds of mil- 


The government's feansport 







the transport secretary, jur lions of pounds. The council 
| £4 billion-worth of projected | - | hopes "a definitive ruling" 
road-building in Lordon— — |. will shake the banks off. 
and with it the Tories’ plans l 
for alleviating « congestion. | Divine intervention 
The government unveiled a. | Strong men wept for En- 


| gland's cricket team, robbed | 
) of certain victory in the third 
test against the West Indies by. 
-heavy rain. Wiseacres had = | 
warned that England was un- | 
derestimating the opposition: | 


bright idea for galvanising — 
training. Teenagers who bsc 


at secondary school without 








now be offered training cred- 
its, worth £1,000, to buy the 
training of their choice. The 


lot areas. 


With the TECUM re- 
forms about to go before the 
Lords, the Royal Colleges 
urged the government to set- 





Kenneth Clarke. 
The Arts Council’ s secretary- | 


general, Luke Rittner, quit 
over new ideas for funding. 
















| Penner: aubergines ài 
‘tracted thousands i Musli 






: : i other a verse pes fa Koran 
Tightening springs | "No other Rupe Dave had 
A programme broadcast by | this happei em: C1 | 
Granada Television named e of th u 

| outdone, Anglicans 
~ dering which vegetab 
| reveal the identity. 
| Archbishop of Can 


four men, and referred to a 
fifth, alleged by it to have — 
been responsible for the. — 
two IRA pub bombings in in. 


The 170ton Caterpillar 789 
dumper trucks are the largest 
operating in the UK. 

And the fact that these 
ur C S machines cost in excess of 
£750,000 apiece. demon- 
strates our commitment to 
OU youhow [E 
- a " They operate at the 
Butterwell site in Northumber- 
big our Mining land, where we're contractors 


to British Coal, on the site that 


a 
holds the UK weekly out-put 
a record. 


Also in Northumberland 
we ve recently won a multi 
million pound contract to work 
over a million tonnes of coal 
near Morpeth 

In addition to coal we are 
heavily involved in mineral ex- 
traction through our Green- 
ham Group of companies 
which also supplies clothing, 
footwear, equipment and 
services to the industry. 

But keeping the business 
inthe family isn't difficult when 
teamwork and enterprise has 
made usaninternationalforce 
in four related business areas 

In construction we are 
leading building and civil 
engineering contractors, 
designers and consultants, 

In housing our quality 
developments bring success 
in Australia, Canada, Spain, 
the UK and USA 

In property our achieve- 
i ment is due to carefully devel- 
—— — - a i oping a balanced, high qual- 

P, ity portfolio 

Andin trading we provide 
many products from videos to 
tools, and aggregates to 
ready-mixed concrete 

These four sectors have 
made us a company with a 
wealth of resources 

So, on the face of it, big is 
beautiful. 
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ENS — " For further information, pleose 
= i D2 ^O . ad contact Trevor Jones, Taywood House 

345 Ruislip Road, Southall, 

Middiesex. UBI 2QX. Tel: 01-575 4411 
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pulling together worldwide. 
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Checking the water-line 


. After a crunching by-election defeat, ministers are wondering how to re- 


: ‘pair the damage 






ate riposte to the voters of mid-Staf- 
fordshire was a defiant promise that her gov- 
ernment would neither trim nor turn. In 
et, behind the heroic facade, government 
n i dinisters are studying hard the messages of 
that devastating by-election. 

As well they might. Morale inside the 
Conservative party is continuing to deterio- 
rate. The atmosphere at Westminster is fe- 
brile. A long, tense war of nerves between 
the prime minister and her Tory critics w 
looks likely to last until the summer & 
recess at least. Some senior party f 
ures talk in private as if they had ue. 
ready lost the next general election. 
Those with steadier nerves are. looking | 
carefully at just how they can repair the 





damage, bail out some water and stiffen 44 


the crew's morale. But how far will minis- - 


ters be able to respond to the cries ofan- ( é 


ger from middle England? 

The poll tax was clearly the — 7 
biggest problem for Conserva- f; 
tives on the Staffordshire door- 
steps. But ministers insist, in pri- 
vate as well as in public, that there J 

no chance of the tax being re. Y 
moved while Mrs Thatcher re- ` 
mains in Downing Street. Became. 
in though he is, the environment sec- 
retary, Mr Chris Patten, has several | 
options for reducing its impact. 

He is likely to announce, any day 
now, that he is writing to selected coun- 


cils to ask them to justify their level of 


spending. After a period of grace, some will 
have their poll-tax capped. More important, 
Mr Patten will try to wrest large sums of 
money from the Treasury to ensure that 
next year's poll-tax bills rise only a little or 
even, in some areas, fall. 

Those close to Mr Patten suggest that, 
to prevent the poll tax rising, the Treasury 
would have to allocate at least an extra £3.5 


billion. "The message must be: forget about 


tax cuts, the community charge is what mat- 


ters,” says one. With a generous settlement, - 
and the phasing-out of the transitional relief . 


payments being made by some wealthy Tory 
areas to ease the burden i in some poorer and 





[ARGARET. THÁTCHER's immedi 


mostly Labour ones, there ought to be scope 


for Conservative-run councils to cut their 


bills next year. 

The next stage of a poll-tax rescue oper- 
ation could involve a super-poll-tax. for the 
wealthy. This limited banding, which would 
need legislation, would be intended to re- 
spond to complaints about the unfairness of 
the lump-sum tax. But speculation that edu- 
cation might be lifted from local authorities’ 
























E. Unlike her, Mr Major. pa 


budgets and paid for cenetally hus been 
stamped on hard by the prime minister. The 


most limited transfer of education spending 
would, according to Whitehall estimates, re- 


quire basic-rate income tax to be raised to 
28%.Other wheezes, like a more elaborately 
banded community charge, or a move to- 
wards local income tax, would be unthink- 
able under Mrs Thatcher—though not un- 
thinkable if Mr Michael Heseltine were to 
succeed her. 

What other lessons might be learnt from 
mid-Staffordshire? The national health ser- 
vice (NHS) reforms remain hugely unpopu- 





| on the impact of the poll tax 


| inflationary strategy. 


| P the clear determination of her n i 


port of the governor of the Bank of E 
. Mr Robin Leigh-Pemberton. If he requ 






















































lar: 7096 of the population has p per 
opposed. them, and an ITN/Harris e 
taken in mid-Staffordshire during t 
election demonstrated that, after the 
tax, the NHS was the issue which most: 
ered voters; mortgage rates came only 
That voters should bracket the poll t 
the health reforms together is und 
able. Like the poll tax, health. touches 
one. 





In fact, Mrs Thatcher's longa 
tation may depend even on 
of the Nus reforms, whic 
anisms to revitalise a big public 





Clarke, the health secretary, is 
mined than ever to push them through 
stock and barrel. He dismisses: tl 
Colleges’ idea of regional pilot schemes as 
nothing more than a delaying device. U 
popular governments don't become popular 
bY ceasing to govern, he argues. : 

_ lf the government has limited room for 
. manoeuvre in reversing policy initiatives, 

. what hope can it offer to mortgage-bor- 
= rowers! Very little, for the moment. - 
Mrs. Thatcher and her chancellor, 
"Mr John Major, are at one on the 
primacy of the anti-inflation 
strategy. 
Beyond that, though, the 
. prime minister seems increasingly 
isolated over her stand against 


n exchange-rate mechanis 
A oriy wenden. parliamentary 
P nd by Mr Nigel Lawson, the f 
mer chancellor, underlined the poini 
he clearly believes her dogged st 
against Britain's entry is damagin 
credibility of the government $ counter- 


Far more serious for Mrs Thatc 


. cellor to push for éntry as soo 
ish inflation gets nearer tea | 


attention to the other conditions lai 
at Madrid; and in this he clearly ha 


early entry and Mrs Thatcher re 
could take the issue to cabinet. There 
would have a overwhelming majority,: 
only one or two ministers likely to side 
the prime minister. Both Mr Major and 
Thatcher must be uneasily aware of this 

The most drastic response the Cot 
vatives could make to the by-election: 
would be to listen to the second-strong 
message coming from voters: -` 
Thatcher. She has responded with expr 





































nday newspaper interview that she re- 
nains fit and ready to fight any attempt to 
remove her in the autumn. But she has also 
anctioned a series of minor U-turns which 
have not necessarily strengthened her posi- 
n. After winning the right to spend £4m 
ex gratia payments to Scottish pensioners 
affected by poll-tax rule-changes, the Scot- 

h secretary, Mr Malcolm Rifkind, felt 
bold enough to announce that she had 
bowed to his better judgment and to muse 
about life after Mrs Thatcher. 

^ Meanwhile, the anti-Heseltine cam- 
paign has been getting tough, a sure sign of 
how worried the Thatcherite loyalists have 
Xécome. At one dinner party, where the 
guests included the defence minister, Mr 
Alan Clark, a businessman, Sir James Gold- 
ith, and Mrs Thatcher's aide, Mr Charles 
well, attempts were made to persuade Mr 
onrad Black, proprietor of the Daily Tele- 
aph, that its editor, Mr Max Hastings, was 
'ro-Heseltine (which he denies) and should 
> dismissed. Mr Black demurred, arguing 
at Mr Hastings was relatively new to the 
b and had done much good work. 
> At Westminster, pro-Heseltine MPs be- 
ieve their business interests have been 


“repairs. 


| A dismal glut 


: JECONOMISTS, fond of rooting ou 


- ered an embarrassing new instance. Ac- 
- Journal*, there is a glut of economists. 


Towse and Mr Mark Blaug immediately 


the dismal science from the rest of the 
population, nor is there a professional 
exam. Each year 3,000 students pass a first 
degree in economics. Only 296 end up as 
real economists: 3896 become accoun- 
tants and 2696 go into financial services. 

- Resisting the joke that economists are 
people who are good with numbers but 
lack the personality to be accountants, the 
authors define them as those with a sec- 
ond degree in economics—which is now 
virtually a prerequisite for a job in aca- 
demic life, the government economic ser- 
vice (GES) or the City, which employ 
about half of economics postgraduates. 


cara run Cd e PM e m NT Pe rrr pU Ma rennin aire 


s of defiance, warning colleagues ina 


scrutinised by loyalists looking for damaging — 
material to use against them. "We're putting _ 
he screws on them,” said one strongly — 
- Thatcherite MP. Such tactics are desperate _ 
tuff. Mrs Thatcher can still save herself. But 


it will mean some pricey, embarrassing. . 






disequilibriums in markets from for- 
` eign exchange to farming, have discov- ` 


. cording to a paper in the latest Economic — now running | 
. Although investment banks have ex- 
. Examining the market, Ms Ruth | panded in the 1980s, demand in higher 
came up against a problem of definition. 
No educational line separates students of 





Telecommunications _ 


Gnatwork 


The arrival of a new competitor in the industry may be a taste of structural 


changes ahead 


O CALL it a rival to British Telecom 

and Mercury, Britain's two established 
telephone companies, would be to exagger- 
ate. But like a bothersome insect, the Na- 
tional Network, which unveiled itself as the 
country's third carrier on March 26th, 
might prove an annoyance. British Telecom 
has 250,000 employees. Natnet would find it 
hard to muster a payroll with more than 100 


names. Yet, because it is so small, Natnet 


can afford to charge very little for its ser- 
vices. If it is successful, it could prove to be 
the first new network of many. 

Natnet has found a way of making the 
most of what has already been paid for. It 
will sell off the spare capacity on the Post 
Office's private telephone network—capac- 
ity that would otherwise be sitting idle. To 
understand how it all works, steel yourself 
for some telecoms arcana. 

. Many organisations have networks for 
their private use which are built out of lines 


rented from British Telecom or Mercury. 


They carry spoken telephone calls and data 


: between, say, various branches of a com- 
pany or a factory and a supplier (though 


leased lines do-not carry general telephone 


calls). The cost of such a "private network" 
does not depend upon how much the lines 


| The supply of economics postgraduates 


has remained steady at around 300 a year. 
— The authors think there is a stock of. 


: 3,500 economics jobs in Britain—2,500 in 


higher education, 400 in the GES, and the 


= fest. in business. But they reckon that net 
demand, as a flow, has been falling and is - 


now running at only 150-200 jobs a year. 


education, commercial banks and indus- 


- trial firms has shrunk. Part of the reason is 
dissatisfaction with the quality of the 


goods: complaining of the over-theoreti- 
cal tendencies of economists, consumers 
are turning to business-studies graduates. 

Supply exceeds demand. Prices should 
fall. So why do some City economists still 
enjoy six-figure salaries? One answer is 
that City salaries are not typical. A second 
paper in the Economic Journal suggests 
that the invisible hand may indeed be 
shoving economists down the pay scale. 
On a table of 32 occupations, among 
those who graduated in 1970 economists 
were second-highest in the salary they 
drew after six years. Among 1980 gradu- 
ates economists were only fourth-highest. 


"Muret 





are used, but where they go; rather like a 
monthly season ticket which allows unlim- 
ited travel on a given journey. Once rented, 
pretty much anything can be done with the 
lines—including selling them, or bits of 
them, on to other companies. 
| The Post Office's private network is no 

exception. Ít is, however, rather larger and 
more widely spread than most. It links about 
200 places, serving 25,000 Post Office users 
and 4,500 chattering computer terminals. It 
carries over 12m telephone calls a year. Nev- 
ertheless, according to Mr Michael Davies 
chairman of Natnet, 3096 of the Post C 
fice's private network is still lying idle. 

Natnet will market and sell this spare ca- 
pacity to other organisations that want their 
own private networks but cannot afford the 
luxury. For a monthly fee, Natnet will de- 
liver speech, data or pictures. Wherever pos- 
sible, a call will travel down the Post Office's 
network. At the beginning and end of the 
journey, however, where there is no Post Of- 
fice line available, Natnet will rent a line off 
British Telecom or Mercury just as any other 
private-network customer might. 

The enterprise can make money because 
the Post Office has already paid to build up 
its network. Carrying other people's tele- 








Are long-term prospects better? From 
the mid-1960s to the mid-1970s the num- 
ber of economists in British academia and 
the Ges doubled—coinciding with Brit- 
ain's economic decline. Demand will rise 
again when they retire in just over ten 
years’ time. In the short term, graduate 
economists might do well to go East, 
where once-Communist regimes are 
switching their demand from the Marxist 
to the market brand. 


*“The Current State of the Economics Profession", 
R. Towse and M. Blaug: "The Earnings of Economics 
Graduates", P. Dolton and G. Makepeace, Economic 
Journal, March 1990. F 












































communications merely reduces its costs. 
Therefore Natnet can charge competitive 
prices. For its pains, the Post Office will get a 
share of Natnet's takings, thus shaving its 
own unit costs. 

Who knows, perhaps one e day Natnet 
will be able to dispense with British Telecom 
and Mercury altogether. There are two rea- 
sons why. First, there will be ever more com- 
petition in supplying local telephone ser- 
vices. Britain's cable-television companies 
are eager to add to their business. It is no 
accident that Natnet's first boss, Mr Davies, 
was also the founder of Windsor Television, 
one of the country’s first cable franchises. 

Second, there is the chance that OFTEL, 
Britain’s telecoms regulator, will soon li 
cense companies besides British Telecom 
and Mercury to build telephone lines. OFTEL 
will be pondering the matter in a review of 
rhe industry which is coming up in Novem- 

r. Companies like British Rail and the 
eiectricíty boards are being closely watched: 
they own property along which telephone 
lines could easily be installed. 

Even the two present carriers are devel- 
oping their own answer to Natnet—which 
each calls its "virtual private network". This 
does more or less with their networks what 
Natnet has done to the Post Office's. De- 
regulation cuts both ways. 





Civil-service reform 








| London calling 


p EAR up that office stationery. On 
| May 6th every telephone in London 
will get a new number. At present, all 
London numbers have an area code, 01, 
followed by seven digits (which are the 
| only ones Londoners use to talk to each 
| other). But London is running out of un- 
used seven-digit numbers. So British 
Telecom has been forced to tear the Lon- 
don telephone directory in half. In 
future inner London, with an ex- 4&8 
tension eastward to Docklands, 
will be coded 071; outer London 
will be 081. To talk from centre to 
suburbs, or vice versa, 
Londoners will have to. 
use the full code, just as . 
if they were calling, j 
well, (051) Liverpool. 
Bemused Londoners should 
| take comfort: they are not 
alone. New York went 
| through it in 1985, Boston 
in 1988, Chicago, Geneva 
and Zurich last year. Tokyo ` 
will be next, some time in 1991. 
Since telephone numbers 





Getting down to business 


With little fanfare, the civil service is ki changed i in ways that could 
eventually affect the jobs of most of its staff 


JOB advertisement recently appeared 
in The Economist for the chief execu- 
-e of a new agency that will employ over 
.. 000 people. The salary was unspecified, 
but the successful applicant would be taking 


charge of an outfit with 20m customers and 


a turnover of £1 billion a week. Its line of 
business: the distribution of the country' s 
social-security benefits. 

Slowly but remorselessly, Britain’s civil 
service is undergoing a revolution, The man- 
ifesto, proclaimed two years ago by the 
prime minister, bears the unthrilling slogan 
“Next Steps”. But its explicit aim is less pro- 
saic—to transfer as much as possible of the 
executive work of government to self-con- 
tained agencies. These are to be headed by 
strong chief executives, vested with total dis- 
cretion over staffing and budgetary deci 
sions and given clear performance targets. 
The civil servant in charge of “Next Steps", 
Mr Peter Kemp, hopes that three-quarters 
of today's civil servants can be transferred to 
such agencies within a decade. 

"Next Steps" has so far provoked little 
excitement, partly because it has got off to a 
iii start rt (see chari), Ony 12 small agencies 


have! been set up to date, employing fewer 
than 9,000 civil servants. But by April 6th a 
further 18 will be added, lifting the number 
employed to well over 50, 000. Most impor- 
tantly, next week's batch will include the 
first sizeable agency providing a service to 
the public—the employment service, which 
employs 34,000 people at job-centres and 
unemployment-benefit offices. The still big- 
ger Social Security Benefits Agency will fol- 




























are one of the planet's few inexhaustibli 
resources, developed countries are profli 
gate with them. With (normally) nin 
digits after the initial 0, Britain could i 
theory number 999, 999, 999 telephones 
computers or fax machines. Yet, wit 
only 23m of the things in use, some part 
of the country are already stretched. 1 
London British Telecom has managed 
use about 6096 of the possible numbers 
Meanwhile, Mercury, paging, cellula 
telephones, and personal communica 
tion networks all have their own cod 
and thus their own set of numbers t 
waste. 
Within the next five years, a sim 
lar change will be needed in several 
other large cities around Brit 
ain. A horrid thoug 
Hongkong changed i 
numbers last year, andi 
most a third of calls tł er 
today are wrongly d 
alled. Just as well that 
British Telecom, more 
careful than its Hong- 
kong equivalent, is 
planning to spend about 
£8m advertising London's |j 
change. Will it be enough? 


mum interrete ASI vnam tant 


low a year later. 
Another pulse-slowing feature has be e 
the outcome of the recruiting campaign 
Most of the early chief executives have b 
recruited from the civil service; other 
clude a former head of a health auth« 
secretary of the National Trust and an arm 
brigadier. The employment service wi ot 
tinue to be run by its present head, Mr Mik 
Fogden, a deputy secretary. Hes 
Jobs for the boys? Not — S 3 
petition seems likely to increase onc 
credibility of the agencies is estab 
Ministers are keen to foster it. Thi 
vertisement for the head of the Socia 
rity Benefits Agency emphasises that e 
ence of managing large organisatio: 
considered more important than ex 










































Planned 
redeployment 


politics. By 1 






































done so—there is scope for bringing in a big 
name from industry. | 

. One of the prime objectives of “Next 
Steps" is to break some of the rigidities of 
civil-service pay. The government would like 
the freedom to pay what it needs to recruit 
and retain staff. The agencies have so far 
oosened rather than broken the link with 
official pay scales. Over the next year some 


ernment printers and publishers, HMSO, 


etm ma 


— CNN JANUARY 25th Mr Gorden 
> Kaye, an actor in a television com- 
edy series, was driving his car in a gale 


eral days he was on a life-support ma- 
chine; then he was moved to a private 


- door of the few people allowed to visit 
^. him. Staff were concerned that, in his 
“fragile state, he should be disturbed as lit- 
tle as possible. 

On February 13th a reporter and pho- 
tographer from the Sunday Sport —the 
newspaper that brought you "Mum gives 
birth to 8lb trout”, "Giant sprout from 
outer space ate my pal" and “Virgin Mary 
built our shed"— arrived at the hospital. 
Ignoring the notice on the door, they got 
into Mr Kaye's room, interviewed him— 
. supposedly with his consent—and took 
photographs of him. Nursing staff tried to 
get the Sunday Sport's employees to leave, 
but they refused. Security staff were called 
and threw them out. Medical evidence 
- later showed that Mr Kaye had been in no 
fit state to give informed consent to any- 
_ thing: 15 minutes later he had no recollec- 
` tion of the incident. | 

. Mr Kaye's agent got a court injunction 
against publication of the article and pho- 
tographs. The Sunday Sport appealed. 
Three judges in the Appeal Court decided 
that they could place only a limited re- 
striction on the newspaper. They could 
prevent it from saying that Mr Kaye had 
given his "informed consent" to the inter- 
iew: since he was in no condition to do 
ny such thing, that would constitute 
malicious falsehood". But they could not 
op the paper from printing the piece, 
nd as many photographs as it wished, so 
yng as readers were told that Mr Kaye 
had not consented. It did so. | 
The judges took the opportunity to re- 


tem, they pointed out, was to blame. Mr 





ime the civil service has _ 


may well go further: for instance, the gov- 


would like to break with the main civilser- - 


AB rar actae oed dto 


_ Slamming the door on their feet 


when some wind-hurled debris struck . 
him. He suffered brain damage. For sev- 


room in the hospital, with a list on his 


gret that they were unable to offer a more 
satisfactory remedy. A gap in the legal sys- 





vice grades entirely. o I P M. 
.— The unions have been surprisingly co- 
operative, even though they have no great 


love for the "Next Steps" programme. They 
believe that in the tight labour market of the 
1990s pay flexibility will almost always mean 
flexibility upwards. As long as they can ne- 
gotiate a continuing role for themselves in 
the agreements that set up the agencies, they 
will probably make no fuss. 

Though these changes are gradual, the 
shift to agency status can have an immediate 
effect on the ethos of organisations. The 
"framework" documenfs that set up each 


Kaye was clearly complaining about viola- 
tion of privacy; but in Britain victims of 
press intrusion have no rights of redress 
in law on that ground alone. Their lord- 
ships accepted that there were difficulties, 
but hoped that this gap would soon be 
filled. 

They may get their wish after the 
Calcutt committee, set up by the govern- 
ment to consider the question of privacy 
and the press, has reported later this year. 
Its conclusions will once more stir up an. 
argument about whether anything can be 
done about bad journalism without con- 





straining good journalism. 

Most people—including many journal- 
ists—would agree that there is a wrong to 
be righted. The captain of the capsized 
Channel ferry Herald of Free Enterprise 
should not have had his intensive-care 
unit invaded, nor microphones put in his 
car; a rape victim in Ealing should nor 
have had her picture printed in a newspa- 
per; the townspeople of Lockerbie should 
not have had to live under siege. 

West Germany, France, Italy and most 
states in America have laws on the matter. 
In Britain the Sun could print a picture of 
a heavily-pregnant Princess of Wales on 
the beach. In France Miss Brigitte Bardot 


gency force it to think about its output and 
its customers. So Companies House, for ex- 
ample, has become much more customer- 
friendly: in making information quickly 
available it has entered the age of the fax, 
the courier and (since it charges for its ser- 
vices) the credit card. It has been given strict 
new productivity targets, and says that since 
becoming an agency in October 1988 it has 
reduced the average time for processing doc- 


 uments from 24 working days to four. A 


‘small step for a business; a giant leap for the 
civil service. 








took photographers to court for snapping 
her in her garden on the ground that they 
were infringing her “droit dintimité’. 
“Unlike General de Gaulle,” said her law- | 
yer, “my client has not given herselftothe 1| 
nation.” Miss Bardot won damages. 
There may be a connection between such i 
restraining laws and the absence, in these 
countries, of a tabloid press as prying and 
lying as Britain's. 

Yet since 1961 five parliamentary at- 
tempts to introduce a right to privacy 
have failed. The most recent, presented 
last year by Mr John Browne mp, who had 
had his own difficulties with press interest 
in his family and financial affairs, was ap- 
proved by 98 votes to one at its second | 
reading, but thus failed to get the 100 | 


votes necessary to push it through to the 


committee stage. The government argued 
against it, but hinted that legislation 
might eventually be necessary if reforms 
of the Press Council proved inadequate. 

Governments, perhaps because they 
do not like antagonising newspaper pro- 
prietors, have always edged around the is- 
sue. So do other, disinterested, parties: 
the official commission set up after a bill 
of Mr Brian Walden’s fell by the wayside - 
in 1969 recommended, in its majority re- 
port, against a law. There are always (le- 
gitimate) worries about more anti-press 
legislation in a country with ferocious libel 
laws. There is concern that, without a bal- 
ancing right to free speech, a right to pri- 
vacy would prove unduly restrictive. Let's | 
give the Press Council another chance, | 
the argument usually concludes. 

British reliance on gentlemanly self- 


regulation may have worked when news- 


paper owners were keener on respect than - 
on cash. But when the Press Council cen- 
sured the Sun for its pregnant-royal 
photo, the newspaper printed it again un- 
der the headline "This is what the row's | 
about, folks". Since there is a reasonably - 
close correlation between a newspaper's- 
circulation and the number of complaints 
against it that the Press Council upholds, - 
tabloid editors regard its censures rather 
as a roué views notches on his bedpost. — | 
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bury is about to embroil the prime minis- 
ter in another church-and-state contro- 
versy of the kind the Victorian middle 
| classes so relished. Sit back and enjoy a 
. comedy of politics and religion as English 
|. as a Barsetshire Sunday afternoon. 
The decision by the current arch- 
* bishop, Robert Runcie, to announce his 
retirement, comes at a time when the 
Church of England is unusually divided 
© between the incense-and-filigree brigade 
.. (with a strong homosexual contingent), 
. who dream of reunion with Rome, and 
back-to-the-Bible evangelicals. And as the 
clergy squabble over everything from the 
nature of Christ's resurrection to the or- 
dination of women, parish churches are 
emptying, merging or oe The pub is 
‘beckoning more strongly than the pew. - 


* concerned. She is an enthusiastic. con- 


|^ ment from cover to cover. Her earnest- 
< ness about family morality is real, not 
fake. She rarely goes against church ad- 
vice on church appointments. But she is a 
diligent student of pedigree and form. She 
-is not the only prime minister in modern 
-.times to take an interest in church af- 
-a fairs—Harold Macmillan loved to gossip 
with the Queen about the bishops. But 
-. Mrs Thatcher is the most serious. 


cessor, Mr James (now Lord) Callaghan, 
put Number 10 at one remove by giving 
d job of drawing up a short-list of candi- 
dates for bishoprics to the Crown Ap- 
pointments Commission. Ten of its 13 
members are chosen by the church and 
vone is the archbishop's appointments sec- 
etary. But Mrs Thatcher's patronage sec- 
‘retary, Mr Robin Catford, is there to fight 
er corner—and she will choose a layman 
-to chair this commission. 
<- Its job is to produce a short-list of two 
for Mrs Thatcher to pick from—though if 
she dislikes the list she can demand an- 
ther one. Her problem is that most bish- 
= seem to derive d views from the 










cal views ‘than h e pios afl Ister- 
borough, William Westwood, and the 
Archbishop of Armagh, Robert Eames, 
for example, But those who know Mrs 
Thatcher say it 








Frocks and filigrees 


UST down the Trollope: the hunt- 
for the next Archbishop of Canter- ` 


.. Mrs Thatcher, who has a central ole i 
-in choosing the new archbishop, is most — 


sumer of theology: she spent a good deal ~~ 
-of time in 1988 re-reading the Old Testa- ` 


For all that, her influence is less than _ 
that it would once have been. Her prede- 


i tak tot think ius 


she will concentrate on the worldly poli- z 


tics of the candidates. 


Rather, she is likely to ponder their T 


liness. Even greater than her irritation at 
the bishops who attack her policies is her 


| worry about a church which she believes 
-is failing to sell its simple, central message. 


If the commission comes up with’a short- 
list composed of liberals, with sophisti- 


He started it 


cated moral views, Mrs Thatcher is capa- 
ble of thinking long and hard, and then 
responding in an unusually forthright 


. manner. For she might well refer to two 
alternative | candidates: 
Bishop of Truro, and his brother Peter, 


Michael Ball, 


Bishop of Lewes. 


The Ball brothers, boit mons are 


considered genuinely spiritual men. The 
Queen was an enthusiast for the appoint- 
ment of Peter Ball to the bishopric of Nor- 


_wich, but the episcopal establishment 


blocked the appointment on the grounds 
that he was not a good enough adminis- 
trator. But the prime minister, brought up 
as a Methodist, may well take the side of 
those who believe the church needs a holy 
man to lead it, not a politician or a man- 
agement consultant. If she decided to op- 
pose a favoured church candidate, her 
friends believe, it would be in order to 
push for such a candidate. 


Antidisestablishmentarianism 


Whatever the merits of her choice, there 
are many in both the Church of England 
and Parliament who cannot see why any 
politician should wield power over spiri- 
tual appointments. A parallel concern was 


voiced by some churchmen last summer,.. 
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when the Commons exercised its right to 
block a church measure allowing the or- 
dination of divorced men as priests. It got 


through later, but its ambush by Tory Mrs 


dismayed many senior Anglicans. (It also 
cheered up others: conservatives saw the 
episode as a signal that the Commons 
would be likely to block any future mea- 
sure for the ordination of women. This 
was wide of the mark—the vast majority 
of Labour members, and many Tories, will 
back the ordination of women when it 
comes.) 

Once last summer's furore had died 
down, liberal clergymen started talking in 
earnest to interested MPs, most of them 
from the Labour benches, about the for- 
mal links that still bind politicians and the 
church. Should they be loosened? The dis- 


cussions have inevitably raised again the 


spectre of disestablishment. Mrs Thatch- 
er's power derives, after all, from the fu- 
sion between church and state effected by 


. Henry vm when he broke with Rome and 


established the Church of England. 

King Henry's marital behaviour dis- 
credited dating agencies for centuries. But 
it gave his heirs (and later, British prime 
ministers) a special power over the English 
church. As Henry's daughter, Elizabeth 1, 
once put it to a complaining bishop: 
"Proud prelate. You know what you were 
before | made you what you are. If you do 
not immediately comply with my request, 
I will unfrock you, by God". The thuggery 
of the Tudor monarchs remains the basis 
for a prime minister’s involvement in the 
choice of an archbishop four centuries 
later— which strikes many as absurd. 

Yet disestablishment is not on any seri- 
ous political agenda. As a fundamental 
constitutional change, it could bring most 
other business in the Commons—let 


alone the Lords—to a halt. Mr Michael 


Alison, the former parliamentary private 
secretary to Mrs Thatcher and now a 
church estates commissioner, believes the 


legal complexities of unravelling the own- 
ership of the £2.5 billion of what were 
church assets acquired over the centuries 
by the crown would be a nightmare. Every 
group which had ever split from the 
church could claim—and at the least the 
issue would keep lawyers in fees for de- 
cades—to be entitled to some of it. 


So the church and Mrs Thatcher are 


- left in an uneasy historical embrace from 


which neither can escape. The prime min- 
ister’s strong moral views and sense of 
duty make it likely that she will be unable 
to resist meddling. But if she lifts a finger, 
she will infuriate the regiments of liberal 
bishops. It should provide a fascinating 
drama for the summer. Trollope would 
have loved it it 
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Glitter and tarnish 





The price of gold fell 596 to 
5368 an ounce. Arab investors 
dumped 70 tonnes of the 
metal to buy $800m of ster- 
ling. American and European 
investors were hurt. Many had 
bought gold at more than 
$400 an ounce. 


Jacques Delors, president of 
the European Commission, 
warned Greece that it will lose 
what little international credi- 
bility it still enjoys if it does 
not do something about its 
economy. Greece's inflation 
rate is 15%, three times the . 
Community average, and its 
public debt is $54 billion—as 
much as its GDP. 


The ex-Soviet world's trading 
organisation, Comecon, is to 
sive up central planning to 
‘oncentrate on promoting bi- 

~ lateral trade. Its once-powerful 
secretariat will become a cen- 
tre for information, rather like 
the West’s OECD. 


In the air 


Swissair, SAS, Austrian Air- 
lines and Finnair are seeking 
bids from aircraft manufactur- 
ers to make 240 new aircraft 
worth $12 billion. The four 
airlines hope to get a discount 
by handing in common speci- 
fications and placing the order 
together. Air France and 
Lufthansa might be interested 


in a similar deal. 

British Airways is miffed 
that Nicholas Ridley, Britain's 
trade secretary, has referred a 
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proposed joint venture with 
KLM Royal Dutch Airlines and 
Sabena of Belgium to the 


monopolies commission. 


The government of Pakistan is 
to sell 10% of Pakistan Inter- 
national Airlines. 


Nuts and bolts 


Japan won its appeal within 
GATT against the EC's decision 
to slap anti-dumping duties 
on Japanese electronic type- 
writers and other products as- 
sembled in the EC. 


Fresh from co-operation talks 
with Mitsubishi of Japan, 
West Germany's Daimler- 
Benz has tied up with Pratt 
& Whitney, a subsidiary of 
America’s United Technol- 
ogies, to make jet engines. 





Sir John Egan (right), chair- 
man of Jaguar, is to be re- 
placed by Bill Hayden, a vice- 
president of Ford, which 
bought Jaguar for $2.5 billion 
late last year. Sir John was un- 
willing to run a subsidiary. 


Ford is to shut one of its 
Ohio assembly lines for the 
first week of April because of 
a shortage of orders. When 
working, the line builds 5,600 
Ford Thunderbirds and Mer- 
cury Cougars a week. 


Computerworld 


The family of An Wang, the 
founder of Wang Labora- 
tories, who died on March 








24th, said it will keep control 
of the troubled Massachusetts- 
based mini-computer firm. 


Cray Research, a Midwest 
supercomputer-maker, 
promised to unveil its first 
mini-supercomputer by sum- 
mer. John Rollwagen, Cray’s 
chairman, said that the recent 
supercomputer agreement be- 
tween America and Japan 
could increase Cray's Japanese 
sales by $100m a year. 


Financial times 


Peter Lynch, head of Fidelity 
Investments' $12 billion Ma- 
gellan Fund and one of the 
most successful mutual-fund 
managers on Wall Street, is 
opting for a quieter life—in 
retirement. 


Algemene Bank Nederland 
and Amsterdam-Rotterdam 
Bank are pondering a merger 
that would make them Eu- 
rope's seventh-biggest bank. 


France's bogged-down mer- 
chant bank, Paribas, moved 
aside its chairman, Michel 
Francois-Poncet. Day-to-day 
running of the bank has 
passed to Mr André Lévy- 
Lang, head of the company’s 
biggest subsidiary. Paribas 
hopes this will help restore 
confidence, dented after its 
botched takeover bid for 
Navigation Mixte. 


Reorganisation has come dear 
for Shearson Lehman 
Hutton. The securities firm is 
steeling itself for a charge 
against earnings of up to 
$800m—the biggest the indus- 
try has seen. 








Trusthouse Forte, a British — | 
hotel chain, is to buy the Wa- | - 
tergate hotel in Washington _ 
for an estimated $50m. The 

rest of the Watergate complex, 
scene of an i us break-in 
during Richard Nixon’s ree 
election campaign in 1972, is 
still up for sale. 


The British government told 
the main subsidiary of Lon- 
don United Investments 
(Lut), the largest underwriter 
of American liabilities in the 
London market, not to take 
on any more risk. LUI does not 
have the reserves to meet 
some old claims. 


The American property and 
casualty insurance industry 
said its net income fell by 25% 
to $11.2 billion in 1989. It suf- 
fered record catastrophe 
costs, including $7 billion in 
claims for losses suffered in 
Hurricane Hugo and the San 
Francisco earthquake. 


American General, an insur- _ 
ance firm, has received an of | - 
fer for more than $6 billion in | - 
cash and securities from " 

Torchmark, a much smaller 


competitor. 


Bibles and business 





The Bishop of Oxford has 
taken England's Church 
Commissioners to court. He 
says they have paid too much 
attention to making money 
and not enough to the ethical 
aspects of investment. 
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TV networks? 


NEW YORK 


ABC, NBC and CBS once dominated American television. Offered more 


viewers have 


choice by cable-operators and innovators like Rug 
been switching off the networks for a 


ecade. Now 


rt Murdoch, bored 
TV's big 


three have one last chance to fight back. Will they take it? 


FE companies claim to have as much of 
a hold on their nation's psyche as 
America's three big television networks. 
Their pictures of Neil Armstrong, Vietnam, 
Richard . Nixon and the Beatles have 
moulded America’s opinions, set fashions 
and won or lost elections. But their power 
“has waned. A decade ago 90% of America's 


DI. 


. svision watchers were tuned in to. ABC, 
"ws Ot NBC on an average night: now only 
66% are. — | gs 
. Today two-thirds of. America's 90m 
:homes are connected to multi-channel. ca- 
ble-rv systems. Most homes receive 25 dif- 
ferent channels; many receive nearly 50. 
Seven out of ten homes have a video-cas- 
sette recorder. So the viewer can schedule 
his own programmes. As a result the net- 
works’. profits have. suffered. Third-placed 
CBS probably loses money; second-placed 
ABC, which broadcasts this season’s surprise 
hit, "America's funniest home videos”, 
probably makes a pre-tax profit of only 
$100m; NBC, the leading network with hits 
like “The Cosby Show" and "Cheers", is 
the only one to post a decent pre-tax profit, 









like grey cost-cutters. One disgruntled CBS 
newscaster was overheard calling her net- 
work the “Cheap Broadcasting Service". 

Worse, the networks have lost the initia- 
tive in broadcasting. The glamorous figures 
in American television are now cable entre- 
preneurs such as Mr Ted Turner, founder of 
Cable News Network, and Mr Rupert Mur- 
doch, who has successfully built up a mini- 
network, Fox Television. New entertain- 
ment giants such as Time-Warner and 
Japan’s Sony own many different types of 
media in many different countries: the net- 
works were either too lazy to build similar 
empires or restrained by regulation. 

There are two prognoses for the net- 
works’ plight. The first says that their audi- 
ences will melt away to cable-TV program- 
mes and that advertisers will turn to “nar- 
rowcasting "—choosing specialist media to 
reach specific audiences, rather than “satu- 
ration-bombing" them through the net- 
works. The second opinion is that the net- 
works will soon be ripe for a revival; that the 
charms of narrowcasting are over-rated; and 
that most of the rules constraining the net- 
works are about to be abolished. 

The good news for the networks is that 
the second opinion appears more plausible. 
The bad news is that the networks' fortunes 


will probably get worse before they get bet- 
“ter. Future profits may depend on manage- 





regain their former glory. 


fore the proliferation of channels, 
dios that supply most of their progr 


television stations. Other Hollyw 


- tract —the same as a glossy mini-series. 





ment skills the networks do not have 
ever happens, they are unlikely 








The networks are in a com 
trap— part financial and part regulatory 


> 







the networks altogether and sel 





ducers use the threat of cable distributic 
push up fees. The result: entertainment 
gramming costs doubled during tt 

Sportsmen have learned the sar 
The new deal to show American pr 
sional football over the next four 
works out at $32m per NFL team—almo 
twice as much as the previous three-ye: 
deal. cas has been the biggest spender. Mr 
Christopher Dixon, an analyst at Kidder 
Peabody, calculates that cas paid at least 
$2m per hour for its current baseball con- 






















































Network affiliates, the independenti 
owned local stations that show network pr 
grammes, have got uppity too, happily r 
placing network programmes when some- 
thing better is available. Staggeringly, t 
networks still pay their affiliates to show 
their programmes. ABC and CBS make more 
money from the handful of television sta: 
tions they are allowed to own themselves 
than from running their networks. - 

With so many soaring costs, the net 
works have looked for ways to increase thei 
revenue. Selling advertising spots will brir 
in $10 billion this year (around half the to 
TV advertising market). But even the most 
jaded American viewer cannot stoma 
many more ads, so the only way to i 
revenue has been gradually to raise prices 
even though the networks now deli 
smaller audience to its customers. Th 
of reaching 1,000 viewers has dou 
the past decade—to advertisers’ fury. 

What the networks need is new sc 
of revenue. They were slow to develop 
channels of their own. The most suc 
one, ABC’s ESPN sports channel, make 
most as much as ABC's main network. - 


A chink of light | 
The networks blame their failure to expa 
on restrictive rules, most dating back 
1960s. Those rules may soon disappear. 
Consent Decree, which prohibits a netwc 
from producing more than five hours of 
prime-time programming a week, is- 
expire later this year. 3 

The real bogey is the Financial In 
and Syndication Rules (Fisr). These bai 














































hetworks from having a continuing interest 
their shows. A network gets the right to 
show a programme twice. Then the rights re- 
vert to the producer. Thus, when the 
Zosby Show" was syndicated as reruns to 
cal stations for $500m, none of the profit 
went to NBC, which put up most of the 
oney to produce it. 

: In 1983 the Federal Communications 
ommission (FCC) decided to relax FISR to 
lp the networks; but President Reagan, a 
man not ungrateful to the film industry, 
blocked the move. The Fec wimpishly ad- 
vised the networks and studios to negotiate 
an agreement themselves. Because the stu- 
lios had nothing to gain, they stonewalled. 

© Last year Fox Television asked for a 
vaiver from the FisR. Fox wants to extend its 
-. three-night-a-week service to a nightly one 
. by late 1991: it will technically become a net- 
|. work when it starts broadcasting more than 
15 hours a week later this year. The net- 
vorks opposed Fox's application. "Keeping 
‘Ox as a hostage", as one network executive 
puts it, has paid off. On March 14th the rcc 
ave the networks and studios 90 days to 
gree on a new deal for the resale rights of 
rogrammes; if not, the Fcc will do it for 
hem. If the FCC makes the decision, the net- 
'otks are bound to get a better deal. 

_ What then? The networks will be in a 
etter bargaining position with the studios 
ver the cost of their existing programmes. 
ialysts guess that owning a small share of 
tights even to moderately successful pro- 
mmes could bring in an extra $60m a 
ear in profit to each network. 

Once they can retain more of the resale 
ue of shows, the networks will be keen to 
duce more programmes without the help 
he studios. Such a move could be fraught 
h peril. If they do it badly, they could lose 
tune. Only one-fifth of the programmes 
duced by Hollywood make a profit. To 
nd a decent chance of getting such hits, 
networks need to produce at least 12 
hows a season. 

— If the Fisr go, the networks will face an 
ven more dangerous temptation: to link up 
ith film studios. As “vertically integrated" 
ompanies, argue some network executives, 





























they could gain by showing their own shows. 
Really? There is no evidence to suggest that 
a CBS-Disney partnership, one of the most 
commonly touted, would restore CBs's net- 
work. The only network-studio partnership, 
Fox, has succeeded by not showing many of 
the programmes it produces. Its biggest hit, 
"Married with Children", is produced by 
Columbia. The Fox studio's biggest success, 
"LA Law”, appears on NBC. 

A more serious question is whether the 
networks have the management skills to 
take advantage of the new world after the 
FISR. So far their chief response to compe- 
tition has been to ignore it. Nothing illus- 
trates this better than the rise of Fox, which 
Mr Murdoch started in 1986. 

Fox now attracts 1196 of the audience 
on the nights it broadcasts. A much leaner 
operation than its rivals, it has succeeded by 
flouting questionable network traditions, 
such as launching new programmes in the 
autumn. Fox puts some of its new pro- 
grammes out during the summer (when the 
networks run repeats). It also angles its pro- 
grammes towards a younger audience. For 
an advertiser wanting to reach a range of 
adults between 25 and 54 years old, Fox is 
1096 more expensive than the others; but, 
for an 18-34 age-group it is 1096 cheaper. 

But Fox's success should also be a com- 
fort to the networks: after all, it is modelled 
on their example. Ás Mr Murdoch has 
shown, there is still vast value in being a net- 
work, despite the growth of cable channels. 

Until recently, conventional wisdom 
said that narrowcasting would replace the 
mass market. Tomorrow's advertisers would 
use consumer research to send mail-shots to 
specific customers; advertise more lo- 
cally; and turn to specialist media 
such as the single-interest maga- 
zines which companies place in 
doctors' waiting rooms. 

In practice advertisers 


















have disco igs. First, aside from 
a few much-hyped ‘examples, narrowcasting 
is often expensive and still fairly inaccurate. 
Second, it is not much use to mass-market 
consumer goods. “Toothpaste belongs on 
the network,” says one agency media-chief. 

So far the big networks are the easiest 
way into every American home. Despite re- 
cent price hikes, they are comparatively 
cheap: piecing together an alternative “na- 
tional" network constructed from cable sta- 
tions (which reach only 6696 of the country 
anyway) and independent stations would 
still cost more and reach fewer people. 

Given the bewildering number of 
choices they have been offered, America 
viewers have remained surprisingly loyal to 
the networks. Around 9596 of American 
homes watch them at least once during a 
week. Even in cable households the three 
networks are usually the most popular chan- 
nels. The networks' overall audience sha 
has declined, but their top-ten shows are .. 
most as popular now as they were in 1980. 

The real threat to the networks is not 
that the mass-market will disappear, but 
that somebody else grabs it. Luckily for 
them, none of the cable programmers yet 
makes enough money to commission the va- 
riety of programming that the networks pro- 
vide. American consumers happily pay $14 
billion a year to receive cable-Tv (compared 
with the $9.5 billion the networks raise 
through advertising). But most of this 
money goes to servicing the huge debt in- 
curred by cable operators to build their sys- 
tems. If more of that money could be spent 
on new "network-style" programming, then 
cable stations could make a big dent in the 
networks’ mass market. — 

One possible threat is a subscription- 
based satellite network, which could reach 
tens of millions of homes at a fraction of the 
cost of cable. Mr Murdoch and NBC have 
joined a plan to sell $300 satellite dish 
which will pick up 100-channel Tv in 1995. 

Convincing Americans with 50 chan- 
nels to spend several hundred dollars more 
to watch another 50 may be too difficult a 
task—even for Mr Murdoch. In the medium 
term, the networks will lose their control of 
the mass market only if they fumble their 
programming advantage. The recent round 
of ludicrously priced sports deals (draining 
money from other types of programming) 
suggests that this is still a possibility. 
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n the fast moving travel and tourism industry, it is 
d of significant changes in order- 
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he right business decisions. 





Travel Industry Monitor is a new monthly publication / 
from The Economist Intelligence Unit. It provides 
sis and clear 





industry managers with the incisive analy 
interpretation of key developments which they need to 
stav ahead. i 
will include: 





Each month analvse 
KEY MARKETS — travel trends and patterns of 
behaviour 

LEGISLATION — rulings and policies as they affect 
both suppliers and consumers E 
SPECIFIC MARKET SEGMENTS — c.g. business 
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travel, special intere 
KEY PLAYERS — performanc 
Operators, etc 
DESTINATIONS — major and emerging regions 
NEW TECHNOLOGY - reservation systems and 
marketing : 





of airlines, hot 








trategies. 


In newsletter format, Travel Industry Monitor is for 
the decision maker who needs up-to-date objective 











information on important issues, professionally 


sible format. 
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Unique treasury touch. 





Ision. 





Market volatility can turn profits into losses 
overnight. Today's corporate treasurer needs à 
truly global bank that works 24 hours a day. 


At the mere touch of a screen,our state-of-the-art 
treasury trading systems allow dealers to keep 
track of markets, and react quickly to changes 
on the economic scene. Round the clock. 


HongkongBank's experienced corporate dealers 
will work closely with you, finding creative 
answers to your company's treasury needs. 


With more than 1,300 offices in 50 countries, 
and 33 dealing rooms worldwide, the 
HongkongBank group's treasury services can 
put you ahead. And keep you there. 


For more information, contact your nearest 
office of the HongkongBank group. 

Advanced treasury management technology. 
And a global capability. That's our strength. 





HongkongBank 


The Hongkong and Shanghai Banking Corporation Limited 


Marine Midland Bank « Hang Seng Bank 
The British Bank of the Middle East « HongkongBank 
of Australia « Hongkong Bank of Canada 


Wardiey « James Capel e CM&M 
Equator Bank 


Carlingford and Gibbs Insurance Groups 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 30 JUNE 1989 
EXCEED US$124 BILLION. 


























y "yequire 1 more rid) just. fice- 
ic eaves state monopolies and. 
ng firms to produce as they wish: it 
emands monetary and fiscal disci- 


e Soviet tax and banking systems. 
Experience f liberalisation from Latin 
America to New Zealand suggests two 
rules. The first is that the freeing of prices 
rms should be preceded by fiscal and 
. monetary stabilisation. The second is that 
|^ domestic financial markets should be 
 liberalised before external capital con- 
trols. If, instead, the budget deficit and 
the money supply are left to spiral out of 
control, inflation will soar and, sooner or 
later, the government will be forced to re- 
impose price controls. 
For communist economies, though, 
there is an extra complication. That is the 
view of Mr Ronald McKinnon’, of Stan- 
© ford University. He says that perestroika 
will worsen the government's budget posi- 
tion by undermining its ability to raise 
revenue. In the Soviet Union's centrally 
planned economy a large slice of govern- 
ment revenue comes from implicit rather 
than formal taxes. Virtually all industry is 
owned by the state, so "tax" revenue 
comes from appropriating firms’ profits. 
Under perestroika, however, this hid- 
|j. den tax-collecting machine breaks down 
“and the tax-take dwindles. As businesses 
_. are privatised, the government's tax base 
| is eroded. And if managers of the remain- 
| 
i 








ing state-owned firms are to be given an 
incentive to use resources more efficiently 
they must be allowed to retain part of 
their profits. o | 
For proof, look at China. During its 
economic liberalisation, central-govern- 
ment revenue from enterprises fell from 
20% of GNP in 1978 to 596 in 1988, ac- 
counting for all of the fall in its total tax 
revenue, Mr McKinnon suggests that part 
of the increase in the Soviet Union's bud- 
get deficit from 2.596 of GNP in 1985 to 
1396 in 1989 also reflects a drop in tax rev- 
enues, as firms have been allowed to accu- 
mulate special funds for investment and 
| wages. It is true that the widening deficit is 
| almost entirely due to a slump in revenue 
| (see chart), but much of this can be 
_ blamed on the shortfall caused by the gov- 


ernment’s anti-vodka campaign. How- 
ever, as s perestroika proceeds, corporat, 


Thar, in turn, will require reform of 
huge 








| | Russia, twixt Scylla and Charybdis 


The Soviet Unioni is planning to announce radical economic reforms by 
y July. But pa a will fail without fiscal and monetary reform 





revenues are likely to shrink. 

The huge increase in the Soviet 
Union's deficit in recent years has been 
financed mainly by printing money, 
which in turn is to blame for households’ 
"monetary  overhang" —roubles 
which cannot be converted into goods 
and services. Soviet economists have 
burnt gallons of midnight oil trying to 


work out how to prevent these cash bal- 


ances spiling over into inflation once 
prices are freed. The best solution might 
be to force households to buy long-term 
bonds or even their own homes. But the 
Soviet Union's monetary system could 
hinder its metamorphosis into a market 
economy in another, more serious way. 

In a centrally planned economy the 
monetary system is passive: the state bank 
automatically lends credit at zero or low 
interest rates to firms to buy the inputs 
they need to fulfil the plan. Once the 
economy is liberalised and decision-mak- 
ing on prices and output shifts from bu- 
reaucrats to firms, such a banking system 
imposes nó financial constraints on firms’ 
ability to bid for resources. So prices of 
goods will soar and not reflect their rela- 
tive scarcity. Worse still, the banking sys- 
tem will ensure, perversely, that credit 
automatically flows to loss-making firms. 
Thus free prices will impose no discipline 
on firms’ investment decisions. 


Delays i in Soviet price reform have of- 
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ten been bla on satx by 
crats anxious to preserve their po i 
Mr McKinnon suggests that the loss o 
nancial control triggered by perestroika. 
self may impede efforts to decentralise 
cision-making. For example, the 1987 
which gave firms the freedom to s 
dustrial goods to one another di 
work as intended because the - 
budget deficit and the lack of fina 
constraints on firms rendered the 
freedoms meaningless. Popular pr 
over rising prices forced ministrie 
impose controls. In the face of such im 
ances, liberalisation may have furtl 
duced the Soviet Union s. ec 
efficiency. | | 
So at the same time a 
with perestroika, the Sovit 
reform its mónetary system t 
amount that firms can borro 
charge full market rates of interes 
government's other immediate conc 
to establish a proper tax system to elii 
nate the budget deficit. Company tax 
have to be ruled out because it is imposs 
ble to define the concept of profit in a sc 
cialist economy. Instead, Mr McKinno: 
favours a value-added tax at a unifo 
rate of 2096, and a broadly based p pe 
sonal-income tax. : 
What about full naian of the 
rouble into foreign exchange? This shoul 
be the last step, says Mr McKinnon. Only. 
after the budget deficit has been pruned 
and domestic capital markets have be 
fully liberalised, is it safe to free the 
ble. The delay is necessary in order 
keep a tight financial grip on firms in the. 
early stages of liberalisation. Otherwis 
they will be tempted to over-borro 
abroad. Large inflows of foreign capit: 
would also drive up the exchange rate 
putting industry at a competitive disa 
vantage in world markets, as New Zealan 
found when it began to open up its econ 
omy in the mid-1980s. 
Mr McKinnon's route to reform is fin 
in theory; but, unlike Chile or New 
land, which did at least have a partial 
ket system to begin with, the 
Union has no real market in most go 
This raises some big questions. If the | g 
ernment restricts credit before it frees 
put and prices, what happens when 
ceilings clash with the plan’s dema 
And is the government prepared to 
firms go bust under strict credit c 
straints, when without a sensible price: 
tem it is impossible to tell whether a fi 
is profitable or not? No route to reforn 
perfect. All that is certain is that if 
viet Union hac 
to start from h f 
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BUSINESS 
Japanese-American trade 


opeak softly and 
blame Congress 


TOKYO 


Nr NO the Japanese, ever so 
politely, seems to be working for Ameri- 
ca's trade negotiators. In a hurriedly ar- 
ranged meeting on March 2nd-3rd in the 
Californian desert, President George Bush 
told Mr Toshiki Kaifu, Japan’s prime minis- 
ter, that congressional patience with Ameri- 
ca's $49 billion trade deficit with Japan was 
running out and there wasn’t much he could 
do about it. Since then Japanese politicians 
and bureaucrats have been scurrying 
around Tokyo trying to agree on conces- 
sions to appease the Americans. On April 
2nd-3rd the two sides meet for the latest 
round of talks of the so-called Structural 
Impediments Initiative in Washington. This 
time the Japanese will offer significant 
concessions: 

@ The large-scale retail store law, which gives 
small local shopkeepers the power to block 
the expansion plans of big retailers (Japan's 
biggest distributors of imported goods) for 
years, is now expected to be suspended soon 
in the metropolitan areas of Tokyo, Osaka 
and Nagoya. A further eight large cities 
could also be declared immune from the law. 
Planning permission for new stores of 500 
square metres or more is to be granted in 
about 18 months, rather than the three 
years customary now. America has asked for 





Que cigar cigar 


TI placid and stimulating influ- 
ence of tobacco smoke permits 
men to sit together in silence with naught 
an anxiety," murmured Thomas Carlyle, 
a nineteenth-century Scottish historian. 
Davidoff International, a posh Swiss- 
based cigar distributor, and Cubatabaco, 
Cuba's state tobacco monopoly, would 
not agree. 

A year and a half of wrangling between 
the two companies has come to a head. 
On March 15th Davidoff announced that 
it will get its cigars from the Dominican 
Republic in future. National pride cut to 
the quick, Cubatabaco’s managing direc- 
tor, Mr Francisco Padron, recently chal- 
lenged Mr Zino Davidoff, the Swiss firm's 
84-year-old White Russian founder, to a 
televised cigar-appreciation contest. 

Cubatabaco wants to earn more hard 
currency for its exports. Last year it se- 
cured a foothold in Britain by buying 
Knight Brothers, an old, family-owned im- 
porter of its prestigious Romeo y Julieta 
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the law to be scrapped altogether. The Japa- 
nese will suggest that the law be “fully re- 
viewed" (abolished, in effect) in a couple of 
years' time. 

@ The anti-monopoly law, the Fair Trade 
Commission's main (but rarely used) 
weapon for cracking down on illegal cartels 
and bid-rigging arrangements, is to be 
beefed up with tougher fines and prison sen- 
tences. The litigious Americans still believe 
that private citizens in Japan should be 





brand. In France a two-month row was re- 
solved this week with Cubatabaco’s 
French importer, SEITA, France’s state to- 
bacco company: the issue this time was 
probably pricing. 

Cubatabaco’s quarrel with Davidoff 
stems from a 1983 contract which the Cu- 
bans claim gives them the rights to the 
grand Davidoff name. The tobacconist 
does not agree. Oettinger Imex, the Basel- 
based marketing group that owns 
Davidoff, rejected a takeover bid from 
Cubatabaco last year. Davidoff accused 
the Cubans of supplying poor-quality ci- 
gars; it took the the extraordinary step of 
burning some of them to prove the point. 
Davidoff says it will consider renewed co- 
operation once Cubatabaco’s cigars are 
back up to standard. But unless the two 
groups sort matters out, the Davidoff la- 
bel will be found wrapped only around 
Dominican cigars after the autumn. Yet it 
is hard to believe that Davidoff will gain 
many new acolytes by offering the finest 





scrapped 
given the right to seek compensation under 
the anti-monopoly law. Japanese authorities 
are not yet ready to grant the country’s con- 
sumers quite such free-ranging powers. 

@ Land prices, which have trebled over the 
past seven years in Tokyo and other big cit- 
ies, have been cited as a big reason why set- 
ting up a new business in Japan is prohibi- 
tively expensive. America blames Japan’s 
land-tax system, which encourages urban 
farmers to keep spare land derelict rather 


Dominicans. Mr Edward Sahakian, man- 
ager of Davidoffs London store, admits | 


that nothing matches a fine Havana rolled 
to the sound of a Che Guevara speech on 
a dusky Creole thigh. Aficionados are al- 
ready panic-buying. 










Zino bids farewell to Havanas 





THE ECONOMIST MARCH 31 1990 


ee er 


than sell it to property developers. The Japa- 
nese government is now expected to imple- 
ment swingeing regulations (already on the 
statute books) that freeze land prices within 
designated zones. In mid-March the finance 
ministry issued strict instructions to the 
banks and other financial institutions to 
curb their loans to property speculators. By 
autumn taxes on farming land in the sub- 
urbs are expected to be raised to equal those 
on residential land. 
@ The Japanese are also boosting spending 
on public-works projects. American negoti- 
ators say that, to bring its infrastructure up 
to western standards, the Japanese would 
have to spend ¥340 trillion ($2.2 trillion). 
To make a start, the Americans argue that 
Japan should raise its public investment 
from 6.7% of GNP national product to an an- 
nual 10% or so within three-five years. The 
lananese reply that such a rapid increase is 
t of the question, but more money is be- 
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ing found so that seven of the country's 15 
big construction projects can be expanded. 
Further money is being earmarked so that 
another eight public-works projects (includ- 
ing sewerage, airport and housing schemes) 
can be started in 1991. 

Largely to save face the Japanese have 
handed the Americans an 80-point-letter 
with suggestions for reducing America’s ex- 
cessive domestic consumption, which they 
argue is one of the biggest causes of the trade 
imbalance. Several of the ideas have genuine 
merit, especially the proposal to amend the 
Gramm-Rudman act: Japan suggests that 
120% of any portion of the deficit-reducing 
target that the government fails to meet 
should be added to the following year’s tar- 
get reduction. 

However several other ideas must surely 
be intended as jokes. One of the Japanese 
suggestions is that Americans be restricted 
to just one credit card apiece. 





Mexican-American trade 


Fortress North America 


WASHINGTON, DC 


T IS not as if America’s trade negotiators 

are having a slack time. They are already 
dealing with the Uruguay round of the GATT 
negotiations; with America’s seemingly in- 
tractable trade deficit with Japan; and 
(toughest of all) with Congress. Now it looks 
as if they are about to get still more work. 
On March 27th Washington officials con- 
firmed a report in the Wall Street Journal 
that preliminary discussions have begun be- 
tween Mexico and the United States on 
establishing a free-trade area. Formal talks 
are expected to be announced in early June 
~ken Mexico's President Carlos Salinas de 

rtari visits Washington. 





Bush tries the Mexican hat trick 
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This follows a pledge by then presiden- 
tial-candidate George Bush in 1988 that he 
would work to expand the United States- 
Canada free-trade area into a North Ameri- 
can free-trade zone. Mr Bush, his commerce 
secretary, Mr Robert Mosbacher, and his 
secretary of state, Mr Jim Baker, are all from 
Texas, which might expect to benefit from a 
free-trade agreement with its neighbour 
Mexico. But it will take a lot of negotiating. 

The free-trade deal with Canada took 
two years to negotiate, is being phased in 
over ten more, and was pretty unpopular 
north of the border. The Mexican economy 
is in a far more fragile state than Canada's. 
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tional Economics says that the trade surplus 
that Mexico needs to repay its debt has been 
shrinking and may even have switched to 
deficit at the end of last year. Though Mexi- 
co’s average tariff rate on American imports 
is down to just over 6%, import quotas ap- 
ply to many products, including textiles, 
cars, energy and steel. So though a free-trade 
deal that simply removes tariffs would be 
comparatively painless, one that phases out 
non-tariff barriers such as quotas would be 
much harder to agree. 

Whatever the merits of a free-trade 
agreement with Mexico, America’s enthusi- 


asm for bilateral deals (which include using — 


the 1988 Trade Act to prise open foreign 
markets) is worrying. This runs the risk of 
undermining the multilateralism that is at 
the heart of the world’s free-trading system. 
There is still loose talk of a United States- 
Japan free-trade area to match the European 
Community. Soon any country without 
some sort of bilateral deal with the Ameri- 
cans could feel left out in the cold. Maybe 
that is the way Washington likes it. 





The true costs of farm support 


Canada's shame 


ARMING is the most distorted part of 

the world economy. Farm-support poli- 
cies are the most ubiquitous form of protec- 
tionism, costing taxpayers billions in subsi- 
dies as well as increasing the price of food for 
consumers and reducing economic 
ciency by diverting resources from more 
productive uses. New research by the OECD* 
indicates that the true costs of subsidies may 
be higher than even their critics have 
thought. 


The OECD has developed a multi-sector | 


and multi-country model to examine the full 


cost of farm policies—ie, the extent to - 


which losses in efficiency and consumer wel- 
fare exceed the benefit to farmers—in the 
EC, Japan, America, Canada, Australia and 
New Zealand. To compare the degree of pro- 
tection in different countries, the m 
uses producer subsidy equivalents (PSEs), 
which measure the different types of sup- 
port (subsidies, tariffs and price support) in 
a single indicator. 

The average effective level of subsidy in 
the OECD (expressed as a percentage of the 
value of domestic production) has risen 
from about 30% to 5096 during the 1980s. 
Japan had the highest PsE in 1986-88, at a 
staggering 7696. Australia had the lowest 
PSE, only 1296. 

The model was asked what would hap- 
pen if agricultural support, based on the 
1986-88 average, were to be eliminated. 
Farmers would obviously lose, but their 
losses would be more than offset by gains in 
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Household Terms of Farm "Non-farm 
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e rest of the economy: 

World trade and prices in farm produce 
vould rise, with huge gains for the big agri- 
Itural exporters. Australia's meat exports 
uld rise by 21596, New Zealand's dairy ex- 
rts would jump 19096. | 

Elsewhere farming would shrink, by 2496 
pan, 1996 in the EC, 1796 in Canada and 
in America. As resources were released, 
ndustry and services would expand. 

The model suggests that the elimination of 
arm support would send real household in- 
comes high ler everywhere: by an average of 
%, varying from a rise of 0.3% in America 
to 2.796 in New Zealand (see table). 

.— This means that agricultural protection 
«currently costs these countries an annual 
a billion {in 1988 prices) in lost income, 
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“BUDAPEST 


THAT happens to a  once-proud 
-YV company after 40 years of commu- 
nism? Ask the managers at the Ganz loco- 
2 motive business in Budapest. The compa- 
.,ny's buildings are dilapidated. It has at 
least twice as many workers as it needs. 
: Work discipline is a shambles. Ganz’s 
products—trains and trams—fall short of 
world standards, so most have to be sold 
elsewhere in Eastern Europe or to the 
third world. And not a single one of the 
company’s orders is profitable. — — 
. What happens to an exhausted com- 
munist company when it gets taken over - 
by energetic capitalists? Once again, ask 
the managers at Ganz. The workforce has 
been cut by a third and will be trimmed 
further. Western designers are coming to 
| pgrade production. ' Ihe buildings are to 
pruced up. New management is being 
it in, because few senior Hungar- 
ians seem. able to adjust to modern west- 
ern methods. The factory has been totally 
eorganised to make everybody's respon- 
s ibilities. clear. Departments never had a 
budge before; now each has. Internal 
for gre ups of workers have been 
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. Agriculture and food processing, 1988 prices 


Canada 





Uruted States 





tForecast gain in household 
income after eliminating 
farm support divided by 
forecast reduction in 
farm jobs 





equivalent to twice New Zealand's Gp». If 
losses in other industrial and developing 
countries were included, the full cost would 
be higher still. 

Another way of looking at these figures 
is the cost per job “saved” in agriculture, cal- 
culated by dividing the forecast gain in 
household income from eliminating farm 
support by the forecast reduction in farm 
jobs. These calculations suggest that each 
farm job that is "saved" costs a whopping 
$100,000 a year in Canada, and between 
$13,000 and $20,000 in Japan, America and 
the EC. Of course, such jobs are "saved" 
only at the expense of jobs in other sectors. 

Some argue that these costs are a fair 
price to pay for achieving certain non-eco- 
nomic objectives, such as security of food 


| Catching a fast train to capitalism 


introduced to boost productivity. The 
aim is to change the company's culture en- 
tirely. - 

"Ihe skeletons in the cupboard were 
unbelievable," says Mr Harold Codd, the 
factory's new British boss. Part of a con- 





 glomerate. which was- virtua lly declared 


don rupt—quite an achievement in a — 
“communist country—Ganz last year be à 
- e Ganz-Hunslet, a Hungarian-British 






" venture in which the. owners of 


l rewarding, time. Mr Codd say 


. own Hungarian orig 


: on of rural poverty and so 
on. In another paper in the same report, Mr 
Alan Winters examines this claim. He con- 
cludes that farm policies rarely achieve these 
objectives. Anyway, he points out, there are 
more efficient ways to do so, such as income 
supplements for the rural poor. Indeed, agri- 
cultural-support policies may sometimes be 
detrimental to farmers' long-term interests. 
Where subsidies encourage more intensive 
farming, they can cause soil exhaustion and 
nitrate pollution. 

lt is hardly news that farming would 
contract in the EC and Japan if subsidies 
were eliminated. That the same would hap- 
pen in Canada, however, is a surprise. Be- 
cause Canada is a member of the Cairns 
group of 14 agricultural exporting countries 
(with Australia and New Zealand), which 
has called for the elimination of all farm pro- 
tection, foreign yokels had presumed it was. 
relatively free of subsidies. In fact Canad: 
itself a sinner, with big subsidies for daisy- - 
farming and grain. Its total PSE is almost as 
high as the EC's. If all protection were 
scrapped, Canada's farm output would fall 
17%. This embarrassing secret may explain 
why the Canadian government's "scrutiny" 
of the study was so painstaking that it de- 
layed publication for several months. 





* Economy-wide effects of agricultural polices in oec 
countries, OECD Economic Studies no.13 








that Ganz's books barely existed, there 
was hardly any control over finance or 
production, workers were unmotivated 
and management (used to meetings of 50 
people round a table) pushed plenty of pa- 
per but studiously avoided taking per- 
sonal responsibility for decisions. 

Mr Codd wants Ganz-Hunslet to be 
profitable next year. That won't be easy. 
The product has to be improved, fast, and 
new orders won. Only then will the cav- 
ernous, crumbling factory buzz again. 

The moral of this tale? First, whoever. 
runs Hungary's first non-communist gov- - 
ernment in 40 years had better accept the 
need for lots of western investment; few 
home-grown Hungarians could have at- 
tempted such a tough turnaround. Sec- 
ond, western companies which invest in 
joint ventures face a tough,. if havoc. 


| | | 

trol. When he took over, Mr Codd found | 
| 

| 
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night, weekends included. ; "Pethaps his 


































E b st German firms rush into East Germany 


The art of the blitz-deal - 


BONN 


With a series of lightning-quick agreements, West German companies hope 


to dominate Eastern Europe's most promising economy and start a second - 


economic miracle 


ESS than five months after the Berlin wall 
was breached, West German firms are 
scrambling into East Germany. Brushing 
aside possible legal, managerial and political 
problems, they are invading so quickly that 
optimists predict they will turn the decrepit 
industrial conglomerates of East Germany 
into the driving force of one of Europe's 
fastest-growing economies. 

Among those already in the stampede 
east are West Germany's leading car and 
truck makers, engineering groups, electrical 

18, utilities, retailers, hoteliers, banks and 

` yrers. In many cases, they are West Ger- 
man subsidiaries of American or European 
multinationals, who choose to invest 
through an acceptably German channel. 
More companies will be joining them. Polls 


show that over half of West Germany's busi- 


nesses are planning to invest on the other 
side of the rapidly disappearing border. - 

Is this rush to invest in East Germany 
premature? With its antiquated plant and 
machinery, poor infrastructure and chronic 
pollution, East Germany hardly looks an in- 
vestors' paradise. A tangle of legal and po- 
litical complications has yet to be unrav- 
elled. But bosses are calculating that East 
Germany’s well trained workers, equipped 
with modern machinery and professionally 
managed, will prove as productive as West 
German ones. With money in their pockets, 
they should also soon become avid and 
much-sought-after consumers. 

In addition, East Germany promises to 
be a springboard to other markets in fast- 
reforming Eastern Europe. By moving in 





quickly, mostly with letters of intent and mi- 
nority stakes in joint ventures which can be 
upgraded later, the West Germans aim to 
head off foreign competitors, especially the 
Japanese. | E 
Among the main deals announced by 
West German firms in East Germany are: 


e Vehicles. Volkswagen has agreed a joint. 
venture with East Germany's carmaker © 


aimed at producing some 250,000 cars an- 
nually by the mid-1990s. vw's investment 
could total DMS billion ($2.9 billion). Opel, 
a West German subsidiary of General Mo- 
tors, is involved in a similar deal to turn out 
150,000 cars annually. Daimler-Benz plans 
to invest "several billion D-marks" in a big 
truck project with East Germany's truck- 


making. Kombinat. These three deals to- 
gether mean that the West Germans (with 
GM) are already close to dominating the East 
German motor industry before non-Ger- 
mans get a look-in. 

e Engineering. AEG ( part of the Daimler 
group) has agreed with Preussag-Salzgitter 
to develop and sell railway wagons with the 
East German manufacturer, which is East- 
ern Europe's biggest producer. Mannes- 
mann has selected nine East German part- 
ners to co-operate in building a wide range 
of products, from industrial plant to mea- 
suring equipment. Thyssen is involved in 
three joint ventures and has 30 more under 
scrutiny. Krupp, Metallgesellschaft and 
Klóckner-Humboldt-Deutz have also all 
concluded recent deals. 


e Electricals. Standard Elektrik Lorenz 


| (SEL) is to modernise a big chunk of East 





electronics company which, lik 
Opel, is eager to ride the tide into th 
















hme 





Germany's hopelessly inade 
system. SEL is part of Alc 





German market via its West Germar 
iary. Siemens, West Germany's larges 
tronics company, has recently agree 








deals, among other things to develop 
German telecoms and electrical tools. - 
e Retail stores. Most of the large 
stores are moving into East Germany. 
sche Spar, one of West Germany's bi 
grocery chains, plans to open some 20 si 
markets in East Germany this year. Fk 








e Tourism. Steigenberger, 
German hotel group, plans ! 
luxury hotels in East Germany 
ones and about 30 three-star 
on expanding East Europea 
Lufthansa, West Germany's: biggest ai 
aims to buy 26% of Interflug, the East Ge 
man aitline. | E: 
e Banks. The West German "big three” al- 
ready have staff on the spot, though so far 
they can offer only advice to potential cli- 
ents because East Germany does not have a | 
commercial-banking system. That will soon - 
change. Dresdner. Bank, founded in Dres-- 
den in 1872 and now “coming home", aims. 
to have 35 fully fledged branches in the east - 
by the end of this year; Commerzbank aims 
for ten over the same period. Deutsche 
Bank, the biggest West German bank, may - 
have the most ambitious plans. There are 
unconfirmed reports that it may snap up. 
200 existing East German bank branches 
through a single deal with East Germany" 
domestic state bank; © 00 777 
@ Insurance. Allianz, Europe's largest in 
surer and based in Munich, has staged wha 
looks like the biggest coup. It has agreed te 
take 4996 of East Germany's monopoly in 
surer, with nearly 13,000 employees, 3 
part-time agents and 30m policies. Thes 
cost Allianz only DM1 billion, a price 
could look a bargain in a few year 
Few think Allianz will be happy with 
nority holding for long — . - 
With such a corporate stampede: 
the border, it is small wonder that. pol 
cians are bullish about East Germany 
nomic prospects. Bonn's centre-right 
tion government reckons that it 
the East German economy could 
economic miracle as.dazzling as West 
many's did in the Wirtschaftswune 
of the 1950s, when its economy gr 
nearly 1096 a year in real terms. = 
At least as optimistic is Mr -Elr 
Pieroth, a West German Christian Der 
crat who (unthinkable even a few mon 
ago) is economics ministet-designate it 
East German government now = be 
formed following the country’s elections 
March 18th. Pooh-poohing claims- 
there will be chronic unemployment: 
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Germany once market forces are allowed to 
rip, Mr Pieroth reckons that within a few 
years half a million small firms will have 
been created, generating 4m new jobs. He 
could be right. A newly founded Small Busi- 
ness Association in East Germany already 
has 20,000 members. Budding East German 
entrepreneurs are flooding West German 
banks and venture-capital firms with re- 
quests for capital and advice. 

What are the dangers? One is that the 
mass arrival of big West German groups may 
crush fledgling competitors in East Ger- 
many before they have had a chance to test 
their wings. The Allianz insurance purchase 
could be one such case, the spread of big 
West German retail chains another. The 
West German cartel office, a vigilant anti- 
trust watchdog west of the border, does not 
have jurisdiction in East Germany. It may 
gain powers in the east once economic and 
monetary union, as a prelude to full political 
union, has been achieved. That could come 
in just a few months, but by then the cartel 

may be faced with faits accomplis that 
are difficult to reverse. 

If companies are allowed to ride rough- 
shod over antitrust rules, East Germany's 
Wirtschaftswunder could lack one of West 
Germany’s greatest strengths. A big reason 
for the economic success of West Germany 
is that companies with fewer than 500 work- 
ers account for roughly half the country’s 
GDP, employ two-thirds of its workforce and 
produce most of its patents. A surfeit of 
mega-deals could mean East Germany 


merely exchanges its state monopolies for a 





The ties that bind 


BONN 
N managers from firms in the 
| two Germanies get together these 


| days, they often have history on their 
| minds as well as money. This is certainly 


| true of top executives at Carl Zeiss of 


| West Germany and Carl Zeiss Jena of East 
Germany, both makers of top-quality op- 
tical goods. 

| Zeiss began in Jena but split in 1945 
when American troops took more than 

| 100 Zeiss scientists with them while re- 

| turning from the Soviet zone of Germany. 

| Zeiss (west) became one of the Federal Re- 
public's model companies; Zeiss (east) the 
flagship of East Germany's centrally 
planned system, repeatedly singled out for 

| praise by Mr Erich Honecker, the former 

| communist leader. 

| For years the two firms battled one an- 
other in world markets and squabbled 

| over the use of the Carl Zeiss trademark. 


Now they are all smiles. There is talk of 
the good old days, of wide-ranging co-op- 


eration, even of possible corporate reuni- 
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handful of corporate behemoths. 


Another problem is the thousands of 
claims by former East German entrepre- 
neurs whose businesses were taken over by 
the communists, some as late as 1972. Paid a 
pittance in compensation, these people 
want their businesses back. use many 
small firms were swallowed by the big state- 
owned industrial combines, identifying 


which bits belonged to whom would be a le- 


gal nightmare. 

Officials in East Berlin reckon there 
could be more than 10,000 such cases, 
hardly an encouragement to West German 
investors (some with cross-border claims of 
their own) who might pour money into 
plant and property in East Germany only to 
face subsequent legal battles with former 
owners. Ministerial teams are working hard 
on the problem in Bonn and East Berlin, but 
so far have not found an answer. 





Foreign investment in Spain 


Don't forget us 


MADRID 


PANIARDS are worried that the rush 

into East Germany and other reforming 
East European countries will bring to an end 
their own country's foreign-investment 
boom. Large flows of foreign money into the 
car, food, and machinery industries have 
helped turn Spain into Europe's fastest- 
growing big economy. 





fication. Zeiss (west) has annual sales of 
DMI.3 billion ($760m), Zeiss (east) sales 
of Ostmarks 4.3 billion ($2.5 billion at of- 
ficial exchange rates, about $350m at 
black-market ones) Combined, they 
could represent a formidable challenge to 
much bigger Japanese rivals. 

of West Germany's leading ve- 
hicle manufacturers also feel they are go- 
ing back to their future. Mr Carl Hahn, 
the Volkswagen chief, was born in Chem- 


Thanks to investment over the years by 
Italy's Fiat, France's Renault, West Germa- 
ny's Volkswagen (vw) and America's Ford 
and General Motors (GM), Spain has blos- 
somed into Europe's fourth-largest car- 
maker. Now three of its biggest car investors 
(GM, vw and West Germany's Daimler Benz, 
which is trying to buy the state-owned Span- 
ish truckmaker, Enasa) have all announced 
production plans in East Germany. 

Last week vw's boss, Mr Carl Hahn, 
travelled to Spain to reassure a group of 
Spanish industrialists and bankers that vw 
plans to invest more, not less, in their coun- 
try. Few believed him. And his enthusiastic 
remarks about Eastern Europe were greeted 
with stony silence. 

Spaniards should be more confident. 
Their country still boasts huge advantages 
over any country in Eastern Europe: a stable 
currency, liberal and proven laws on the re- 
patriation of profit and capital, direct acc 
to the rest of the European Communit, . 
emerging single market and millions of in- 
creasingly affluent consumers. The bulk of 
foreign investment in Spain is in financial 
and business services; Gdansk credit unions 
are unlikely to be as tempting takeover tar- 
gets as Madrid insurance companies. West 
Germans, most likely to concentrate on 
Eastern Europe, are only the fifth-biggest of 
Spain's direct investors. 

Not all Spaniards fear the lure of the 
East. Freixenet, a Catalan "cava" maker and 
Campo Frio, a big meat-processor, are al- 
ready established in Russia. 





nitz (now Karl-Marx-Stadt). His father co- 
founded the Auto-Union car- company 
there in 1931 but later fled with his family 
to the West. Now Mr Hahn is revisiting 
his old haunts in Karl-Marx-Stadt (which 
soon may be called Chemnitz again) and 
striking deals to rejuvenate East Germa- 
ny's car industry. 

Another visitor to old haunts is Mr 
Edzard Reuter, chief executive of Daim- 
ler-Benz, West Germany's biggest com- 
pany. He spent part of his early life in 
what is now East Germany. His father, 
Ernst Reuter, was mayor of West Berlin 
when the communists vainly tried to 
throttle the city by cutting supply routes 
in 1948. When the West German govern- 
ment appealed to top West German exec- 
utives to show people in East Germany 
that a better life was on the way, Mr Reu- 
ter was one of the first to respond. Mr 
Reuter is not famous for sentimentality; 
he is also exploring wide-ranging deals 
with Japanese and American partners. But 
he does have strong personal reasons for 
doing business with the other part of Ger- 
many. Plenty of West German bosses feel 
the same way. 
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futures markets 


NEW YORK, CHICAGO AND WASHINGTON, DC 


FIERCE battle is about to begin over 
who should regulate America’s finan- 
. ciabfutures industry, which accounts for 
AS of the world’s futures trading. At issue 
is the cosy arrangement for Chicago’s fu- 
tures industry, where securities come under 
the Securities and Exchange Commission 
(sec) and futures under the Commodities 
and Futures Trading Commission (CFTC). 
. The push for reform is being led by a 
` man not usually associated with activist 
causes. He is the treasury secretary, Mr 
Nicholas Brady, a former chairman of Dil- 
lon, Read, a Wall Street investment bank. 
Mr Brady can also count on the support of 
*4« Richard Breeden, chairman of the SEC 
1 protégé of President George Bush, Mr 
Brady's boss and close friend. 
Mr Brady has worried about regulation 
— of financial markets ever since, as a senator, 
he was chairman of a task force studying the 
October 1987 stockmarket crash. It recom- 
“mended that the stockmarket and stock-in- 
dex futures should come under the same 
regulator, and that margin requirements 
. should be “harmonised” between related 
:' cash and futures markets. 
Now, armed with executive power, Mr 
Brady has returned to this theme. On 
.. March 15th he said that other countries ac- 
cepted the reality of "one market" by 
putting shares, options and futures under 
“one regulator, whereas America divided the 
regulation by reason of "historical acci- 
dent". Mr Brady outlined three possible 
ways of ending this: 
" € Merging the SEC and CFTC. Separate SEC 
and cFTC divisions could then be main- 
. tained within a new umbrella agency. 
9 sacred! all rum futures (eg, stock-in- 





! rady ys strike at Chi cago's 


dex futures, bond futures, currency futures) 
under the sec. The crre would be left to 
regulate physical commodities, such as food- 
stuffs, energy products and precious metals. 
e Shifting stack-index futures to the SEC, 
which would then become the only agency 
dealing with stockmarket matters. 

Any transfer of regulatory authority will 


require legislation by Congress. Since there 


are only 50-odd legislative days left this year, 
this will not be easy, especially as no bill has 
yet been drafted. A belated start was made 
on March 29th when the Senate banking 
committee heard evidence from Mr Brady, 
Mr Breeden, Mr Alan Greenspan (chairman 
of the Federal Reserve Board) and Mrs 
Wendy Gramm (chairwoman of the CFTC). 
If the sec does push (at Mr Brady's 
prodding) for more powers, its minimum de- 
mands will include authority to regulate and 
set margins for stock-index futures. The fu- 
tures industry will fight its corner even 
against these. The least effective opposition 
will come from the crre, whose charter has 
to be renewed by Congress this year. The 
CFTC has long looked too close to the indus- 


try it is meant to regulate, and Mrs Gramm 


is not a convincing defender of its role. 


The two Chicago futures exchanges, the . 


Board of Trade and Chicago Mercantile Ex- 
change, have more seasoned lobbyists in 
Washington, with powerful political sup- 
porters. They succeeded in averting moves 
to put them under SEC regulation following 
the October 1987 crash. Since then their 
reputation has been badly damaged by the 
revelation in early 1989 of a big FBL sting op- 
eration carried out in Chicago's trading pits. 
That has already led to 46 indictments 
(nearly all.of floor traders), several more are 





ble, while keeping within the constraints of 


sort of performance bond which 




















































Should those TA A sway the isst 
The Merc and the Board of Trac 
where financial futures account for 8096 and 
75% of business respectively, are putti 
forward two arguments beyond pure self-in- 
terest. First, they say that securities are very 
different creatures from futures, which th 
are. A shareholder owns a piece of equity. 
person who owns a stock-index future or 
Treasury-bond future owns nothing save ai 
obligation to pay up or receive payment at 
some future date. Chicago believes the SEC- 
neither fully appreciates this difference nat 
understands how futures work. : 
Their second argument is about t 
power to set margins. In the futures industry 
this is done by the exchanges themselves, 
changing the rules constantly to reflect f. 
moving markets. The more volatile the mar 
ket the higher the required margin. Futures 
exchanges say this is the best way of combin 
ing two conflicting goals—as low a margin as 
possible to make hedging as cheap às possi 


financial prudence. They have a veste 
terest in making the system work, since 
risk of loss posed by defaults is born b 
cago s clearing houses which. aremem 
the exchanges. Ux 

That may be why he Chicago 
has always avoided defaults, even in O 
ber 1987. In futures markets, margins 


to market daily. It has to be topped up 
day with new cash should the marg 
ion become inadequate. There are te 
problems with simply mandating the 
margin levels between futures and se 
however superficially appealing such a 
fix might seem. : 
Despite such questions, Chicos a 
toughest of battles on its hands. k 
nearly united opposition from the W 
House, the SEC, most of Wall Stree 
much of Congress. "Reform" is to be 
pected, if not this year then next. Wha 
Ms Mary Shapiro, a former eMe 

















try Association, who is now an SEC com- 
xissioner, has a foot in both camps. Once a 
porter of the CFTC's continued regula- 
on of all futures, she has changed her mind 
hd proposed a merger of both the sec and 
FTC into a new agency. Her views matter 
ecause Mr Breeden has put her in charge of 

'otiating jurisdictional questions with the 


-Ms Shapiro sees her proposal as a work- 
€ compromise. It recognises the need to 
ice inter-market activity: for example, 
t between shares and stock-index fu- 
es, which was the focus of so much of the 
dy report. It also acknowledges the big 
ifferences between securities and futures, 
| the need to regulate them separately as 
as possible. — ZEE 

Ms Shapiro wants the futures markets 
der her proposed merged agency to re- 
ain regulated under the Commodity Ex- 
hange Act, the law under which the crrc 
was set up in 1974. She is against simply 
putting stock-index futures under the SEC, 


and general counsel at 



















Banking in Holland 
Filling in the dykes 


ERGER mania in European banking is 
LV A. contagious. The first sign that it was 
catching came late last year when, on the 
fringe of the EC, a rash of Scandinavia's big- 
gest banks joined forces. On March 26th 
_ Algemene Bank Nederland (ABN) and Am- 
_sterdam-Rotterdam Bank (AMRO), two of 
Holland’s bigger banks, announced that 
they intended to link up. The merged bank 
would be Holland's largest, with over $180 
billion of assets. Europe's consumers could 
be the losers if this trend continues 
unchecked. 

^. Discussions between the two banks are 
said to have started only in mid-February, so 
etails of the planned merger have yet to be 
orked out. AMRO should be able to foresee 
me of the problems that may come up. It 
s been here before: it spent considerable 
: thrashing out the nitty-gritty of a cross- 
rder merger with Belgium’s Générale de 
inque, which was ultimately called off last 
ptember. — | : 

"If the merger goes ahead, it will create a 
Dutch banking behemoth that will be much 
e same size (when ranked by assets at the 
d of 1988) as West Germany's Deutsche 
nk. By the same measure, ABN-AMRO 
juld be the seventh-biggest bank in Eu- 
^ and rank 20th in the world. With 
ulation growing that Holland’s infa- 
is antitakeover barriers may be chal- 
ed 
rs, both banks clearly feel that size is 
vest defence against a bid. 

merger should also help.them to reap 













in the EC courts by disgruntled share- — 





ABN goes Dutch 

















































for two reasons. 

First, the SEC would be tempted to regu- 
late them as securities, which they are not. 
Second, the loss of power would leave the 


. CFTC “decimated”. She is also against regu- 


lators arbitrarily mandating futures margins. 
She would prefer to leave this to the ex- 
changes as far as possible, subject to federal 


some economies of scale. Last year, accord- 
ing to IBCA, a British bank-credit-rating 
agency, the two banks each made a return 
on assets before extraordinary items of 
0.41%, below that of their two big competi- 
tors, NMB Postbank (0.4396) and Rabobank 
(0.5496). Between them, ABN and AMRO now 
have 56,000 staff and 1,473 branches in 
Holland. The new combined bank would 
have plenty of scope for cost-cutting— 
unions and politicians permitting. 

The risk is that the merger of two dull 
medium-sized banks will do no more than 
create an even duller big one. At least the 
two make a reasonably good fit. ABN is 
strong internationally, especially in the rest 
of Europe, but also in America, where last 
year it paid $412m for Chicago-based Ex- 
change Bancorp. AMRO has expanded slowly 
abroad. One overlap that will need atten- 
tion is the banks' Dutch securities busi- 
nesses. As well as their large in-house trad- 
















the Federal Reserve. Ms Shapiro admits that 
she has not yet convinced Mr Breeden of 
this. He has advocated a 2096 margin for all 
futures, mandated by Congress. Chicago 
views this as a meat-axe assault, a view with 
which Ms Shapiro agrees. u "i 

By plumping for one of Mr Brady's op 
tions, namely a merger, Ms Shapiro is help- 
ing set the terms of the debate. From Wash- — 
ington, Mr Brady is calling for action, while 
Chicago frets that any merged agency would 
be dominated by the sec. Chicago wants de- 
fenders of the status quo to follow stalling 
tactics, as usual in Washington. 

. . 1f any bill is introduced, the lobbyists 
may muddy the issue by getting an amend- 
ment introduced to extend the SEC's regula- 
tory authority to include banks’ off-balance 
sheet exposures: items such as swaps and 
currency options. That would arouse fierce . 
opposition from the banks, and the deba 
about this would make it much tougher f... 
would-be reformers to push through any law 
this year. 


ing operations, ABN owns Bank Mees & 
Hope, and AMRO controls Pierson, Heldring 
& Pierson, another merchant bank. 

Then there is the thorny issue of who 
should head the bank. Neither Mr Roelof 
Nelissen nor Mr Robert Hazelhoff, the 
chairmen of AMRO and ABN respectively, 
cares to reveal his thoughts. One candidate 
could be Mr Onno Ruding, a former finance 
minister and an ex-AMRO executive. (He is 
vying with Mr Jacques Attali, President 
Mitterrand's adviser, for the top spot at the 
mooted East European development bank.) 

If the merger comes off, AMRO-ABN will 
dominate half of the Dutch banking market. 
Mr William Vincent, a bank-watcher at UBS 
Phillips & Drew, a London securities houe- 
reckons the main hope for NMB Postba 
and Rabobank is to pinch market share 
while their rivals are busy putting their 
house in order. Nevertheless, once the 
union has been forged, the chances are that 
competition in Holland will decline. If other 
large banks like Barclays and Lloyds in Brit- 
ain or Commerzbank and Dresdner in West 
Germany were to tie the knot, the same 
could happen across the Ec. 

That would be bad for customers: at 
least in the short-to-medium term, the price 
of financial services in the EC might rise 
rather than fall. Officialdom seems to care 
more about spawning national champions 
than competition: witness the speed with 
which the Dutch finance ministry and cen- 
tral bank gave their blessing to the AMRO- 
ABN proposal, and with which the European 
Commission decided not to intervene. Un- 
less that attitude changes, the rationale of 
the single EC market—to benefit consum- 
ers—will be lost in the merging. 
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The investment managers in our al portfolio poll are buying Eu- 


ropean shares, but "— bon 
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1as slumped, along with the Con- 
ve party's popularity; and interest 
‘and government-bond yields have 


ets, as fears of inflation have grown. De- 
E ite such turbulence, all the investment 
|| "managers polled by The Economist prefer 
. equities for the bulk of their holdings, just 
hey did in January. | 
One reason the managers like shares is 
t they distrust bonds. Only two of the 
firms polled, Capital House, part of the 
Royal Bank of Scotland, and Scudder Ste- 

















1 all the world's main financial mar- | 





managers’ TENTE interest in European 
stockmarkets. Only Capital House and 


o Daiwa Europe have Asian weightings 


higher than that suggested by MSCI. GAM 


also goes against the trend for Japan. This 
month it is increasing its Japanese 


weighting from 15% to 20%. Despite the 
market's fall, it reckons the yen's decline 
and the prospect of a market recovery in 
the near future make Japanese stocks at- 
tractive. In contrast, DB Capital has cut its 


: Japanese weighting from 3396 to 20%. It 
_ believes lapan's economic growth in 1990 
will slow abruptly and that interest rates 































Japanese equity holdings well below 
MSCI benchmark (though Japan's pror 
tion of that index has now fallen to belo 
35%). 
With Tokyo’ s fall in March, Amer 
will once again be the largest compon 
of the Msct index. Investment man: 
are generally optimistic about America 
equities. Only Capital House has redu 
holdings i in the United States, mainly t 
increase its pile of ready cash. Prospects 
for American equities could be eve 
brighter in the future, so goes a fashioi 
able argument, if the Tokyo market co 
tinues to fall, because. badly burnt Jap 
nese investors will seek out forei 
markets for higher returns than they : 
likely to get at home. E 
Qur pollsters remain Europhilei: he 
ever. The Economist has been publishin 
the portfolio poll in its present form for a 
year. Although the European equit 
weighting suggested by MSCI has grown 
only slightly, from 21% to 25%, in t 
past 12 months, almost all our managers 

















centage points, but it has kept the money 
as cash. London-based Global Asset Man- 


agement (GAM) has increased its cash 


d  Ametican equities. 
. Almost all the investment managers 
“emain bullish about European equities, 


vens & Clark, an American investment have further to rise. All managers have increased their holdings by much more. | 
outfit, have increased their bond hold- — ; | 
ings, and then only slightly. pp Capital The perfect portfolio? 
Management International, a subsidiary : m 
Contributors : 
d ht aei S Deutsche paral os O Neutral weighting —from Morgan Stanley Capital International World Index 
aiwa rope, part o Japan j ore € "A UBS Phillips & Drew-—UBS's London broking arm 
curities, have both made substantial cuts. B Global Asset Management—International investment manager 
DB Capital has reduced the shareofbonds c Capital House— Royal Bank of Scotland's investment-management arm- 
in its portfolio from 30% to 2096. The D DB Capital Management International—Deutsche Bank subsidiary 
money freed has been used to push equi- E Scudder Stevens & Clark-—New York investment counsellors 
ties up to 70% of its portfolio. Daiwa Eu- F Daiwa Europe—Japanese investment bank 
rope also cut its bond holdings by ten per- G Brown Brothers Harriman—Wall Street private bankers T db tos 
! H Wardley Investment Services-—Hongkong and Shanghai Bank's lund management arm 


e ismod by instrument, h A 
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holdings to 25%, expecting soon to buy a RN ec MMC ANC NC MAS E Hi 


© Equity holdings by area, % 0f A 
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giving them heavier weightings than those — AMERICA i E 7 a Erea 
suggested by the benchmark world index “United States 39 360 — 25 25 29 W0 320 4 
of Morgan Stani ey C ap ital International “Canada FETU HERUNE STUNT PRESE ENT 72 T E VRAC NEC C NE CC T did 
(usc). Only Daiwa Europe’ $ weighting i is "EU ROPE. srenenceseecustnsénenonennrnuantesvenere fe M PEE EA TE EEE V IUE oe p ION vite EUNDI S 
lower than MSCI's; the firm believes that “Britain ^ 39 100 5 102 4 ^ 98 75 ^6 
Britain is the only European market not “West Germany aaa LE CAN MCCC MUNDI CT MNT 


Although the managers are still dis- 
posed towards Europe, they have shifted 


ET — DEPT AVV Aa ms Oye eem EA Lana S E a AH 
Switzerland - 19 2.0 
Italy 17 55 : 


their weightings. DB Capital, inspired by — 1773 c eee ae We uu NETS 2^ 
unification, has increased its weighting i in “Scandinavia a QE T — neta ME pubs HP 2 à KT! UU 2 
Wes German e uities b five rcenta e te or Nd vM a EN cMEE REGENS ae OE PAE IEE oP niga eii "—' 


. | points, to 15% of the total portfolio. 
~ | Scudder Stevens & Clark and Wardley 
| Investment Services, based in Hongkong, 
have also increased their German stakes, 
though by less. UBs Phillips & Drew, an 
Anglo-Swiss investment manager, has re- 


duced its West German, Swiss and Dutch 


weightings, i in favour of British and Italian 


equities, which it feels offer better value. 


Asia has suffered from the portfolio | 


“FAR EAST - 


Japn ^0. a 


Australia 44 1.0 2. 
| Singapore - 70i 1.0 
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* The contribution from Scudder Stevens & Clark was compiled by a department that deals only with 
non-American investment. For the sake of comparability, a 3096. stake in American equities has been assumed. 





t Weightings by market capitalisation. 





A.X rena a em AEN TON AETE SEXES em e POL IPA UH EAE HE A REPRE KES S PAR MRA VERA ECHA a phan I Ea i hiro reer eel ITE EIN Aane Vo FORE E 

























































IG banks usually imagine that the grass 
AJ is greener overseas. In the past decade 
many have discovered that this is not so: but 
ot Canadian banks. Admittedly, they are 
in a particular bind. They dominate their 
domestic market (they own almost 90% of 
Canada’s banking assets) and their previous 
efforts at overseas expansion (international 
lending and merchant and investment 
yanking in London, for example) have 
proved to be expensive disasters. | 
The Canadian banks' new target is the 
nited States. They think they will have an 
ge over other foreigners there because 
they are close neighbours; because of their 
knowledge of retail banking gained through 
vast branch networks in Canada; and be- 
cause of the base most have already built 
south of the 49th parallel. 
= The. Canadian banks.may be able to 
beat most foreigners in the United States 
"(some of whom, such as Britain's Lloyds 
- Bank, have already retreated), but they may 
well find the domestic super-regional and 


paar 








OLICYMAKERS have a tough task 

trying to steer monetary policy. Some 
of the old monetary compasses—various 
measures of money—have long been giv- 
ing misleading readings, thanks to finan- 
cial deregulation and innovation. Some 
monetary managers, including America’s 
Fed, have been paying closer attention to 
the exchange rate, bond markets and 
commodity prices. These reflect inflation- 
ary expectations, and have the advantage 
of being quick and easy to measure when 
changes occur. 

Following the same scent, Midland 
. Montagu, a London merchant bank, has 
- devised a novel indicator of the tightness 
. of monetary policy in different countries. 
It is based on the notion that a certain per- 
- centage rise in an exchange rate implies 
. thesame monetary tightening (in terms of 
. its economic impact) as a one-percentage- 
point rise in interest rates. The exact size 
of this trade-off will vary between econo- 
mies according to how open they are to 
international trade, and how sensitive the 
economy is to interest-rate changes. Im- 
ports are only about 1096 of GNP in Amer- 
ica and Japan. West Germany and Britain 
have imports of around 25% of GNP, 
which means that a fall in the exchange 
rate will have a bigger inflationary impact. 
.. Midland Montagu's economists sug- 


| 
| 








oyal Bank reaches for the sky 


Monetary smoke signals 


gest two rules of thumb: they think that a 
one-percentage-point rise in three-month 
money-market rates has the same effect as 
a 10% rise in the trade-weighted exchange 
rate in America and Japan, but is equiva- 
lent to a 4% rise in the exchange rate in 
West Germany and Britain. 

. The indicator in the chart is calculated 
as the percentage-point change in interest 
rates since the beginning of 1988, plus the 
percentage rise in the exchange rate di- 


United States 


Britain 








. money-centre banks too strong for them. 








The Japanese banks’ beach-head in Califor- 
nia, America’s most lucrative regional bank- 
ing market, also looks better than anything 
the Canadians have. | 

Nevertheless, the Canadian banks are 
heading south. Two of the biggest three, 
Royal Bank of Canada and Bank of Mon- 
treal, already have large parts of their bal- 
ance sheets across the border. More than 
one-third of Royal's total loans are to Amer- 
ican borrowers; Bank of Montreal's Ameri- 
can assets account for more than one-quar- 
ter of the bank's total assets. Both banks 
want to increase their presence in the 
United States. Royal is hoping to buy a size- 
able retail bank. Bank of Montreal intends, 
over time, to boost the contribution of its 
American businesses to half its total earn- 
ings, up from about a quarter last year. 

The smaller banks too are getting ints 
the market. Last month the bank with h 
American business, Canadian Impera 
Bank of Commerce, bought $1 billion of the 
ailing Bank of New England’s loans to the 
communications industry, thus increasing 
its American business by 10%. 

The Canadians claim to have a solid 
presence in the United States. With ten of- 
fices there, Royal claims (obscurely) to trade 





vided by the relevant factor (ie, ten in 
America). A rise in the index implies 
tighter monetary policy. The chart con- 
firms that policy has been tightened more 
in West Germany and Britain than in 
America and Japan—in West Germany's 
case by the equivalent of a five percentage- 
point rise in interest rates since January 
1988. (The indicator is best used as a 
guide to changes over time, rather than to 
the absolute stance of policy, as the base 
period is arbitrary.) 

To take a longer-term view the indi 
cator has been reworked in terms of real 
interest rates and real exchange rates 
since 1982. The results are the same: mon- 
etary policy has been far tighter in Europe 
than in America or Japan. One surprise is 
a slight easing in Britain recently. AL 
though Britain's interest rates have risen 
by 2% points since December 1988, the 
indicator suggests that British monetary 
policy has become slightly more relaxed, 
because of an 1196 fall in sterling. : 

Japan, though, has had no significant 
tightening at any stage in the past couple 
of years. It has even eased a touch in the 
past month or so despite a rise in its dis- 
count rate, because of the slump in the 
yen. The indicator also suggests Japan 
should stop nagging America to cut its in- 
terest rates. Ámerica's policy is looking 
decidedly relaxed, with the indicator 
about five percentage points lower than in 


the early 1980s. p 






more foreign currency in America than any 
other foreign bank. Toronto-Dominion, the 
fifth-biggest but most profitable of the Ca- 
nadian banks, is the leading lender to Amer- 
ica's cable-television industry. Bank of Mon- 
treal's American presence is more tangible: 
it bought Chicago's third-biggest bank, Har- 
ris Bankcorp, in 1984. Best known for its 
trust and foreign-exchange business, Harris 
also owns 11 small but profitable commu- 
nity banks around Chicago. 

Already Canadian banks have found 
that their drive south can bring problems at 
home. Last month Moody's, a New York 
rating agency, cut the Bank of Nova Scotia's 
credit rating, because of its lending to Amer- 
ican leveraged buy-outs and property. The 
bank posted the lowest return on assets (72 
cents per C$100 of assets) among Canada's 
big-six banks in the three months to January 
11«t, In contrast, Toronto-Dominion had a 

irn of C$1.05 per C$100. 

Canadian banks might do better to stay 
at home and buy Bank of Nova Scotia. Be- 
sides being a financial laggard, it is also con- 
sidered to be poorly managed and secretive. 
Merrill Lynch Canada's bank analyst, Mr 
Terry Shaunessy, calls it, "the last of the 
bank autocracies". It was not one of those 
that lent to Dome Petroleum, which became 
an incubus on Canadian banks' balance 
sheets for most of the 1980s, but it has stag- 
nated since then under the rule of Mr 
Cedric Ritchie, chairman for the past 12 
years. In an effort to ginger up the bank, Mr 
Ritchie added Mr Red Wilson, a former 
chairman of the Canadian subsidiary of 
Tate & Lyle, a British sugar company, to the 
bank's vice-chairmen last year. Mr Wilson 
should provide competition for Mr Ritchie's 
heir-apparent, Mr Peter Godsoe, another 
vice-chairman, when Mr Ritchie retires in 
three years’ time. 

Merging any other bank with Bank of 

a Scotia would spark a huge row, but 
would be sensible. Between them, Canadian 
banks have 7,100 branches, many of them 
on the same street corners and in the same 
shopping malls. They are an expensive fixed 
cost which could be cut by closing branches 
following a merger. Four or five banks could 
provide as much competition for consumers 
as six, especially as other financial institu- 
tions, notably insurers and trust companies, 
are now competing in businesses that the 
banks used to have to themselves. The two 
biggest trusts, Canada Trust and Royal 
Trust, already offer almost every service that 
a bank does. 

The real problem with a merger is that, 
like most banks, Canadian banks are too 
feebly managed to force through a merger 
against political lobbies and then unlock the 
cost-savings from rationalising the merged 
bank’s domestic networks. It is far easier for 
them to hurl shareholders’ money into a 
search for a niche south of the border. 
eee eee 
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Property in Madrid 


On the boil 


HE weather is not the only thing that is 

unseasonably warm in Madrid these 
days: the Spanish capital's property market 
is hot—and getting hotter. Since the prop- 
erty business was deregulated in 1985, it has 
been easier to evict tenants and to conduct 
regular rent reviews. Rents for prime com- 
mercial properties have risen by about 


Pumping Trump 


MELL a rat if the next gaming-indus- 

try analyst at Janney Montgomery 
Scott says that Mr Donald Trump is a 
brilliant businessman whose Taj Mahal 
casino will make pots of money. The 
Philadelphia brokerage house has just 
sacked Mr Marvin Roffman, a respected 
analyst who angered Mr Trump by say- 
ing the opposite. 

According to Mr Roffman, Mr 


Independent witness 


FINANCE 





12096 in peseta terms over the past three 
years. Property folk riding the boom are ask- 
ing themselves whether it can last? The an- 
swer: probably not. 

Office rents in Madrid have overtaken 
those in Frankfurt and are moving towards 
Paris levels. There are several reasons. First, 
there are so few decent offices about. Plan- 
ning restrictions in the city centre and a 
fuzzy tax regime have deterred developers. 
As a result, rents rose from a yearly $20 a 
square foot in 1986 to $56 at the end of Feb- 
ruary. Demand has risen dramatically from 


Trump threatened to sue the firm over 
sceptical comments he made to the Wall 
Street Journal on the viability of this 
1,250 room hotel-casino, which is due to 
open in Atlantic City, New Jersey, on 
April 2nd. Threatened by Janney Mont- 
gomery Scott with the sack, Mr Roffman 
wrote a grovelling letter of apology to Mr 
Trump. The next day he retracted it and 
was dismissed—according to the firm, 
for often breaking its rules against 
unauthorised press interviews. 

Analysts can recall nothing like this 
since the late unlamented Roy Cohn, a 
lawyer with powerful friends in high and 
low places, used to intimidate brokerage 
firms that issued negative reports on his 
clients. Mr Alfred Morley, president of 
the Association for Investment Manage- 
ment and Research, said that the real is- 
sue was the way Janney Montgomery 
Scott had reacted to outside pressure. 

Would Mr Roffman, an analyst with 
the firm for 16 years, say something that 
was not based on serious research? Or, as 
another share analyst asked, “If Marvin 
was a turkey, how come it took his firm 
16 years to find out?" 
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in the EC), and from foreign multinationals, 








pared with, say, 10% in 
A black market in property deals is 
iiving. Office buildings have beco 





here to invest undeclared earnings out of 
t of the taxman. To ensure that much of 
cash being salted away stays hidden, the 
shed prices at which properties are sold 
ften well below the real prices. 





Ye Paseo de la Castellana, Madrid's main 
ffice area, and buildings close by. Skandia, 


Swedish insurance company, paid Ptas 80 


America’s cautious credit unions 


- A surance Corporation (FoC), Mr William 
_ Seidman, is usually hailed as a canny politi- 
- cian able to please warring factions simulta- 
. neously, Lately his twist-and-turn skills have 
backfired. Mr Seidman has incurred the 
wrath of America’s 15,700 credit unions. 
"These are non-profit co-operative banks 
_ whose purpose is to safeguard the nest-eggs 
of their member depositors rather than to 
‘Maximise returns for shareholders. 


ference organised by the American Bankers 
: Association (ABA) that credit unions were 
-growing too fast and that they were showing 
"many of the symptoms that savings and loan 
ánstitutions did before their crisis occurred. 


come a: 
vourite with Spaniards looking for some- 


oreign investors are mostly interested - 





Mr Seidman's offence was to tell a con- 

















nearly 200,000 square feet. Japanese trading 
firms like C. Itoh have been sniffing around. 
So far, they have restricted their invest- 
ments to joint ventures. - | 

As property men will do anywhere, the 


- fraternity likes to talk up the Madrid mar- 


ket. But there are signs that rental growth is 
slowing as some big companies move to 
cheaper premises on the edge of the city. 
Jones Lang Wootton, a British. firm of sur- 
veyors, predicts that rents may soon be ris- 
ing at a still respectable 1096 a year instead 
of the present 2096. Providing both develop- 
ers and investors take heed of these 
warnings, Madrid should avoid the excesses 
that have brought a touch of sunstroke to 
the London property market. 






















Battling with the banks 


Credit unions are upset —not least because 
Mr Seidman praised their community role 
in a recent speech to a conference organised 
by the Credit Union National Association. 
Credit unions are unhappy also because 
Mr Seidman seemed to be siding with the 


ABA in a campaign to end their tax-exempt 


status: they do not pay federal income tax, 


because they are non-profit organisations. 
Bankers (mainly those running small com- 
munity banks) call this unfair competition. 
The ABA wants credit unions regulated 
like banks. It hopes that the anticipated re- 
form of deposit insurance and other pend- 


ing regulatory changes will provide the- 


opportunity to change the legal status of 
credit unions. The banks claim to have lost 
business to credit unions in consumer lend- 
ing. That is poppycock. Credit unions' 
share of consumer credit fell from 1696 in 
1980 to 1396 last year, partly because they 
do not do much marketing, relying more on 
word of mouth to get new business. 

Most credit unions were set up during 
the 1930s to serve the banking needs of the 


Working poor, and are tiny. To join a credit 





~~ billion ($670m) for four properties last year. 
< Rodamco, a Dutch fund-management firm, 
how owns four buildings in Madrid totalling 


































| member must belong to a specific 
group—usually defined by employment at a 
firm or government agency, though increas- 
ingly by residence. Each member gets one 
vote regardless of the amount deposited. 

Credit unions’ assets were $203 billion 
at the end of 1989, and their member-depos- 
its $185 billion (compared with bank depos- 
its of $2.5 trillion). Credit unions’ equity-to- 
assets ratio (net of loan losses) was 7.4% at 
the end of 1989, compared with 6.6% for 
banks. Credit unions make loans only to 
their depositor-members. As a result, their 
lending comprises mainly home mortgages, 
car loans and small personal overdrafts. 

America's biggest credit union, Navy 
Federal, has $4 billion in assets and 1m 
members. Its average current account con- 
tains $1,000. Its average deposit account has 
$1,400 (and half such accounts have less 
than $1,000). Of its consumer loans, 45% 
are for less than $2,000. Navy Federal's: 
loan rate is a microscopic 0.3%. 

These are not the sort of numbers from 
which the thrifts debacle was spawned. 
Since there are neither shareholders to 
please nor share or option incentives for se- 
nior management to benefit from, there is 
little incentive for those running credit 
unions to bet the ranch on risky assets, such 
as construction loans, finance for leveraged 
buy-outs or junk-bond speculation. 

Likewise, the credit unions’ own de- 
posit-insurance system is much sounder 
than the banks’ FDiC, presided over by Mr 


. Seidman. The National Credit Union Share 


Insurance Fund had $1.25 for every $100 of 
insured savings as at June 30 1989, com- 
pared with the FDiC's 79 cents per $100 for 
the banks. The loss record also is better. Be- 
tween 1984 and 1989 the credit unions' in- 
surance fund lost an average of 34 cents an- 
nually for each $1,000 of insured savings, 
compared with $2 lost by the epic. 
Rather than seeking to have ci 


-unions brought under the FDIC, banks 


should look upon the credit union's deposit- 
insurance system as a possible model for 
themselves. Each credit union has to place 
196 of its insured deposits with the insur- 
ance fund. If all this money is used up, the 
credit unions have to replenish it from their 
own resources. This means there is no call 
on the taxpayer until credit unions have 
used up all their capital, a discipline which 
makes credit unions wary of risk. Contrast 
this with the "moral hazard" posed by de- 
posit insurance FDIC-style. 








Scrip slip | | 
In our piece on the Hongkong and Shanghai Bank - 
last week, we compared the £4.75 a share paid by 
the bank for its 14.996 stake in Midland Bank with a 
current price of £3.43. In fact, after adjusting for a 
two-for-five.scrip issue, the £4.75 falls to £3.39 a | 
share. Sorry, |. | | 
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SCIENCE AND TECHNOLOGY 


Blooming luck 


ARELY can the flowering of a plant 
have been so welcome. But bamboo is 
no ordinary plant. When Indian scientists 
managed to make it produce seeds within a 
relatively hasty three months, they took the 
first and most difficult step towards bringing 
it—at last—within the purview of breeders 
i biotechnologists. They do not quite 
auw how they achieved it. Bamboo usually 
takes at least 30 years to flower, and so has a 
habit of outliving the scientists who try to 
develop improved strains of it. Until now, 
their work had seemed impossible. 

Bamboo is a vital crop in Asia. It is an 
unparallelled source of timber, animal fod- 
der and fibre (from which paper 
can be made). Bamboo hay con- 
tains four times the protein of 
other fodder grasses, so giant pan- 
das know what they are doing as 
they laboriously chew their way 
through it. The reedy foliage can 
be woven into baskets; and the 
canes are a strong, light and rot- 
resistant building material for 
houses, furniture and a myriad of 
household goods. Even the tower- 
ing glass and concrete skyscrapers 
of Hongkong are built around 
kamboo scaffolding. The plant 

s its strength to the fact that 
its hollow stems are made partly of 
silica and partly of wood. 

It is something of a record- 
breaker among plants. Although 
it is one of the fastest-growing—it 
can shoot up at 4cm an hour—it 
has the longest generation time in 
the plant kingdom. Some species 
(there are over 500) can take up to 
120 years to reproduce. The re- 
markable grass flowers only once 
in its lifetime, after a vegetative pe- 
riod of 12 years or more. 

Most of the economically im- 
portant species, the big bamboos 
of the tropics, which can reach a 
lofty 40 metres in height with 
stems 30cm in diameter, flower 
once every 30 years. The plants 
also reproduce asexually, sending 
out underground rhizomes from 
which new plants grow, but it has 
been impossible to hybridise or se- 


THE ECONOMIST MARCH 31 1990 


- 


pale = TNT ox 4 =. 
' TU ren ~*~ Y 


i ^, ' 


lectively to breed new strains. Plant breeders 
simply cannot wait 30, 60 or 120 years be- 
tween generations. 

Bamboo is also unusual in the way it ap- 
pears to have an internal clock. This clock 
seems to dictate when whole generations of 
plants will flower, even if they are burnt or 
savagely cut back. (There are unverified 
tales of bamboos that have been trans- 
planted to gardens across Europe flowering 
at exactly the same time as their relatives in 
the forests of India and China.) Whole areas 
of bamboo forest, from the smallest shoots 
to the tallest stems, flower, set seed and then 
die ‘together. The abundant seeds form 





Chewing over the future 
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knee-deep carpets on the forest floor, where 
hordes of rats and other animals gorge 
themselves among the rotting clumps of 
bamboo. This habit of gregarious flowering 
may have developed as a means of escaping 
from predators. By waiting many years to 
flower, a generation of plants outlives the 
swollen ranks of predators that accompany a 
glut of seeds. 

Until now, no external stimulus had 
managed to interfere with the clock. But 
writing in last week’s issue of Nature, scien- 
tists from the National Chemical Labora- 
tory in Pune, India, reported that they had 
managed the trick with two species, 
Bambusa arundinacea and Dendrocalamus 
brandisii. Dr Ranjani Nadgauda and her col- 
leagues took tiny cuttings from bamboo 
seedlings and grew them in a special nutri- 
ent containing cytokinin (a type of hor- 
mone) and coconut milk, among other 
things. It is not clear why this cocktail pro- 
motes early flowering. 

Cytokinin plays a big role in 
controlling plant development: it 
is known to accelerate flowering in 
other crops, such as date palm and 
mustard. Coconut milk seems to 
enhance the effect of cytokinin. 


But not much else is known. The 


flowering varieties seem to be via- 
ble. The researchers now hope to 
improve the technique further to 
discover the best conditions for 
promoting early flowering. 
Speeding up the bamboo 
clock opens up several possibil- 
ities. Breeders should be able se- 


and disease-resistant strains. 

biotechnologists should be able to 
create strains of bamboo with fine- 
tuned characteristics. Some bam- 
boos are very large, some are par- 
ticularly strong, whereas others 
are hollow all the way down. 
There is even one bamboo with a 
square cross-section (Bambusa 


produce a useful material for engi- 
neering. There will be plenty of 
characteristics to play with. The 
foliage of bamboo varies greatly, 
from thin, hair-like strands to flag- 
sized sheets 4.5 metres long and 
nearly half a metre wide. 

The ability to manipulate the 
flowering time of bamboo also 
means that, for the first time, it 
will be possible to produce a regu- 
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lectively to produce more vigorous — 





seeds from Dr Nadgauda’s early- _ | 


E. 


angulata). Cross that with a large- E 
diameter bamboo and it could — 
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ly of bamboc E i turr 
ould help the speedy regeneration of vast 
areas of forest that have become denuded 
because of bamboo's peculiar life-cycle, or 
because of man's encroachments. That 
should be good news for the giant panda, 
Which is threatened by extinction as its bam- 
boo forests disappear. 
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Electronic classrooms 
Mr Silicon Chips 


ONG familiar to readers of science fiction 
and technology hype-reporting, the 
electronic classroom has for the past two 
-. years been a reality to students at the Uni- 
versity of London. It is, unsurprisingly, 
rather more mundane than the fantasy sug- 
gests. Indeed, it has so far turned out to be 
almost exactly like the classrooms in which 
generations have learnt and dozed—except 
_ that the students arguing over Jane Austen 
. may be 20 miles apart. But there may yet be 
| a-couple of tricks to come from science 
fiction. 
< The University of London is in many 
“ways a perfect test-bed for the electronic 
classroom. It is composed of 14 colleges, 
scattered across London and surrounding 
counties, Each college sets the curricula for 
its own degree courses, and teaches them 
largely with its own faculty. The university's 
experiment in electronic learning, an ad- 
-vanced video-conferencing network called 
— UVENET, helps the colleges tc eat their cake 
and have it too: they can enjoy the benefits 
of membership in the university and retain 
their independence. 
Given its potential consequences, LIVE. 
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in turn — NET is a relatively : 
oped jointly with British Telecom which 





elatively cheap experiment. Devel- 


hopes thereby to learn a saleable trick or 
tWo—LIVE-NET cost about £Im ($1.6m) to 
set up, and £60,000 a year to run. It has so 
far been taken up most enthusiastically by 
those lecturers and members of university 
committees who would otherwise have had 
to spend long hours shuffling between one 
college and another. 

LIVENET’s developers have concen- 
trated on making the technology simple and 
unobtrusive. Though many video-confer- 
encing systems require special studios, LIVE- 
NET's cameras and monitors can be set up 
along the wall of a normal classroom. Profes- 
sors teach a roomful of live students, but 
other roomfuls can listen in. Fibre-optic 
links with a capacity equal to about 30 con- 
ventional telephone lines carry signals be- 
tween seven sites in London and the sub- 
urbs. Each classroom both sees and hears all 
the others. mE 

Clever central switching allows, say, two 
sites to participate in a faculty meeting while 
the other five are linked into a class on meta- 
morphic rocks. But the screens can also 
carry things which are hard to display in a 
standard classroom. By twiddling a joystick, 
a geology professor can call on an overhead 
camera to show a rock sitting on his desk. 
Computer-science professors can put a com- 
puter screen onto the televisions. 

With such basic technology working, 
LIVENET s developers are ready to go fur- 
ther. One idea is to link with other Euro- 
pean universities via the Olympus telecom- 
munications satellite. Another programme 
is looking at electronically linking class- 
rooms in America and London. A third idea 


is to use LIVE-NET's computer links to deliver - 





pictures of things that can be seen nowhere 








































visualisation. Many of today's students have 
already watched computer«reated simula- 
tions of what a rotating four-dimensional 
cube might look like, or of how molecules 
interact in chemical reactions. Electronic 
links to the expensive computers which per- 
form such tricks—such as the links offered 
by LIVE-NET—might let tomorrow’s students 
manipulate those simulations instead of just 
gawping at them from afar. 





The anatomy of oceans 


Ears across 
the water 


TATURE shows little respect for aca- 

N demic disciplines. Meteorologists try- 
ing to understand how the atmosphere 
works need to look to their colleagues in 
oceanography in order to understand how 
the sea affects the air, and vice versa. Be- 
cause the oceans retain heat for years, 
can also be made to provide a record of for- 
mer climes. But not all disciplines make 
equal progress. Over the past 40 years mete- 
orologists have learned far more about the 
atmosphere than oceanographers have 
learnt about their quarry, —— 

One reason for this is money. The 1990 
budget for America’s National Weather Ser- 


' vice, for example, is around $360m—four 


times that of the National Ocean Service. 
And studying the sea is rarely cheap. The 
oceanographers' most-sampled regions are 
looked at less frequently than the meteorol- 
ogists’ least-covered areas of the globe. This 
may change as a cheap and powerful tech- 
nique for studying the ocean comes out of 
the realm of pure theory and starts to do real 
experiments. It is called Ocean Acoustic To- 
mography (OAT), and it studies the sea by 


- listening to it. 


The idea was first thought up in 1977 by 
Dr Carl Wunsch at the Massachusetts Insti- 
tute of Technology and Dr Walter Munk at 
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 givenfantasticchancesofwinningbigin l . 
the 87th Süddeutsche Klassenlotterie. —. | 


With the largest amount of prize capital ~ i. e. 
450,652,000 DM, the Süddeutsche Klassen- 
lotterie gives away the biggest top prizes com- 
pared with any other German lottery. The SKL is 
Sponsored by the Federal States of Baden-Würt- 
temberg, Bavaria, Hesse and the Rhineland- 
Palatinate and is controlled by an official board 
of directors in Munich/Bavaria. - 


Our super offer gives you during the 26 


draws 2 CHANCES OF WINNING 4 MIL- 


IN DM, 2 CHANCES OF WINNING 


* — ILLIONDM,2CHANCESOF WINNING | 
2MILLION DM, 18 CHANCES OF WIN- 
NING 1 MILLION DM, 10x 500,000 DM, - 


12x 250,000 DM, 22x 100,000 DM and 
478,789 prizes ranging up to 80,000 DM. 


HOW THE LOTTERY WORKS 


The 87th Süddeutsche Klassenlotterie extends 
over a six month period — from May 19th, 1990 to 
November. 10th, 1990. It is divided into six clas- 
ses. The 1st to 5th class have a total of 20 draws 
~i, €. 4 draws per class — and 6 in the 6th class. 
This means a draw every Saturday for six excit- 
ing months! The draws are held in public and are 
state controlled, which assures that all prizes are 
given to the rightful winners. The basis of the 
lottery is the Prize Schedule, which shows all the 
prizes and dates of the draws. 


WHAT THE ODDS ARE 


With a total of 1,000,000 ticket numbers issued 
and an outstanding offer of 478,857 prizes, near- 
ly every second number is lucky ~ t. e. exacily 
47.895. However by participating with a Spe- 
- cial-Six-Pack you can boost your chances of 
“ning at least one prize by 98 % and of win- 
jfurther prizes by 87 %. Value and number of 
prizes increase with each class. The percentage 
of stakes given away as prizes in the SKL is 
higher than in any other German lottery. 


ANYONE CAN PLAY 


The Süddeutsche Klassenlotterie is open to any- 
one of any citizenship in any land. Should you 
move to another country, you can still continue to 
play wherever you live providing there is a postal 
service. 


Tickets are available ín full, half or smaller 
shares. They all take part in the draws and have 
equal winning chances. Of course only fuil tick- 
ets will get 100 % of the prize money, whereas 
the smaller shares, which cost their respective 
stake price, are only entitled to their correspond- 
ing portion of the prize money. 


To enter simply FAX to West Germany 
5221 4214 or send the completed Ticket Order 
inserting your credit card number and signature. 
‘Otherwise send the Ticket Order together with 
your payment i. e. international bank draft (made 
outin German Marks payable through a German 
bank), personal cheque or bank money order in 
either Dollars or Sterling at current exchange 
rates. You will then be sent additional informa- 
tion and lottery tickets. 
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26 x 80.0! 


WHAT HAPPENS WHEN YOUWIN ENTER THE SUDDEUTSCHE 
All winners are notified immediately and coni- ^ KLASSENLOTTERIE TODAY 

so that you can take part in all 26 draws. The first 
craw will be held on May 19th, 1990. 


Mr.W.Wessel | 


once in full and free from German taxes. | 
We can make payment in any currency you 
choose and to any address or person you desire. 
Everything is strictly confidential. | | 
Participants will be air-mailed every four weeks 
the official winning lists along with the renewal - 
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.... Quarter Tickets 
.. SPECIAL SIX (S Tickets) at DM 1,296 
(= 98% chances) 
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usually free of charge. IE you pay by bank transfer. persona: cheque. credit card or in foreign curtencies: you must add. 
charges. You can only be credited withthe DM equivalent received. Ail cheques should be made payabl 
il not meluded. payments shouid be received here before 19.5.1990. Should you order later enclose your dalt wih ord 


Mail the &ickets to: Mc T1 Mrs. CI Miss T] Messrs. 


 SIREET AND NUMBER: -~-i une "— 237 E 
CITY, COUNTRY, POSTAL CODE: 


Charge the required 
amount to my 


Card Holder: eese ereere 
; VALID ONLY WHERE LEGAL 
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oundings. QA | 
.. Instruments that can both transmit and 
eceive sounds are set up on the edges of a- 
ody of water—say, the North Atlantic—at 
depth of around 1,000 metres. Each of 
hese transceivers sends out its own signals 
ind listens to those sent out by all the oth- 
; so that the ocean is criss-crossed by lines 
sound. Because the speed cf sound in the 
i—on average, 1.5 kms a second, five 
Yes its speed in air—depends on the con- 
litions in the surrounding water, the signals 
ll move at slightly different speeds. The dif- 
ce in the speed of two signals reaching 
ng.post thus reveals something of 
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! A SCIENTIFIC discoveries go, cold 

. fusion has been a disappointment, to 
say the least. At its birth a year ago it 
caught the popular scientific imagination: 


. and the greenhouse effect combined. 

_ Since then, however, much of the enthusi- 

. asm has been swept aside by scepticism; 
much ofit, but not quite all. There are still 
scientists dotted all over the world who 
are as convinced as ever that there really is 
something to it. 

Dr Stanley Pons and Dr Martin 
Fleischmann, who unveiled cold fusion to 
|a press conference at Utah University, 
. stand by their claims to have found a sim- 
ple way of fusing atomic nuclei at room 
„temperature and thus producing energy. 
: The fact that many laboratories failed to 
reproduce their results, coupled with the 
almost unanimous verdict of established 
physicists that the effect was impossible, 
puts them in a small minority. In order to 
prove that fusion does go on, today's 
fusioneers need to be able to produce fu- 
¿sión at will, show that: it gives off sub- 
tomic particles as well as heat, and show 
hat the greater the heat, the greater the 
ow of particles. 











t Pons and Dr Fleischmann. They in- 
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ate "fast" for sound and 


. rents can be inferred. 


Although the ocean is a. — 
 murky place, a good ear can hear noises 
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; Still crazy, after a year? 


for a month or so it was front-page news, 
more talked-about than Stephen Hawking - 


coming from apparatuses like that used by — 


clude Dr Milton Wadsworth at the Uni 





howing which parts 


ocean: sh 
which parts slow. From this Z 
picture, the “waters tem- 
perature, density and cur- 


The technique can 
work over great distances. 


from far away. An experiment in 1960 
tested this phenomenon. to an extreme: a 
charge detonated 1. km underwater off the 
coast of Perth in Australia was heard 3!^ 
hours later in Bermuda's waters, 19,000 kms 
away. Another advantage over the tradi- 
tional method— namely putting a lot of 
thermometers and pressure gauges in the 
water—is that only a few instruments are 
needed to monitor a huge volume of water. 
In theory, 15 transceivers distributed 
around the North Atlantic would be 


.. enough to geta picture of the whole basin. 









versity of Utah, Dr Glenn Schoessow 
from the University of Florida, Dr Rich- 
ard Oriani from Minneapolis, Dr John 
Bockris of Texas A&M, Dr Robert Hug- 
gins of Stanford University in California, 
Dr Mike McKubre of the Stanford Re- 
search Institute and Dr Anthony 
Appleby, also of Texas A&M. None of 
them, however, has shown how to switch 
the effect on and off. — | 

Some of these groups have also de- 
tected tritium—a likely product of any fu- 
sion reaction going on. Dr Edward Storms 
of Los Alamos, two groups from Texas 
A&M, led by Dr Kevin Wolf and Dr 
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spreads to oceans 
Another ¿tea 


the ocean. 


By the time transceivers are fished out of 
the water and stored data are analysed, in- 
formation about the ocean is already a few 
months old. Dr Wunsch hopes that by the 
end of the decade his instruments will be 
able to send out their data as soon as they 
have them. That would give him an immedi- 
ate picture of the ocean’s interior, perhaps 


allowing a real-time "film" of its circulati 


One reasonable hope is that combin..., 
such pictures of the sea with what meteorol- 
ogists already know about the atmosphere 


will yield some useful answers about global 


warming and climatic change. 





Bockris, a clutch of scientists from Ameri- 
ca's naval research laboratories and a 
team from Oakridge National Laboratory 
have found tritium in their apparatuses. 

The phenomenon is not restricted to 
America. In December the Bhabha 
Atomic Research Centre, one of India’s 
national laboratories, published 20 papers 
describing cold-fusion work. Japan has 
about 200 scientists- busy at work—but 
not publishing. There have also been re- 
ports from Finland, the Soviet Union, 
Mexico, Spain, Brazil and Sri Lanka. 

Like most dissenting groups, the 
fusioneers have had to set up their own 
institutions. There is a Cold Fusion Re- 
search Institute in Salt Lake City in Utah, 
the city where most of the original cold- 
fusion work was done. The Fusion In- 
formation Centre in Salt Lake City pub- 
lishes a monthly newsletter. The Electrical 
Power Research Institute, which is fr 
nanced by the energy industry, and the 
state of Utah are still coughing up re- 
search money. The first annual confer- 
ence on cold fusion began on March 28th. 
It will last four days. 

The information centre is already 
distributing instructions on do-it-yourself 
fusion. Follow them, it claims, and you 
will see an effect. Evidence: a 13-year-old 


boy from Shreveport, Louisiana, is one of 


the latest researchers to join fusion's dis- 
persed confederacy. He may win a school 
science prize, but until he can explain 
what he has done, he is unlikely to im- 
press his elders and betters. 









how the Gulf Stream affects 
the waters around. it. The 
results of such experiments 
may make climate forecast- 
ers rethink their views of 
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LNE of the most extraordinary forces to 
; t British supermarkets last year was 
that of the green consumer. Quite suddenly, 
customers wanted eco-everything. Did toilet 
paper come from felled trees? Quick, fill the 
shelves with recycled loo rolls. Might phos- 
phates: cause algae bloom? Hurry, find a 
, phatefree washing pow- 
Me x Stick a bottle bank by the 
back door; treble the order for 
organic potatoes; make sure ev- 
erybody knows the delivery 
vans run on lead-free. | 

Of all the factors behind. 
this dramatic change in shop- 
pers tastes, one of the most § 
powerful was "The Green... | 
Consumer Guide" (Gollancz, 
£4.99). It appeared in Britain 
in September 1988, and within 
a week was at the top of the 
best-seller list. It has now sold 
over 300,000 copies. Nine for- 
eign editions are coming out 
this.year. Both the Australian 
and Canadian versions sold 
100,000 copies in their first 
couple of months. The Ameri- 
can. guide (Penguin, $8.95) is CHAM to ap- 
kn and may at last confer on the adjective 

en” its recent European meaning. The 
British sequel to the guide, "The Oreen 
Consumer's Supermarket Guide" (Gol 
lancz, £4.99), has already sold another 
100,000 copies, and a guide for the young is 
about to be published, telling them how to 
pester their parents and teachers. 

Plenty of other guides on how to save 
the planet have emerged recently. Planet- 
savers like to enumerate their tips: ^50 Sim- 
ple Things You Can Do to Save the Earth", i 
offers America’s Earth Works Press; “Save 
Our Planet: 750 Everyday Ways You Can 
Help Clean Up the Earth”, suggests Dell 
(also American); “The Green Lifestyle 
Handbook: 1001 Ways to Heal the Earth”, 
bids Henry Holt/Owl; “1001 Ways to Gave 
the Planet”, echoes Penguin, across the At- 
lantic. Planet-saving, Penguin-style, is full of 
good green generalisations, of the kind any 
well-brought-up British housewife would 
happily follow: “make jams and chutneys”; 
"don t let children sit too near the televi- 

sion"; "train your dog to use the gutter”; 









ing of shopping 


"forget frogs’ legs”. 


What makes "The Green Consüttier-..- g 
Guide" different from most of its competi- 


tors is its willingness to name names. It gives 


details of products it regards as the most 


environmentally friendly in their field, and 
of companies E. make (or do not make) an 





effort to stock them. In this, it is in the tradi- 
tion of Ralph Nader and Friends of the 
Earth, both of whom were running finger- 


pointing campaigns. long before publishers 
‚woke up to greenery's potential. 5 


Name-calling is a dangerous business, as 
the guide found when it said that McDon- 


ald's hamburger chain had been implicated 


in tropical deforestation. McDonald's 
threatened to sue, and the current edition of 
the guide carries at some length a virtuous 
statement from McDonald's on the compa- 
ny's determination to buy no beef bred on 
cleared rain forest. But name-calling, espe- 
cially in a best-seller, is a fine way to influ- 
ence companies. When the original guide 
was published in Britain, few retail groups 
had thought much about the environment. 
When the supermarket guide was in prepa- 
ration a year later, several store groups made 
sure that somebody at board level answered 
the 99-page questionnaire. 

True greens hate the. "spend a pound 
and save the planet" approach. If everybody 
stopped consuming, they argue with inex- 
orable logic, there would be no global warm- 





. asa fact of life, and people may be persuad 
itr 


-tant, the acute sens 
. Watching may ncourage í 





‘ish press ran stories last 
drift-net fishing for tuna 
Lord Sainsbury, chairman 
-ket chain, immediately dema 
how his company's supplies o 


























































ing, no holed ozone layer, no po 
oceans. Yet people are clearly not g 
stop. Make them feel guilty, and th 
probably stop listening; accept consumptic 


spending on the environment. More ni 


se that their 





iestions of their suppli | 


caught, and insisted th: 
Í tices be put on the shelves o 
. tuna tins explaining that. ine: 
were used, not nets. ^ ^ 
Influential though - green 
consumerism has been, it does 
not add up to an environment 
policy. Some governments _ 
have seemed to hope that it. 
would. But greenery is a cot 
plicated business, full of awk- 
ward trade-offs. Take the hum- 
ble yoghurt. Without chemical 
preservatives, it may go bad. 
- more quickly; it will therefore 
. need to be transported in more 
| frequent small batches (using. 
-—ungreen lorries) and. kept in. 
chillier refrigerators (using ex- 
tra energy). True greenery, as- 
|. ^ true greens tediously tell con- 
sumets, may mean giving up some of the 
benefits that nasty chemicals can give. Brit 
ish shoppers have found to their annoyanct 
that washing powders without phospha 
do not get shirts as white as the algae-caus 
ing sort once did. Hint that detergent 
not be a big cause of those algae after 
consumers will retreat with relief to th 
dirty ways of cleaning their clothes. _ 
. Easily muddled and quickly bored, 
sumers may get tired of greenery—as- 
did in America, after the enthusiasm o 
early 1970s. Indeed, evidence from oj 
polls by MORI, a British market-re 
organisation, suggests that indifferenc 
be setting in. The proportion of res 
dents who'said they had chosen a prod 
because “of its environmental-friendl 
more thart doubled (from 19% to 42% 
tween November 1988 and May 198€ 
December there had been no further 
crease. Meanwhile, the proportion of vote 
listing the environment as one of the mo: 
important political issues fell by half 
tween July 1589 and rod PM 














































KATASTROIKA. By Alexander Zinoviev. The 

laridge Press; 238 pages; £14.95; £8.95 
THE SEcoNp. Sociaust REVOLUTION, By 
Tatyana Zaslavskaya. LB. Tauris; 241 
pages; £19.95. To be published in America 
by Indiana University Press 





ible West is being duped in its eager- 
ness to believe that Russia is being 
. westernised. The Soviet Union really just 
wants western help to survive the crisis of 
communism. In the process, it is trying to 


and neutralise Germany. By 1992 it will be 
through the worst of the crisis and have a 
new military programme. "Then no trace 


< democratisation’, ‘liberalisation’, glasnost 
- and all the rest of Gorbachev's bag of tricks. 
-Then the Soviet Union will address Western 
- Europe not in the language of requests and 
. promises but in that of demands and 
threats." 
- The ignorable rantings of a die-hard 
cold-warrior? No such luck. This is the mer- 
.. ciless logic of Alexander Zinoviev, the ece- 
- entric but brilliant chronicler-in-exile of the 
 Marxin-Wonderland workings of Soviet 
~ communism. Follow his arguments and it is 
hard to decide whether they are indeed wide 
of the mark, or whether "Katastroika" 
should be a set text for every Gorby-mad 
erman schoolchild. B 
The idea that Soviet society can evolve 
rds western democracy is, according to 
astroika", an illusion. Glasnost is 
hing but a routine propaganda cam- 
jaign"; the appearance of greater freedom 
information is merely state control 
ught up to date, with certain criticisms 
owed. Economic: perestroika is doomed; 
ttempting to toot out bureaucracy and cor- 
ption is absurd in à system which relies to- 
















(CYORBACHEVISM is a charade. A gull- 


" decouple America from Western Europe - 


will remain of the present exhibition of 


ally on bureaucracy. and. corruption. - 
sides, 
relationship between harder work and bet- 
ter rewards, Soviet people do not have a se- 
rious interest in increasing 
efficiency. 

So in one sense, Mr Zinoviev 
argues, the Gorbachev experi- 
ment will collapse. Soviet people 
will not obey Gorbachevite com- 
mands, and will follow the same 
old road which the “objective 
laws" of their society compel them 
to travel. In another sense the 
Gorbachev phenomenon will suc- 
ceed: it will win the Soviet Union 
time and help from the West, 
enough to make it feel strong 
again. Yet the West is determined 
to take Gorbachevism at face 
value, dropping its defences in 
trust and admiration. According 
to Mr Zinoviev at his most delight- 
ful, the defence problem “becomes ever 
more urgent in direct proportion to the 
growth of illusions about its lack of 
urgency.” 

But are Mr Zinoviev's laws of Soviet so- 
ciety still as immutable as he suggests? He 
finished his adjustments to "Katastroika" in 
June 1989, just before the revolution began 
in Eastern Europe. From East Berlin to Bu- 





charest, East Europeans showed that com- . 
 munism could be reversed, and opened the 


possibility that their Gorbachev-permitted 
revolution could roll back into the Soviet 
Union itself. Is not Soviet ideology already 


fatally undermined? And by playing with de- - 


mocracy has not Mr Gorbachev, inadver- 
tently perhaps, unleashed forces which are 
set to destroy communism? 
-Mr Zinoviev argues that any proper im- 
provement in the Soviet system must begin 
with rejection of Marxist fairytales and the 
acceptance of "scientific analysis" of the So- 
viet social order. He sees no evidence of this 
in the Soviet Union. That is a little unfair to 
Tatyana Zaslavskaya, a sociologist whose ef- 
forts to take a fresh look at what really 
makes Soviet society tick were an early sign 
that the Gorbachev attempt at reform 
would be the most serious yet. 

Her book contains plenty for 
Zinovievites to scoff at: too many references 
to Lenin, too much fawning over Gorba- 
chev-the-Oreat. But it also tries to describe 
the various interest groups that influence 
the outcome and shaping of Soviet policy— 
a far more complex mixture than either Mr 
Zinoviev or pre-glasnost Soviet orthodoxy 
suggested. According to Mr Zinoviev, “the 
main opponents of Gorbachev's reforms are 
the broad masses of the Soviet population." 
But in Mrs Zaslavskaya's view, something 
crucial has changed in the past year or so: 
the push for reform comes as much “from 
below”, from the people, as from above. 

That is why the whole Gorbachev enter- 








in the absence of any serious ^ push from tl 













cal stage. With a big 
e people, the communist order 
could collapse. Or a reaction could set in, 
with communists seeking to impose disci- 
pline before it is too late. Mrs Zaslavskaya 
thinks that the re-establishment of a Stalin- 
ist system, though not to be ruled out, is un- 





likely. Lithuanians, among many others, will 


hope that she, not Mr Zinoviev, is right. 





Computer hackers 


The 75-cent 
solution 


THe Cuckoo's Ecc. By Clifford Stoll. Bod- 
ley Head; 326 pages; £12.95. Doubleday; 
$19.95 © 


OME authors get rude mail; the aunor 
J of this book gets rude hacking. Last 
week, when Clifford Stoll logged on to work 
on his computer at Harvard's Smithsonian 
Observatory, he found that a hacker had 
broken into his machine to substitute some 
impromptu criticism. It may not be the last 
time. Mr Stoll's eminently readable account 
of tracking and catching hackers has put 
him at the centre of a storm. 
His tale begins with a 75-cent discrep- 
ancy in the accounts of his previous em- 


ployer—the computer department of Law- 


rence Berkeley Laboratories, a physics 


research centre near the University of Cali- 


fornia, Mr Stoll, an astronomer who turned 
to managing computer systems because his 
grant ran out, is asked to find what his boss 


 presumes to be a bug in the accounting soft- 


ware. The software, Mr Stoll finds, is fine. 
The problem is that a hacker has built him- 
self a sort of remote command centre i- -'? 
Mr Stoll's computer—leaving behine 
75-cent charge as one of the few signs of his 
entry. The hacker spends the next several 
months trying to break into thousands of 
military and university computers from Mr 
Stoll's machine. Mr Stoll spends the next 
several months watching him. "EN 
Lawrence Berkeley sits in the middle of a 
web of computers linking universities and 
military bases across America. Called 
DARPANET and INTERNET, these networks 
were originally created as a testbed for the 








rance and complacency of computer oper- 
ators. Some forget to change the passwords 
which come with their computers from the 
factory. One of the hacker's first points of 
entry into America's networks was, embar- 
rassingly, a defence-contractor called Mitre. 
Not only was the password on Mitres's ma- 
chines ("Mitre") easy to guess, but the com- 
pany's administrators failed to notice thou- 
sands of dollars-worth of telephone calls 
made by the hacker from its computer. 

Mr Stoll himself is a disarming story- 
teller. Here is a man who understands astro- 
physics, but tries to dry his gym-shoes in the 
microwave. A rather woolly leftist, he finds 








himself not only co-operating with the arch- 
villain of his political universe, the CIA, but 
spurring the agency to greater action as he 
becomes more outraged at what the hacker 
is doing. 

Eventually the hacker is caught, with 
the aid of a nice bit of trickery on Mr Stoll’s 
part. And there the story ends. Mr Stoll 
marries and moves to Massachusetts; the 
hacker goes on trial; the CIA and FBI go back 
to whatever they were doing before; and 
hacking goes on. Mr Stoll does not discuss 
what, if any, legal reforms might be needed 
to fight hacking; but his book certainly sets 
the groundwork for the debate. 





The many perils of “living in truth” 


Philosopher-kings 


. THEN Vaclav Havel visited Britain last 
week he pointed out that his was only 
the second state visit made to Britain by a 
president of Czechoslovakia. The first was 
in 1923 by Tomas Garrigue Masaryk, the 
founder of that country as an independent 
state. The temptation to compare the two 
presidents is strong—and is not resisted. 
Both men are seen as liberators of their 
country, one from the imperial rule of Aus- 
tria-Hungary, the other from Stalinist com- 
munism; both have earned the title "philos 
opher-king" (one that is also avidly sought 
by Mario Vargas-Llosa in Peru); both men 
inveighed against human indifference in an 
age of spiritual crisis; and both took up, at 
great cost to themselves, the cause of indi- 
viduals unjustly persecuted by monolithic 
states. In Havel's case it meant years in 
prison. In Masaryk's it made him a political 
refugee. For both men moral issues were 
mount, and it was their moral authority 

put them on the throne. 


r^ uta 





Where Masaryk struggled... 
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Born in 1850, the son of a Slovak coach- 
man, Masaryk was already 68 when he 
founded the Czecho-Slovak state of which 
he was to be president for 17 years. Before 
that he was a philosopher, historian, literary 
critic, publicist and moralist in the true 
nineteenth-century tradition. All his life he 
believed firmly in the power of education to 
put things, and people, right: that, as A.J.P. 
Taylor put it, "nations could be made at 
will, if the will were sufficiently noble." He 
advocated universal suffrage and the eman- 
cipation of women, but rejected Marxism 
for its willingness to see individuals sub- 
sumed in the collective. Seeing decadence 
and decay all around him, he proposed a 
personal Protestantism as a moral guide. He 
counselled clean living, healthy minds and 
bodies, temperance and purity, and then 
tried to live according to his own prescrip- 
tion. He may have been short on humour. 

Mr Havel’s visit coincided with the 
publication of three volumes on Masaryk* 
intended to celebrate the 75th anniversary 
of an inaugural lecture he presented at the 
School of Slavonic and East European Stud- 
ies in London, as its founding professor. His 
topic— "The problem of small nations in 
the European crisis"—is as apt for Mr Havel 
today as it was for Masaryk in 1915. The 
books are a collection of essays from schol- 
ars in Western Europe and America, put to- 
gether with the stated aim of providing the 
“first balanced critical assessment" of the 
statesman-philosopher. One can only con- 
clude that it was difficult to have been Masa- 
ryk, and Havel might take warning that it 
may also prove difficult to have been Havel. 

During his presidency and after his 
death, Masaryk was eulogised in Czechoslo- 
vakia to a degree that is positively creepy. 
(Subsequently, the communists vilified him 
in a manner that was almost comical.) And 
because his reputation was so high outside 
his country as well as in it (George Bernard 
Shaw once recommended Masaryk as the 
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... Havel means to follow 


only possible president of a united states of 
Europe), the scholars gathered in these vol- 
umes give the impression that their brief was 
to take the man down a peg or two. 

One of them says that Masaryk was an 
incomplete philosopher, unwilling or in- 
capable of understanding metaphysics; an- 
other, that he was an unsystematic historian 
who was too much of a preacher to be truly 
unbiased, and a plodding literary critic. He 
stands accused of deliberately confusing the 
history of a geographical area (the Bohe- 


mian crown lands) with the national aspira- 


tions of its largest ethnic group (the Czechs). 
As president, despite the best of intentions, 
he was sometimes clumsy in his handling of 
the large German minority—whom he once 
referred to as colonists and immigrants, al- 
though they had lived in Bohemia for 700 
years. (Wishing to avoid that pitfall, Mr Ha- 
vel, very soon after he became president, 
apologised to the Sudeten Germans for the 
fact and manner of their expulsion in 1945: 
an apology the Czechs did not appreciate.) 
Masaryk also offended the Slovaks, whose 
own aspirations he assumed must be the 
same as those of the "state-creating" nation, 
the Czechs. As a result, he was much less 
popular in Slovakia than he was in Prague, 
as is true of Mr Havel today. 

The fact remains, however, that in the 
brief period allowed it, Czechoslovakia was 
the most democratic and stable country of 
Central Europe between the wars and looks 
to be so again. Its new philosopher-king, 
who often says he is no Puritan, does not 
follow Masaryk in prudishness; but the no- 
tion of pravda vitezi, “living in truth”, is as 


*T.G. Masaryk: Volume 1, Thinker and Politician. 
Edited by Stanley Winters. 336 pages; £45 ($49.95). Vol- 
ume 2, Thinker and Critic. Edited by Robert Pynsent. 
216 pages; £35 ($49.95). Volume 3, Statesman and Cul- 
tural Force. Edited by Harry Hanak. 235 pages; £40 
($45). All published in Britain by Macmillan; in America 
by St Martin's Press 
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. important for him as it was for his predeces- 

sor, and he will have to apply that high- 
mindedness to problems very similar to 
those the first president faced. 





The Oscars 


. One foot clapping 


5 Pin are two sorts of Oscar ceremony: 
k the grand slam, where one film wins al- 
~ most every award on offer (but never quite 
= aş many as the 1959 "Ben Hur”, which won 
— 1I), and the mixed assortment. This year 
was widely tipped as a grand slam, with Oli- 
... verStone's “Born on the Fourth of July" do- 
. ing the slamming. It turned out to be a 
= mixed assortment, the choice made accord- 
ing to the Academy of Motion Picture Arts 
= and Sciences’ usual unknowable criteria, of 

. which only one is excellence. 

The Irish—not British, much less Eng- 
lish—film "My Left Foot" won two of the 
four Oscars for acting. Daniel Day Lewis's 
extraordinary portrayal of a man struggling 
with cerebral palsy won him the award for 
best actor, and Brenda Fricker won the sup- 
porting actress award for her performance 

. as his mother. Motherhood is, of course, al- 
ways popular; so, it appears, are disabilities. 
As a vehicle for bravura acting, physical or 
mental handicap ranks second only to vil- 
lainy: hence the double attraction of "Rich- 
ard III". Last year's best actor award went to 
Dustin Hoffmann for his performance as 
. the autistic idiot-savant in “Rain Man". 

. Previous awards have gone to the deaf, the 
blind and the paraplegic. 

Mr Hoffman's co-star in "Rain Man", 

Tom Cruise, was widely tipped for the best- 

actor award this year. Like Mr Day Lewis, he 
= was playing a wheelchair-bound cripple in a 

film on a true story. His role as Ron 
Kovic in "Born on the Fourth of July" was 
not, however, that of a man struck down by 
unattributable misfortune, but that of an ex- 
. serviceman who pins the blame for his 
wounds on his country. 


E ) didn't quite get there 
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Where's yours? 


JOAN CRAWFORD had a 
spotlight shining on hers. 
George C. Scott didn't even 
bother to pick his up. Walter 
Matthau insisted that the Oscar 
he received as best supporting 
actor in "The Fortune Cookie" 
made the best doorstop he ever 
had. Fred Astaire, for a while, professed 
to be uncertain where his was; eventu- 
ally, he found it in his bar. Irving Berlin 
also insisted he couldn't remember 
where he kept the Oscar he got for 
"White Christmas"—unlike the sales fig- 
ures, which he could quote at the drop of 
a hat. 

Gregory Peck's award for "To Kill a 
Mockingbird” rests in his den, and Jane 
Fonda keeps hers on view in her living 
room: a contrast from the anti-Vietnam 
days, when she made sure it stayed hid- 
den among all the bric-a-brac in her tum- 

ledown house in Santa Monica. Julius 
Epstein still buries his screenplay Oscar 
among his books, and it is plainly in need 
of a dust and polish. Ask him what it was 
for, and he says reluctantly "Oh, that? 








Um...um.. . just for ‘Casablanca’.” 

Sammy Cahn—13 nominations be- 
fore winning his first of four Oscars with 
“Three Coins in the Fountain" in 
1954—says he cannot understand why 
people shy away from boasting about 
their awards. His Oscars sit on the shelf 
behind his desk in his study, the room to 
which all his visitors go. He also has four 
miniature statuettes which he carries in 
his pockets at all times. "They are the 
most wonderful worry-beads", he says. 
"I'm never without them." 

When André Previn lived in 
Dorking, he kept his four Oscars high on 
a shelf where most people would not see 
them. Now that he lives in New Yor' 
state, they are in a nook off the sittin 
room. “Using the Oscars as doorstops is 
just as dumb as building a shrine for 
them”, he says. “After all, they meant 
something when you got them, even to 
the most blasé. Even if you feel that way, 
there is that dreadful moment when you 
go to the ceremony and they read out the 
list of the nominees. At that split mo- 
ment, you want it.” 





If Mr Cruise had won the Oscar, it 
would have marked his coming of age. Hol- 
lywood likes such symbolism, as witnessed 
by the like-father-like-son fuss made over 
Michael Douglas when he received an Oscar 
for his part in Mr Stone's "Wall Street”. For 
the past few years Mr Cruise seems to have 
had aspirations above the teen-idol station 
for which his cuteness and flashing grin 
have destined him. In an apparent attempt 
to achieve skill through osmosis, he has 
made a habit of appearing with fine actors— 
Paul Newman before Mr Hoffmann. As Ron 
Kovic, though, he carries the film on his 
own. Although he did not get this Oscar, he 
probably succeeded in repositioning himself 
in the marketplace as a star who can act, and 





thus lined himself up for one someday. 

"Born on the Fourth of July" may have 
failed to win best film because the voters 
were simply bored with people shouting ob- 
scenities at each other. Over-the-top lan- 
guage is one of the disadvantages of Mr 
Stone's work. Sometimes he pulls it off, as 
he did in his finest film to date, “Salvador”: 
on other occasions, his language (especially 
in the mouths of method actors) has seemed 
merely ludicrous, as in his script 
"Scarface". In "Born on the Fourth of ,.. 
he nearly pulls it off again. It is an uneven 
film, overlong and overwrought; but it is still 
the best film yet about the Americans who 
fought in Vietnam. It does not have the 
same impact as "Apocalypse Now’’—but 
that impact came from treating the Vietnam 
war as an avatar of some greater myth, and 
incidentally ignoring the personal experi- 
ence of those who were there. 

"Born on the Fourth of July" is a more 
personal film, and a more moving one. It es- 
chews the heavy-handed treatment of inno- 
cence poised between good and evil found 
in Mr Stone's two commercially successful 
parables, "Platoon" and “Wall Street". In- 
stead, it shows a man growing up on his 
own, making mistakes and changing his 
mind. For all its faults, it will have an audi- 
ence for a long time—probably far longer 
than "Driving Miss Daisy", the charming 
but treacly film that beat it to the Oscar for 
best picture. 





THE ECONOMIST MARCH 31 1990 - 


F ~ ^-^ w^ 

















@A fiv ! Sabon programme à on the 

.. „overall direction of the business enterprise and - 

— . the determination and pemen n of. | 
= corporate strategy. 






@ Taught by the use of over 100 actual Diisi 
cases supported by lectures and a business 
game. 





€ Located at Templeton College, 0 Oxford, which is 
especially designed t oster the exchange of 
ideas between faculty and 1 participants and 





amongst participants themselve . Offering 
access fo one of the best business libraries In 
Europe. ..— 


€ Designed to meet the needs of editi who 
are making decisions which affect the future 
course of mo organisations. | 


e Taught by c a visiting faculty of distinguished Senior 
Professors from / nerica's and Europe's finest l 
business schools. The faculty are chosen for thelr: 
international teaching experlence with — | 
managers working In different national contexts. 







m 








€ For managers whose problems involve the co- 
ordination and direction of the different 
functional parts of a business; for managers at 
that point in thelr careers where the need Is not 
to know more about thelr own function, but to 
understand the problems and thoughts of 
managers in other functions of business. 





* Ideally. suited for managers wishing to Scan a 
sound appreciation of the International aspects 
of business management. 


€ For managers whose organisations find it difficult | 
to spare them for five weeks. — 


For further detalis, contact Bob Vause 
Tel: (0865) 735422 : 

Telex: 83147 attin TEMCOL 

Fax: (0865) 736374 






| 8. Templeton College —— 
ae Oxford OX! SNY | 


Ref: M620 
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Sloan Fellowship 
Executive 
Programme 


Nine months intensive 
development. Results that will last 
The Sloan Fellowship is conducted in Europe only 
at London Business School. The other two centres 
are at Stanford and M.LT. in the USA. 

Whilst the programme covers the disciplines of 
a traditional one-year MBA, there is considerable 
practical field work in Britain, Europe and the 
USA, together with the opportunity for 
participants to examine the wider issues affecting: 
business decisions. 
_The ideal candidates a are ambitious, already 


































more about the $ TORT: 

information evenings is held a at whit past S 
current sloans, as well as faculty can be met on an 
informal basis. 

.... For further details of the Programme inda ouf ooo: 
‘next two information evenings on Monday 9 April — 
1990 and Monday 14 May 1990, please telephone 
Kate Chalk, Registrar on 01-262 5050 (ext. 306). . 
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Please send me a Sloan Information Pack ECON 308: 
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BÉREEREUATNREABARIOEANAAX AR PROSE EGEL EAGER ET AEA EMRE REE EEM ETE TAA WEAGTV AH OE ETEN RNSECHAN HAERES 







The Sloan Programme, London Business School, 
Sussex Place, Regent’s Park, London NWI 4SA, UK. 
Tel 01-262 5050. Fax 01-724 7875. Tix 27461 LBS KOX G. 





Geneva, May 21-24, 1990 
CORPORATE CASH 


This intensive training p program aad resis the 





FOR MONETARY 
AND BANKING STUDIES 


management, in particular risk hedging and 
overall Asset/Liability management. Designed 


and understanding of analytical tools and new 
instruments. Of special interest to: 


national companies 

9 Bankers 

© Executives of financial companies 

@ Accountants, consultants in corporate 
treasury. 





'ICMB INTERNATIONAL CENTER 





als and academics, using proven teaching 







tionals and other financial and industrial com- 





courses since 1982. 
For detailed brochure or further information: 


Annelies Wind or Ghassan Khoury 
international Center for Monetary | 

and Banking Studies 

PO Box 36, 1211 Geneva 21, Switzerland 
Tel: 22-734 95 48 Fax: 22-733 38 53 
Telex: 412 151 pax E 











Stanford B Usiness ; Sc hool’s s 
FOR 
SMALLER COMPANIES 
July 22-August 3, 1990 


e Fo: the 15th year, Stanford e School of Bius 
© Offers this unique general management educational experi- 
ence. Only 130 managers will be selected to come to the 
Stanford campus in California to explore trends, get new 






from around the world. 





of firms with 50-1000 employees. 





'* Led by Stanford faculty, Program includes ere 
.. Strategy, Marketing, Finance, and Human Resources. 


Application Deadline: May 15, 1990. 
_ For application information, ask for Dept E. 


FAX: 415-725-1668 or 
_ CALL 415-723-3342 today. 












major issues arising today in corporate cash 
to improve practitioners’ management skills: | 


@ Corporate officers and managers of multi- 


Instruction by lending indamationdt profession- | 


methods. Worl idwide, over 300 private and. 
central banks, insurance companies, multina- .| 


panies have sent their executives to ICMB 










perspectives, solve problems, and share ideas with peers | 


© For Owners, Manatee Directors, and Senior Executives. 
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YOURSELF — 





Falmer, salt ald East Sussex: BN1 SRF. Tel: (0273) vies l 


MBA & GMAT 
ADVICE CENTRE 
For choosing an MBA course we supply- 

rankings & quide books. To help with GMAT 
we sell the Official Guide, practice papers. 
and 1 day courses - 
April 28, Manchester May 12. 
For immediate attention contact 


classes, semi- 


PasTest UK. Tel: 0565-55226 
Fax: Se: 50464 


, inkaans Korean 
Amhanc — Norwegian I 


ONE OF Sem 
Serbo 


40 LATET Croatian] l 


Spanish 


sreg Tagalog $- 
iati Tha: 
IN ONLY ; recie Tgvana - 
Turkish 
Fw ; ; em 
Lirdu : H*1 in Educational Software 


BACHELOR, MÀ — een WIE 

EARN A DEGREE, Use yout - ast experience as 

Credit toward your ó 

Hass or on-campus a vanae — Se 

upon your experience, p : fy 
fey, s na For No Cost tvaluation. 





Hungaran Vietnamese] — FRENCH STUDY AND TRAINING 


Indonesian Yiddish 
Halian Yoruba 


COMPUTER PROGRAMS 


f jananese Zulo Games for learning French using 
ese de the XY 23 VOCAL CARD 
=e RING US from Beginner to Advanced levels 
E OR WRITE FOR YOUR | individuals and Companies 
FREE | EDUCIEL 
CATALOGUE | B.P. 180 24490 LA ROCHE CHALAIS 
B 01-937 1647 T:53.91 44.28 Fax: 53.931 48 80 
For Life, Academic & Work Experience 
Degrees for people who want to be more effective and 
secure in their Jobs or Professions. 





Eris MONT MARTE SOETORATE Cei) 
l uti your ide and work experience. 








, company igo ial BUM. 
, your position fes m bp MEE We REA ues NORTE 
with & legai degniw matter when taken, brocante 
As you know industry. ergectpliokin dara cide degree requirements 
experience iè stii the without (unma canas Oi Mera A vis? Gon Pot and Bre. 
Ba Dee Send detallad résumé on work We and academic experience for a no 
cost ev 
PACIFIC WESTERN UNIVERSITY 
N Sepulveda Blvd, Los A California 9004 137---USA 
oe 213/471-0306 Telex: 182315 Fax: 213/471-4456 


SCIENCE Van EET UNIT 
UNIVERSITY OF SUSSEX 


DPhil 


information and Communication Technology Policy 


This interdisciplinary programme is designed for students 
with social and natural science first degrees. Economic, 
political and social theory is applied in analysis of factors 
shaping the innovation, diffusion and application of informa- 
tion and communication technologies. Students complete 
courses on ICT, Public Policy and Socio-Economic Issues and 
Research Methodology. Optional courses on Regulation and 
Corporate Strategies are available. 


The programme is linked with the SPRU Centre for Informa- 
tion and Communication Technologies which examines key 
policy issues in telecommunications, computing, software, 
and microelectronics. Studentships may be available for suit- 
ably qualified candidates. 


For further information contact; Dr. Robin. Mansell, Pro- 
gramme Co-ordinator, or Mrs Sa lly Heritage, Teaching Admin- 








slate date A A A A, A A DÁ: VAD ia 


istrator, Science Policy Research Unit, University of Sussex, d 








































cru Geneva, June 11-22, 1990 
Rx - 
EÉ8 FINANCIAL ANALYSIS: 
Uzh 
40. 
« S o 
College at anno zeg 
its 31st annual Marketing ^ OQ x x 
Management Program (MMP) - 9 Z 
itl rketing Management for s a 
ympetitiveness, The MMP c 0O 
s intensive casework and ~ Z An anteitshee SARK em x 
WIS Corporate Viste a. e « analysts and taining program sp 
i Prange of U. nd enterprises in a wish to broaden and update their 
d d Philadelphia. > ing and interpreting finance 
|. Group: interactive ses ions will focus U tion of securities, cash flow dynamics 









accounting problems of multinationals, intern: 
tional differences in financial reporting, LBOs, risk 
and return management, project financing met 
ods, etc. 


Instruction by leading international professions . 
and academics, using proven teaching method 
Worldwide, over.300 private and central banks, . 
insurance companies, multinationals and other ; 
financial and industrial companies have sent their — 
executives to ICMB courses since 1982. 

For detailed brochure or further information: 
Annelies Wind or Ghassan Khoury, 
International Center for Monetary 

and Banking Studies, 

PO Box 36, 1211 Geneva 21, Switzerland, 

Tel: 22-734 95 48 Fax: 22-733 38 53 

Telex: 412 151 pax h: 


Pat mag aat 













| For additional information, please contact "à Institite as 
follows: u : 
Dr. Jerome B. Brightman FAX: 617 552 2730 
Executive Director Telex: 951750 IMI CAM 
International Marketing Institute Phone: 617 552 8690 
314 Hammond Street - Suite. 1390. 
Boston, MA 02167 USA 























Investing in Improved Global Competitiveness 
Through Marketing 





MANAGING PARTNERSHIPS AND STRATEGIC ALLIANCES from the highly su este programme, 
13-18 May 1990 — — — ^ “Strategic Issues in Mergers and. Acquisitions” 


Third, INSEAD acts as a unique multinationa | 
INSEAD i is ideally qualified to develop the forum where no single culture 
skills executives need in managing piragi predominates. Senior executives 





alliances. = . can test ideas and exchange 
First, j it t has undertaken extensive research © experience with high-level 
in the field of alliances and partnerships. faculty and colleagues from all 


| Second, INSEAD has used i its Sxperienee over the world. 














: TENER information, return this advertisement with your business card or contact: 
Michéle Baliteau, INSEAD RA 3E 7:30: Fontainebleau Cadex, France. Tei: (33 1) 60 72 42 18. Fax: (33 1360724242 Telex: 690389 E nm 


















Financial Seminar for | 


Senior Managers 


All managers experience a need to understand more fully the 
complexities of accounting and finance as they move into more senior 
management positions. - | | A 
This intensive five-day residential seminar has been designed to 
help managers, whatever their specific expertise, to understand and 
use financial information more effectively in reviewing performance 
and making decisions. | 

Topics to be covered fall within two broad areas: Financial 
Accounting and Financial Statement Analysis, and Corporate Finance. 
5-9 November 1990, 4-8 June 1990, Fee £2,500 

To find out more about the key benefits of attending this seminar 
please contact Yee-Liu Williams, Registrar, at the address below: 


Please send me details of ‘Financial Seminar for Senior Managers’ 
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ECON 3173 
Company WERE READER RENE Y UNNI SEEM NORA OLED PEN HA ON ENG yew ERTECE AR GREET HEEL EDEN Kes auhanasnserunceunangans 


^i 
Address VAS HOME RAO NNER EH YA ANAND ONE ed RAGLAN TURES ENTE CER TRAD EN TELESIS OES EAH He eA RE DAASADS EHE EMAL 
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Yee-Liu Williams, Financial Seminars, 








London Business School, | 
| Sussex Place, Regent's Park, London NW1 4SA, UK. | 
| Tel: 01-262 5050. Fax: 017724 7875. Telex: 21461 LBS KOX G. 


Distributor Channels 


ONE DAY SEMINAR STRATEGY CLINIC FROM THE 
WORLD'S LEADING DISTRIBUTION CONSULTANTS 


London: April 10-May 8 
| . Brussels:May l6 — — 
Frank Lynn is dedicated to help firms manage 
change and grow their markets. These one day 
clinics will provide direction on the design, 
refinement and management of all aspects of 
channel marketing programmes. 

It aims to benefit marketing professionals and 
corporate planners in a variety of firms, but 


particularly those needing to implement 


multinational marketing strategies. In order for 
participants to gain the maximum help from the 
day, numbers are limited to 15 on each. 


_ Cost: £345.00 






























r Associaies Limited. 2 Queen Anne's Gate Buildings 
BP. Telephone (0)1-222 9055. Fax (0)1-222 1436 
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2nd INTERNATIONAL SEMINAR ON 
EFFECTIVE MANAGEMENT OF 
INFORMATION SYSTEMS 

24.27 SEPTEMBER 1990 — LONDON, UK 

Registrations are invited from senior management in medium to large public and private sector 
organisations in developing countries. | E i 
The seminar, co-ordinated with the London School of Economics, is designed to provide delegates 


F 


with a basis for their decisions upon Information Systems appropriate to their national resources 
and organisational aspirations into the next century. 


To receive further information, please write or fax to: 


Tall Towers International Ltd, 324 Kennington Lane, London SE11 SHY. 
Fax: 01.793 0293. Tel: 01-735 9000. 











FAIRFAX UNIVERSITY home study HOME STUDY COURSE in economics. 
degree programs. Entry at any time. i 


X A 10-lesson study that will throw light 
Advanced credit given for prior leam- — on today’s. baffling problems. Tuition 
ing/experience. No classes to attend. free—small charge for materials. Write 
For free catalogue, write: Fairfax Uni- 


| Henry George Institute, 121 | h 
versity, Dept EC, 2900 Energy Centre, Street, New York, NY 10016, US 
New Orleans, LA 70163 USA. — Perens AME 


















UNIVERSITY OF YORK 
MSc in Health Economics 
May be taken on a full-time basis (over 12 months} or on a part-time {modular} basis over two 
years. Access is not restricted to those with a formal background in economics. 
The course offers: 

* An excellent ail-round training in economic theory and quantitative methods, with special 
courses geared 1o research and applied work in the field of health care. 

* The benefit of visiting specialist speakers, and the chance to make contact with an international 
network of researchers and decision makers. 

* The possibility of a wide range of career opportunities in a large number of locations. 

* Án elit to use economic skills to tackle difficult but important problems in what are. 
literally, matters of the quality ot life and death. — 

The MSc course has recently received an A/P rating from the ESRC. and because of sutistantial 

financial support from the Department of Health, ERSC, and the York Health Economics 

Corsortium, the chances of scholarship support for good quality applicants are excellent. 

Further details may be obtained from: 


John Posnett, Department of Economics and Related Studies, University of York, York YOT 
30D, England. : 
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Study for a Career in Hotel 
Management . 
-The School of Hotel Management of Schiller — 
international University offers programs leading to 
" qualifications from Certificate/Diploma to Bachelor 
.. -and Master degrees. Students may spend their first 
one or two years at our hotel schools in Engelberg 
(Switzerland) or Strasbourg (France) where they 
receive intensive training and practical experience 
: in hotel/restauránt operations to Certificate or P 
Diploma level, They then have the choice of 
- immediate employment or continuing their studies 
at our London center to obtain the Bachelor's 
degree, A further one-year program in London. 
leads to the MIM degree or — at our Paris center — 
to the MBA an TE mu 
. W Language of instruction at all centers — 
English. — — M 
* Transfer credits awarded for appropriate 
studies already completed. —.  . 


X Entry: January May - September. —— 


| SCHILLER INTERNATIONAL UNIVERSITY || 
|| Schoo | 


8484-F 














POINTMENTS | 


COMMITTEE OF VICE-CHANCELLORS AND PRINCIPALS PERFORMANCE REL ATED FAY 
. OF THE UNIVERSITIES OF THE UNITED KINGDOM 


ACADEMICA AUDIT UNIT 







Research Fello wship 


3-year appointment | 


Salary in the range $13, 889 - £25,969 | 
plus allowance of £2, 012 and other benefits 







iege new ^ post of DIRECTOR of idi CVCP 





a Applications are 

































A unique opportunity to undertake a major research 
project on the design, operation, consequences and 
problems associated with performance related pay. 
The research is funded by nine participating | 
companies who will provide access for the research. 
The research forms part of a growing body of | 
activity in employee relations in the Oxford Institute 
for Employee Relations, an integral part of. 
Templeton College, Oxford. The post includes a 
requirement to contribute to the College's university $ 
teaching and executive education. | 













D The vcre Board, and pele and conduct a programme of pilot audit 
= visits to universities in utumn 1990. The aim is for the Unit to be fully 















ites should have: — 
wiedge 2 of the ‘teaching function, organisation, structure and policy of 

















1 ley pet management experience of administration and décision 
making in education or industry, and knowledge of quality assurance 
and policy or management review. 


Candidates might well be from higher education but candidates with other 
appropriate experience are also invited to. wi PUO from: both. 
men and women are invited.. 


. The-salary will be negotiable and, subject to review of the Unit in 1992, the 
` post will be for three years in the first. instance. . 


` Further particulars may be obtained from David Young, Koski 
.. Secretary, Committee of Vice-Chancellors and Principals, 29 Tavis- 
tock Square, London WC1H 9EZ, 01 aw 9231, ext 234 to whom 
pplications should be submitted by 19 April 1990. 3 











Further particulars may be obtained from Caroline — 
Moody, OXIFER Research Secretary, (0865) 735422 : 
The closing date for applications i is 20 April 1990. —.— 


M. Templeton. College. Pow 
P. OxodOXISNY | — 

















Aoi iine ors Seed ig 
" za Ed AT 
or t CES 


& da è Py 
Fe MS Lf. w, p" AB. 
MGR SI IDEE pu AS 


JOEA x p d * - premene TEENS ae Yt. À 
P bat Wate eaae fU Siar, Yy we! ICE cer M UU M 
Paige al A tf ERA. i2 EM Et £e f n » 4 tt MCCC 
on 1 YS T. CPP A het eS E HS « i g Yee Cts 
Mee FO HEE PUES SIDER He OS E Pe PES IE Bd Bx LR CREAR A TTT S LR TN ORES 
| | | DO M 
ES | AE i. ea 
A y p PRs 
"uu me M oe be 
D. | South Asia and. outi ast. sla 


E Save the Children Fund is "m ina number of South Asian and South East Asian countries to improve conditions for 
E Children through programmes in education, health and the social sector. Two people are required to head our regional offices, one in 
EE Kathmandu and the other in Bangkok, to support and advise our Field Directors in 14 countries in Asia. 
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These are key roles involving liaison with relevant governments and international agencies. Knowledge of political, economic 
and social conditions in Asian countries is therefore necessary. 


ese 
Mu Tea tee 
Verse ich MAN Ae 
LEE cee riy du 
a LU OL Sta Ow AME 


Both positions require highly experienced development professionals with a wide knowledge of assessing, eval uating and 
553 monitoring programmes in developing countries. The successful candidates will also have considerable analytical and conceptual 
Eo" ^ skills, | | 

The current salary is £15,000 p.a. (which should be tax free) and is likely to be substantially increased as a result ofa 
current review, together with a generous benefits package including free accommodation, food, insurance and travel. 





For further details and an application form, please write to Paul Emes, Overseas Personnel Officer, 
SCE 17 Grove Lane, London SE5 8RD. | 


Closing date: 11 th May 1990. 
SCF aims to be an equal opportunities employer. 
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(| Chair in Accounting 
j London Business School invites applications 
for a newly created Chair in Accounting. The 
successful applicant will be expected to teach on 
the School’s MBA, PhD and executive 
programmes, to conduct high quality research, 
and to contribute to the leadership of the 
accounting group. | 
The School is seeking candidates with an 
international outlook.and reputation, and who 
have a strong record of research, publication and 
teaching, as well as close linkages with the 
accounting profession and the business 


community. 




































Likierman or Paul Marsh. 


. Chair in Finance 
London Business School invites applications 
for a newly created Chair in Finance. The 
successful applicant will be expected to teach on 
the School's MBA, PhD and executive - 
programmes, to conduct high quality research, 
and to contribute to the leadership of the finance 
group. oe, E 
The Chair will be within the Institute of 
Finance and Accounting at London Business 
School, Europe's leading research centre in 
finance, which offers an excellent research 
environment as well as first class research support. 
The School is seeking candidates with a 
strong record of research, publication and 
teaching in any aspect of financial economics 
including corporate finance, capital markets, 
financial intermediation and financial regulation. 
Enquiries in confidence to Professors 


Stephen Schaefer or Paul Marsh. 


— The salaries for the above Chairs are 
competitive. LBS has a superb location in 
Regent’s Park, central London, with first-class 
modern facilities; and is expanding rapidly. - 

| .. Applications accompanied by a curriculum 
'. vitae and the names of three referees should 
be submitted by 31 May 1990 to: 


` Professor Paul Marsh, Faculty Dean, 
ndo Business School, Sussex Place, Regent's Park, 
ondon NW1 4SA, UK. Telephone: 01-262 5050. 
01-724 7875. Telex: 27461 LBS KOX G. 

















jS SCHOOL 


Enquiries in confidence to Professors Andrew > 













ment, starting October 1990. 





AGRICULTURAL ECONOMIST 
small Ruminant Collaborative Research Support Project (SR-CRSP}. . 
Location: Medan, North Sumatra, indonesia. Responsibi : 

cost-benefit and whole farm analyses, promoting participation in small 
ruminant networking, and facilitating multi- isciplinary research. 
Must work effectively as a member of a research team. PhD in 
agricultural economics or related field, minimum five years of overseas 
agricultural experience, knowledge of indonesian is desirable for | 
demonstrated ability to learn foreign languages). Two year assign- | 


Inquiries: Dr Hendrik C. Knipscheer, Small Ruminant CRSP, Winrock. 
International, Route 3, Morrilton, Arkansas 72110 USA. : 








ilities include 






















MANAGEMENT 
CONSULTING— 
PUBLISHING 


| Leading management consulting firm in 
the publishing industry has two current 
career openings in the US: 
(1) ANALYST —energetic graduate with 
good degree and interest in publishing; 
| (2) CONSULTANT Two years’ experi- 
| ence in data processing, publishing or 
| consulting. Excellent salary and bene- 
fits. 50 per cent travel. East coast 
location. ; 
| Write Box 103, The Economist, 10 
Rockefeller Plaza, 12th Floor, NY, NY 
| 10020 USA. | 



























INVESTMENT 
CONSULTANT - 
WASHINGTON DC 


ene Associates, invest- | 
ment and financial consultants to. i 
endowments, foundations, i 
other non-profit organisatic 
seeks a senior consultant for __ | 
Washington office. Advanced |. 
degree required (preferably in | 
| finance or economics) and several 
years relevant experience. 

Send résumé and compensation 
range to Personnel Director, 
Cambridge Associates, 600 New 
Hampshire Avenue, NW, Suite 
1150, Washington DC 20037. . 





















at the address below. 


School of Accounting, Banking and Economics 


Senior Lectureship and 
Two Lectureships 


Applications are invited for the above posts. The Senior 
Lectureship is in banking ~ particular areas of interest 
include money and banking, the industrial structure of 
banking and international banking. The Lectureships, both 
tenable for four years, are the Natwest Lectureship and 
the Royal Insurance Lectureship. Areas of special interest 
for these posts include the above plus the economics of 
insurance and risk, financial instruments and management 
control applied to the financial sector. 


salary: Senior Lecturer Grade (£21,489 - £24,285) or 
Lecturer Grade A (£10,485 - £15,372) or 

Lecturer Grade B (£16,014 - £20,469) as appropriate. 
Applications (two copies), detailing career history, 
education and experience, and giving the names and 
addresses of three referees, should be sent by 

23rd April 1990 to Mr. Alan James, Personnel Officer, 


Informal enquiries may be made to Professor L. Alan 
Winters, SABE on (0248) 351151 ext. 2161. 


University College of North Wales, Bangor, Gwynedd, 
LL57 2DG. Fax no. (0248) 370451. 


An Equal Opportunities Employer. 



























"The University of Auckland | 


"New Zealand "E 
Department of Mechanical Engineering 
School of Engineeríng 
SENIORLECTURERIN — — 
ENGINEERING ADMINISTRATION 
AND MANAGEMENT . 


with a doctoral qualification in engi- 
neering administration or. manufactur- 
i th: to develop a major post- 
On. and the control and 










E Iso be required in industrial adminis- 


ment. of complex engineering ` 
Undergraduate teaching will 


engineering economics, indus- 


financial support from industry. The 
opportunity exists to expand existing 


- activities in engineering administration 
in a major initiative in conjunction with 


other groups in the School of Engineer- 
ing, and the Graduate School of Busi- 
ness within the School of Commerce 


Commencing salary will be established 
NZ$58,600 per annum. Conditions of 
Appointment and method of application 
ae’ avaiable fom Appointments 
(37660), Association of Common- 
wealth Universities, 36 Gordon Square, 


“London WC1H OPF, UK; or from the 
«Assistant Registrar (Academic Ap- 
-pointments), University of Auckland, 











| . Applications in accordance with the 
method of application should be for- 
warded as soon as possible, but not 
later than 16 May 1990. 

The University of Auckland. 


Employer. 





UNIVERSITY OF CANTERBURY 
New Zealand 


LECTURER IN ECONOMICS 


(Two Positions) 


Applicasions are invited for two positions, either continuing or three year fixed term 
appointments, in the Department of Economics. The Department ‘emphasises core 
material in microeconomics, macroeconomics and econometrics in its teaching and 
research. MCN 

Position. No. EC25: Applicants should possess qualifications to téach and carty out 
research in econometrics. Preference will be given to applicants. specialising if 
econometric theory. À Chair in Economics is held by an econometrician, Professor D. E. 
A. Giles. E : de i l l 
Position No. EC26: Candidates should possess appropriate qualifications to teach and 
catry out research in macroeconomics. An ability to teach econometrics would be an 
advantage. AN 

Enquiries of an academic nature may be directed to Mr A, E. Woodfield, Head of 
Department, telephone (64) 3 642635; fax (64) 5 642 999, 5 n 

The salary for Senior Lecturers is on a scale from NZ$50,000 to NZ$58,600 per annum 
(bat), and a range from NZ$60,800 to NZ.$64,500; and for Lecturers is-on a scale from 


42:$36,000 to NZ$43,700 (bar), and from NZ$45,000 to NZ$47,200 per annum. 

‘arth | s and Conditions of Appointment, quoting the appropriate 
Josition No, may be obtained from Appointments (37674), Association of 
Commonwealth Universities, 36 Gordon Square, London WCIH OPF. Applica- 
tions for each position close with A. W. Hayward, Registrar, University of 
Canterbury, Private Bag, Christchurch, New Zealand, on 17 May 1990. 


The University has a policy of equality of opportunity in employment. 






FELLOWSHIPS __ 


St Antony's College, University of Oxford 
Walter Hallstein Fellowship in 


European Community Studies 
Applications are invited for the above post which is funded by the 
Deutsche Bank. The holder of the Fellowship will be. expected to 
conduct research in and undertake graduate teaching relating to the 
workings of the European Community and the general process of 
European integration. Candidates should have a proven record of 
relevant research in one or more. of the Dd. economics, law, 
politics or recent history. The appointment is for five years and the 
Fellow will be a member of the College's Governing Body. Stipend will 
be on an age-related scale which rises to a maximum of £21,850 per 
annum. The College is an equal opportunities employer. 

Further particulars may be obtained from the Warden, St Antony's 
College, Oxford OX2 6)F, to whom applications and letters of 
reference should be sent to arrive by 30 April 1990. 












Private Bag, Auckland, New Zealand. 


An Equal Employment Opportunity 









.— TRINITY COLLEGE, CAMBRIDGE 
Teaching Appointment in Economics 


Applications are invited from men and women for appointment preferably frc 
1 October 1990 to a College Lectureship or Assistant Lectüreship in Economics 
together with a Fellowship, tenable for five years in the first instance and 
thereafter to the retiring age. The successful applicant will assist in supervising a 
directing studies in Economics in the College, especially for the compulsory pa 

in applied and theoretical economics. A special interest in UK macroeconomics 
would be particularly welcome; but no one with mainstream interests is excluded. - 





























The Lectureship is tenable with or without another salaried appointment in the 
University. For a Lecturer with no other post, the stipend will be on a scale roughly . 
cornparable with that for University Lecturers, with placing according to age and 
qualifications. itis hoped that arrangements can be made to enable the Lecturer to - 
be involved in teaching and research in the Faculty of Economics and Politics. 


Application should be made to the Senior Tutor, Trinity College, Cambridge CB2 
1TZ (from whom further particulars may be obtained). Applicants should send. 

statement of qualifications, publications and teaching experience, and should also 
ensure that not more than three referees have written on their behalf before the”, 



























dosing date of 11 May 1990. 
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E Faculty Positions and — || - 
| Post Doctoral Fellowships || 


—. "Asa result of its expansion programme, London 
| Business School invites applications for faculty 
positions in: LE 

| (2 $ Accounting - 

* Decision Science 
* Economics 
* Organisational Behaviour . 
* Strategic Management 
* international Business 
* Marketing - 3 
Superbly located in Regent's Park, central London, | 
and with first-class facilities, LBS runs MBA, PhD and -~ 
executive programmes. Its faculty conduct high quality . 
research. MEN E | 
c "The successful candidates will have a developed | 
area of research interest; will ideally have a PhD, (or be. 
completing a PhD), and will have some teaching 
experience. Business experience would be an advantage. 
‘The remuneration package is competitive. l a 
- The Schoo! is also offering two Post Doctoral | 
Fellowships for those who are interested in acareerin . | 
management education, and would like to spend a year — | 
at LBS. Candidates for thése fellowships will have - | 
completed their PhDs in accounting, decision science, * ^ | 
economics, finance, information management, a 
international business, marketing, operations 
management, organisational behaviour, public sector 
management, cr strategic management. 0$. 
For further details on positions or fellowships please {f 
contact the Faculty Dean's Office. | dH 
Applications should be accompanied by a d 
| curriculum vitae with the names of three referees and — ==: 


submi rted to: 










* 








Paul Marsh, Faculty Dean and Deputy Principal, London Business School, : 
|. Sussex Place, Regent's Park, London NWI1 4SA, UK. | 
Tel: 01-262 5050. Fax: 01-724 7875. Telex: 27461 LBS KOX G. 











































Outokumpu is a growing international metals group with annual sales of 
USS 3 billion in 1989. It has production facilities in 10 countries and 
personnel of ca 16,000. The principal business sector covers mining, 
smelting and refining of base and precious metals. «i | 


The Base & Precious Metals Sector of the Outokumpu Group is building 
. up a Research Team in Londen. Its specific task is to provide strategic 
- Support for this Sector and to assist in the selection of development 
~ Projects. in addition the Team will be responsible for providing 
. Commodity market forecasts, competitor analysis, country reports and 
advice on general economic environments. 
.. We are looking for a person with relevant experience to head the Team. 
-An informal and dynamic working environment in Wimbledon Village 
with a truly international business horizon as well as a competitive 








| remuneration package are offered. — 

Please send your application to Outokumpu Resources 
| (Services) Ltd, Haygarth House, 28/31 High Street, Wimble- 
|. don Village, London SW19 5BY, for the attention of Mr H. 
|. Solin, Managing Director. — | 


| For additional information, please contact Mr Solin, tele- 
phone 01-944 1818, or Mr T. Erling in Helsinki, telephone 010- 






358-0-421 2547. 


EUROPEAN CONSULTANCY IN AND REGIONAL DEVELOPMENT 


We are a small informal consultancy based in London and Brussels. 
We have a wide range of EEC work on local and regional 
development throughout the gry ae Community. We have two 
vacancies in our London office for flexible and enthusiastic people 

can communicate with a variety of organisations and 
individuals throughout Europe. They will help run existing EEC 
Programmes and assist our expansion into new areas. Additional 
responsibilities are available to those with ability and enthusiasm 
to take them on. 


Economist | 

To carry out research and consultancy assignments in the UK and 
. in other European countries, on enterprise development and 
. related subjects, including evaluation of SME policies and transfer 
of good practice. 
Requirements: degree in economics or related subjects; specialisa- 
` tion or keen interest in small businesses and regional develop- 
ment, two years consultancy or research experience; good com- 
mand of a second language, preferably German or French. 

Salary £17,000-£20,000 according to experience. 


Project co-ordinator E 

- To co-ordinate various local and regional development activities, 

_ including local seminars and assignments by international experts, 

, and to liaise with the EC Commission, national and local authori. 

-ties in various European countries. —— 

Requirements: good command of at feast two European lan- 

guages, preferably Spanish and Portuguese; work experience in 

Ye international field; keen organiser. 
Salary: £13,000-£18,000 according to lan- 
| guages and experience. is 
AP ee | 
| Development 

OM Planning 


















Apply with full CV to: 
Haris Martinos, 


Road, London SET6LN. — E ir 
-  . Fax01-2611166 |. | ^ 











Construction Engineer electrical, mechanical or civil background, European base, to - 
open offices in Prague, Berlin, Moscow, Budapest, for international Construction | 
company. Must speak English, multi-lingual: German, Russian, Polish helpful. Top | 
pay, full benefits. Will spend 20% time in United States/80% Eastern Europe. d 
Fax résumé to Atlanta, Georgia (404) 872-4838. Telephone (404) 875-8366. Coastal ] 









Properties, a division of IG. 















UNIVERSITE CATHOLIQUE DE LOUVAIN 
LOUVAIN-LA-NEUVE 
BELGIUM 
DEPARTMENT OF ECONOMICS 
A FULL-TIME ACADEMIC POSITION 


ECONOMETRICS: Methods and Applications 


The Department of Economics wishes to recruit an experienced scholar in the above field. Rank 


assistant professor or full professor) and salary will depend upon experience and qualifications. 
e position is a tenured one. Teaching load will be approximately five courses/year, possibly 
less at the beginning. Research will take at IRES and at COREL 
Applicants should have: 

— A PhD in economics with a strong training in econometrics 
— Previous experience of research in a university centre outside Belgium 
— Publications in the relevant fields 
— Fluency in oral and written French = 
Appointment will commence on 1 October 1990. 


Applications should be sent to the Rector of the University (Place de l'Université, B-1348 
tired directly rr Adone] tes ede ‘han scan bitte 

so De rman + 9, A 
Louvain-la-Neuve, Belgium. 





Include a certified copy of the applicant's latest degree, a personai 
east one from e Beigium) should aiso be given. | 





MARKETING AND BUSINESS devel- i 
opment MBA working in Financial and TE C H N | C A L 


Stock Exchange Information industry, 
15 years' experience of start-ups, JVS 

Extensive private/public sect 
| experience... 


in Asia and Europe seeks position in 
entrepreneurial company. Will re- 

Excellent references. Phone 
Toronto (416) 465-3271. 











Search opportunities on fee basis. Box 
3693, The Economist Newspaper Ltd, 
25 St James's Street, London SWIA 
1HG. =. s 















Thursday, 24 May, 1990 
Midland Bank Head Office, City of London 
Keynote Speaker: Rt Hon Sir Leon Britan QC) 
The Bri | 5: Peter Lilley MP, HM Treasury 
Implications for Industry: Brian Garraway, BAT In. lustries 
Financial Services: Stanislas Yassukovich, Securities Assoc 


Stages Two and Three: Prof Norbert Walter, Deutsche Bank 
Economic Impact: Michael Emerson, European Commission 














To receive further information please write or fax to: 


Federal Trust for Education and Research. 








1 Whitehall Place, London SWIA 2DA 0 
Fax: 01-925 1625. Tel: 01-839 6625, 01-930 9788 _ 










IMMIGRATION 
TO CANADA 


| To immigrant investors and their advi- — 
sors we offer bank or mortgage guar- 
anteed investments and professionally 
managed, government approved in- | 
vestment syndicates (for. AS0K/unit). 
Confidential service Is assured. 


Kingsworld Capital Inc, 1255 Universi- 
St #1600, Mtl, Canada H38 ty Tel: 
) 4) 8240324, fai On 4) 8740329. 





COMPANY FOR SALE 


Profit on 0B9B service to 31 January 
1989 cess of £1.5 million before 
x. Accounts to 31 January 1990 
] currently being prepared. 215 lines 
i ro use at 31 January 1989, 660 lines | 
] in use at 31 January 1990. 
For uer details write to Box Í 


The Economist 
ti E St ieee ‘Street, 
SW1A 1HG. 


ANDWRITING — 


suspect Documents: Examiner of 
TOrgeq AY mods writing. 
A 


Personnel/Character Assessment. 


P. Lavell 
9 Village Close 
London NW3 5AH 


Tel: 01-794 6060 Fax: 01-267 4201 


LONDON 
SOUTH KENSINGTON - 


Fully furnished luxury one and two bed 
apartments, 

Quiet tree fined street close to shops, 
restaurants and tube station. Video 
security. 

Min one week, £336 to £805 pw. Full 
info. Tel 01-225 0184. Fax 01-225 
0280. Telex 893095. 


pP" LONDON 834 


Quality serviced apartments offering best value for 
" money, Qur apartments offer gf € s CoM u 
imd te d Sc serviced, oes roam, 


u Centaly uated phone, cantal heating. s "" 
= Tourist Beard Approved w 
urn Garden Aga 
3 Ashburn Gardens 
üth Kensington, London SW7 4DG, UK 
Tel: 011-441 370 2663 E 
Fax: 011-441 370 6743 
LS eee 8 8 6 J 
INTERN ATIONAL 








35 MILES TO NEW YORK CITY, 5 
bedroomed house. Waterfront, in- 
ground heated pool, beat house, put- 
ting green. 1 acre. Price: oe 000. Tel: 
516-598-0217. 


US INVESTMENTS 
Florida: Major Hotel Resort with Golf | 
Course, Marina US$90m. 

Los Angeles: Twin Tower Prestigious 


500K SF Office Bldg. US$80m. 


New York: Midtown, Office Tower, 
trophy property. Plus 18-hole Golf 
Course one hour to NYC. Others 
available. 

Mr Kaufteil: (914) 997-7235. 

| Fax: (914) 997-7064. 






NOMIST MARCH 31 1990 























. CUT THE COST OF 
YOUR STAY IN LONDON 


| Take a furnished self-contained service apartment 
. in Knightsbridge, near Harrods. Fully dcr 


kitehen-dinstte, bathroom, phone, colour 
central heating, elevator. Sui 1-2 persons, Bro- 
chure by airmail. 
T Service A ents 
smore Gardens, LONDON SW? 


45 Enni 
. Tel: 01-564 4123. e (Ret KSF} 
Mastercard/Acc 





CUT YOUR OFFICE COST 
IN FRANKFURT 
(WEST GERMANY) 


| Take a furnished, self-contained ser- 
vice office in Mórfelden, near Frank- 


furt. Fully equipped office, telefax, 
phone, EDP facilities. Please contact: 


Alpha W & T GmbH 


Phone: 49 6105 24085 
Fax: 49 6105 2930 








Spain 1992 
Fed up with the rat race and would like to enjoy 
ifa? 

Would you like to have a business interest in 
Spain before 1992? 


e UU EM 
H Sleening or working 







Tet: UK 0908-510972 or write to Box No 3696, 
The Economist Newspaper Lid, 25 St James's 
Street, London SWIA IHG. 


WILLETT HOTEL 


32 Sloane Gardens, 
London SW1W 8DJ. 
Tel: 01-824 8415, 
Fax: 01-824 6415 
Teiex: 926678 


Small character town house, off Sloane f 


Square. AH modern facilities. Full English 
breakfast inclusive of very modest rates. 
.. ALINBAR EXCLUSIVE HOTEL 


EXECUTIVE HOTEL | 


57 PONT STREET 
KNIGHTSBRIDGE 
LONDON SW1X 0BD 


Tel: 01-581 2424 
Fax: 01-589 9456 
Telex: 941 3498 EXECUTG. 


"Single bedroom £49.95 + VAT 
-Double or Twin £74.95 + VAT 


| Esgin. and exceptional | 
bared in ne of ¢ the Lots 


. Bute pu Engl breakfast 
. included. 





A LINBAR EXCLUSIVE HOTEL 





Readers are 
recommended 


to make appropriate enquiries and 
take appropriate advice before send- 


ing any money, incurring any ex- 
pense or entering into a binding 


J commitment in relation to an adver- 


tisement. The Economist Newspaper 


| Limited shall not be liable to any 


person for loss or damage incurred 
or suffered as a result of his/her 
accepting .or offering to accept an 
invitation contained i in any advertise- 
ment published in The Economist. 


WHY NOT ECON( 
WITH OFFLINE DATA 


Country-by-Country Economic and Trade Data 


As part of our continuing development, supplying low-cost off-line data and advising 
clients of the most economical options available ewe TOROS S lor ND e 
services which include data targeted to su it individual requirements. 
For an annual subscription of oniy £10 (USS15) per county, you can receive a packa age av 
of the most significant time series of hi istorical data, together with regular revisions and E 
updates at no extra cost. No technical knowledge is . The data can be exported © 

processors, spreadsheets and other data analysis systems. È 
in addition, you wish to convert te data into major currencies, SDRs o SDRs or e coe ; 
out certain statistical transformations (such as all-important analytical Pu 
monthly annualised rates of change, "or Indicae, evn average compound grow Eu 
we offer our own proprietary Data Analysis Systems as an option extra- Cat atfordabie ^ 


prices! . 
A typical package, for instance, covering the last 28 years of data includes among - 
some 60 other time series) 16 computor-qonerated ey economic indic brine E 
country's current account as & percentage of GDP, pé GDP defiators.. . Ey 
You may not require a whole package of data, in wich caso we or customised 
— For example, 
ag Caner but for the t 
u the ng sone 28 your (us 

















plus postage. 
Discounts are available for non-profit making i aad 
PC/XT/AT or compatibles. MS-DOS2.1 or gherMS-OS2 wit 512K RAM, 20Mb hard» 





For free 48-page cat e and price list, 
including details of our World Commodities 


package with monthly updates, please 


Global Stats Ltd, Unit 1, Clarks Industrial 
Estate, Newtown Hove BN3 7DN, 
United Kingdom. Tel: (0273) as Fax: 
SE Md Telex: 46690 ICC X G (A itn. 


) CARTIER. ROLEX ‘ VACHERON | 
AUDEMARS BREUGET MOVADO» JAEGER 


EBEL OMEGA s BREITLING LONGINES 
IIFFANY PI AGETUN ECE) N 


PROFIT FROM THE ASTONISHING a PAID | 
J| SEND REGISTERED POST OR VISIT PERSONALLY 
JEREE APPRAISAL & IMMEDIATE CASH PAYMENT. | 









TRAVEL 


From 6 May 990 add 7 before 1. 





Tetephone 514/879-5576 
wen 51 4/879 3652 


HOW TO LEGALLY OBTAIN A 
SECOND FOREIGN PASSPORT 


-] A SECOND PASSPORT OFFERS 
MORE FREEDOM, GREATER SECURI- | 
yy, INVESTMENT OPPORTUNITIES | 
AND CAN HELP TO SAVE TAXES 


The exclusive PASSPORT REPORT is 










feo, uns aie 






(USS100) + deliver 
(US20) extra or surface f Or details 
om: Scope Books Ltd, Box No 118, 62 i 





Y aid Road, Horndean, Hants Possa, 






LUXURIOUSLY APPOINTED 


. HOTEL ROOMS (from) 
| SLEEPS ; 2 






E SUITES (from) | 

| SLEEPS4- 

| INCLUSIVE OF: — 
te Sumptuous English buffet 
. breakfast» 

* Colour TV radio 


* Direct dial telephone 
* Hairdryer 





















Luxury. kitchenette in each suite 
* Luxurious appointed bathrooms 
Guest lounge 

 oning centre/trouser pess 
‘Room-sate: | 


41-43 Beaufort Gardens. 
Knightsbri 












SECRECY GUARANTEED 


Certain countries guarantee by law the secret tfansfer of investments to 10094 
tax free jurisdictions. Your identity is hidden from other governments. Avoid 
the effect of currency and investment controls. Top Swiss Banks used. 

Central Exchange and Securities Inc, 27 Old Gloucester St 
London wei, England. Fax 44 1 589 5865 - 


E.D. EXECUTIVE 
LIMITED 


ATI YOUR COMPANY'S TRAVEL AGENT 
BTA SPECIALISING IN SOUTHERN AFRICA 
P 68 St James's Street, London SW1A 1LD 


Tei: 01-629 3776/3801; Fax: 01-493 2381 
Air Plus, AMEX and all other major credit cards accepted 


WIDEN YOUR MARKET 


We can represent you in London and provide basic market research, 
immigration advice and comprehensive administrative services. Asso- 
ciates in EEC, USA and Far East provide similar services. We incorporate 
and administer companies in most countries including offshore. 


Contact Michael McHatton, 48 Grafton Way, 
Telephone: M, 387 2838. Fax: (P 388 4932. Telex: 297320. DX 2106. 


IMMIGRATION-—CANADA 


“Í One of Canada's largest investmen! houses offers bank or first mortgage guaranteed | | 
| investments in the investor-immigrant Program. 


| Weare leaders i inthe field of Investor-immigration in Canada. Confidentiality is assured. 


' Lévesque Beaubien Geoffrion inc. 
£/0 Mr Louis-Leblane or Mr Stan Siscoe, 1155 Metcalfe, Montreal, Canada H3B 459. 


the the most up-to-date er RA on I I 


yb examined in Geta a | expertise is availal 
S ] you need a total m 


management service?" 


[Fax initial details to 011 44 937 73346, 
t Yorkshire, ied 


_ irnai £12 IL. 





[i^ : Var l » E 


2144.50 + VAT |. | 


I mentary newipapers ” e 
















IATA CODE 9122855 


















London W1P 5LB. 

























Fax 514/879-1015 







UK/European Markets 
interested in profitably 
entering. the markets ol Europe ? 


| Asa group of professionals with inter- 


national multi-industry experience, our 
o assist you. Do 
ting plan? Sales 


= “We offer. the. PRA services 
| w | | to companies om- the UK main- 
LONDON'S LATEST SUITE HOTEL dol 


tand anda overseas: . 


- SERVICE 


REGISTERED ) OFFICE 
SERVICE 


ou will have and hold full con- 


of roof the company but not be 


free details: 


STRAIGHTGAME LIMITED, 
2 Stones Bank, 
-Stead Lane, 
 Ripponden, 

Near Sowerby Bridge, 
— Yorkshire, 

— England, UK. 
Tel o 22 824579 or 
Fax: 0422 824584. 











US IMMIGRATION 


Licensed attorney. 
Practice limited to US immigration jaw. 


Judith B. Sporn, Attorney at Law 
125 Main St, Westport, CT 06886 
Tel: (203)220-1223. Fax: (203)454-7890 





"AUTHORS WANTED 
BY NY PUBLISHER 


Leading subsidy book publisher seeks 
manuscripts of al types, fiction, non- 
fiction, poetry, juvenile, scholarly and 
religious works, etc. New authors wel- 
comed. Send for free booklet. 


S92, Vantage Press, 516 W, 34th 
Street, New York NY 10001 USA 


a Heri. cix 
Sarah Hodge Recruitment Consultants 


Need a Top Secretary? 


| Callo1)434-0030 | 
| 215-217 Oxford St London WIR 1AH | 








PLU vi 
KENSINGTON 
APARTMENT] 

WITH ALL THE COMFORTS 

OF YOUR OWN HOME 

Apartments to suit all pons 
Studios to penthouses, Central don, 
close to Harrods, theatres, & museums. 
T.V, maid service, 24hr recep. Short/ 
long lets. Perfect for business or leisure 


SERVICED APARTMENTS 
26/27, Collingham Gardens 


London SWS OHN TEL: 01-835 1144 | 
: 01-373 22: l itlex: 918594. 


OFFSHORE 
COMPANIES 


 BRITISH VIRGIN 
LAN 






















ISLANDS $950 
GIBRALTAR 1-54 
GUERNSEY £550 
| HONG KONG £500 
IRELAND NON-RES £450 
ISLE OF MAN £350 





JERSEY £550 
LIBERIA 
PANAMA 
FULL NOMINEE, MANAGEMENT, 
ACCOUNTING AND ADMIN 
SERVICES AVAILABLE 
FOR AN EXPLANATORY 
DISCUSSION AND BROCHURE CALL 
COLIN FOSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD. 
COMPANIES HOUSE 
TOWER STREET 





















800 2634444 (TOLL FREE IF 
PHONING FROM USA). 
0624 815544, TELEX 628488. 
FAX 0624 815548 


TEL: 1 



















COMPUTERISE ^ . PAINLESSLY. 
Custom built IBM PC programs, for fast 
response. Call Peter J Menter 01-802 
7136. 





INVEST IN WINE. 18 per cent pa tax 
free. Storage free. 0836 403 932 (25p/ 
min chp, 38p/min pk std) UK only. 





SWISS PRIVATE BANKING. For per- 
sonal counsel, Ray Daiglish, 150 
Regent Street, London W1. Tel: 01-734 
5351. Fax: 01-734 4166. 





"HENLEY'S FORMULAS” — 
Research — 800 pps. (index) + new 
export ideas. 'Books', Box 248, Man- 
chester, MA, USA. 
GIMPBIBIIRMMBIERIPHANAHAMUEHAUMUOERIMPERIAMPUDUPVBBIBMUUNRURINRAUAHPRADUUAUPUBUUNIARHH RM HUHÜVULNURDUNHRO UAM ON 
2ND  PASSPORT/DR. LICENCES. 
Special reports. Any country. INI, 26 
Kleomenu Athens 10675 Greece. Fax 
7219080. 





US IMMIGRATION .. NOW! FREE 
details on permanent residence: She- 
hayed, PO Box 200346, Brooklyn, NY 
. 11220-0001, USA. 





START an Import/Export Agency. No 


capital or risk. Immediate access to 


profits in world trade. FREE booklet. 
Westlink (C), 55. Constitution Street, 
Edinburgh EH6 7AY, Scotland. 
—— — Áá—— 
EUROWATCH - Daily information ser- 
vice on European affairs for Business- 
es ~ from Morris-Cotterill, Solicitors, 
London. Fax + 44.81.597.6368. 





'OVERSEAS POSITIONS. Hundreds of 


top-paying positions. All occupations. 
Free details. Overseas Employment 
Services, Dept EC, PO Box 460, Town 
of Mt Royal, Quebec, Canada H3P 
3C7. . 





AUTHORSHIP SERVICES: training & 
corporate literature; confidentia 
ports, scripts, etc. Good reseat 
interview skills. Have LaserJet, wm 
travel. Multimate & Wordperfect 5 com- 
patibility. Speak to James A. Oliver on 
01-379 0733 or write: A Company of 
Writers Ltd, 12 Neal's Yard, Covent 
Garden, London WC2H SDP. 





WEST PALM BEACH FLORIDA Villas 


from $1,200/£800 monthly. lan Ander- 
son, 901 Mahogany Place, Paim Beach 
Gardens FL33418. Tel: USA (407) 694- 
0940. . 





YOUR LONDON OFFICE Excellent 
communication systems. Efficient sec- 
retarial services. Conterence facilities. 
The Secretarial House, 67 Brim Hill, 
London N2 OHA. Tel: 01-458 0345. 
Fax: 01-458 0121. Telex 927935 
DSILAW G 





LUCRATIVE “COMMERCIAL real 
estate investment o opportunities. Wash- 
ington DC area; strongest in US. Con- 
tact Warren Company, 6348 Columbia 
Pike, Falls Church, VA eU Fax: 


ins 543 7256. 


|. demand for exports, and a good ski season 


:ONOMIC AND FIN 


| OUTPUT, DEMAND AND JOBS The 12-month growth in Japan's industrial production quickened to 
| 3.2% in February. French industry boosted its output by 1.1% in January, taking the 12-month rise 
to 2.2%. Italian industrial output grew by 2.5% in the year to December. in February France's 
unemployment held steady at 9.496 of its labour force, while Spain's jobless rate fell for the eighth 
consecutive month, to 15.896. Japanese retail sales jumped 8. i in the 12 months to December; 
Swedish spending rose 1.6% in the same period. 





* change at annual rate 








Sweden +32 -16 m na  * 19 o “113 + 180 14 m* — 15 
erand — 68 +06 o +19 + 28 a —25 + 02 not 06 r* — 07 
— £8 +03 m +24 + 21 +52 + 26 Feo 56 ee 68 
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4 09 Fe + 14 + 260 ~~ 38 + 0.7 Jan | 53 te 5.2 


NEPARERRREADRERVERRRRRERRERRRRRR———————o BEER a ERE EE BR DE A E E a AL EN 


| ns ey **1988.f New Series. 

PRICES AND WAGES Britain's rate of consumer-price inflation dipped slightly to 7.5% in the 12 
months to February, after remaining at 7.796 for three months. Its underlying rate of inflation, 
excluding mortgage-interest payments, is still rising, reaching 6.2% in February. Belgium's 
inflation rate was unchanged in March at 3.496. Canadian workers had a 5.096 wage increase in 
the year to January, a real pay cut of 0.596. 









% change at annual rate - 
consumer prices* wholesale prices* wages/earnings] 
3 mthst 1 year 3 mthst 1 year 3 mthst Tyear 
Australia + 7.7 + 7.B Now + 4.2 + 7.0 Now + 91 + 62 n*o č 
Beigium +34 + 3.4 ww + 10 + 47 ok + 37 + 42 n 
Canada + 4.2 + 5.4 Fe — 19 — 0.3 Jas +69 + 50 wm — 
France + 2.7 + 34 re —-18 £+50 @ +39 + 41 ot — 
W. Germany + 34 + 27 fe + 4.7 + 18 3 + 2.4 + 46 Jan 
. Holland _ +01 + 2.2 feo — — 3.2 nil jan + 08 + 1.4 Jan 
Italy + 69 + 6.3 ns + 6.0 + 54 bec + 6.5 + 69 pec” 
Japan ~ 05 + 3.0 sen — 0.1 + 35 Feb +10.0 + 59 Jan 
Spain + 6.1 +73 fb + 19 +33 m +27 + 5.3 5 
Sweden -+12.8 + B7 fe + 83 + 54 nm +10.2 +10.3 p«* 
Switzerland + 87 + 49 fe + 16 + 2.3 Feb +15.7 +36 m" 
+ 69 +75 e + 56 + 54 feb +41.7 + 93 san 
+ §5 + 5.3 feb 4 79 451 n + 30 + 37 Fe 
lay ee UE a NONE NI a a acl a 





| B AUSTRIA Output in Austria grew by 
around 4% in 1988 and 1989, over twice the 
average rate in the first half of the 1980s. 
Despite such strong growth, inflation re- 
mained low and the current account stayed - 
broadly in balance. In 1989 consumer prices 
rose by 2.6%, and the current-account 
deficit narrowed to $200m, from $310m in 
1988. The OECD attributes Austria's economic 
. Success to tax reform, better than expected 
i Onsumoer prices 
. (unlike the rest of Europe). The OECD expects 
| GDP growth to fall to around 3% in 1990 and 
. 1991, while inflation is predicted to climb 
above 3%. The oecp believes that the 
| Austrian economy, which is one of the most 
regulated in Western Europe, would benefit 
from more competition and fewer govern- 
ment subsidies to industry. 


savings accounts have been frozen, taking 


pressure on world prices. 

































































COMMODITY PRICE IN 
Brazil's radical package to 
fight inflation has paralysec 
the country's commodity trading. A new 
currency has been introduced and ban! 


more than $115 billion out of the economy. 
The Coffee institute and the Sugar and 
Alcohol Institute, which have long regulated ~ 
exports of those products, have been axed. 

At present there is little money around either — 
to buy from growers or to finance exports, s0 

domestic commodity markets are at a stand- 
still. However, once cash is back in the 
system, and if the exchange rate falls, 
analysts expect heavy sales of coffee, soya- 
beans and orange juice, putting dowiward : 








1985-100 % change on 
Mar20 Mar 27t one one 
month year 
Dollar index 
All items 131.3 1204 +468 —127 
Food 103.4 102.5 +37 ~—102 
industrials 
All 1590 1560 +56 —142 
Nia $t 138.5 139.4 +07 +05 
Metals 173.5 167.8 +92 —210 
Sterling index 
All items 1045 — 1020 +90 ~ 93 
Food 82.3 80.8 + 78 — 68 
industrials 
AH 126.5 123.0 4.98 -10.9 
Nfa tt 110.2 1009 +40 +44 
Metals 138.1 1323 — 4135 ~180 
All Roms 102.0 101.5 + 68 ~126 
Food 80.9 805 4 56 101. 
industrials om 
All 1286 — 1224 +78 -—141 | 
Nia tt 1076 1094 +19 + 06 | 
Metals 1348 — 1317 +112 -209 
$ per oz 398.50 — 37000 — 94 — 46 


$ per barrel 18:00 — 1838 =~ 59 — 55 — 
oo ird = : 



















































i " STOCKMARKET TURNOVER in most 
stockmarkets last year, the trade in shares, 
expressed as a percentage of a market's 

total capitalisation, was above the average 
of the previous ten years. West German 
shares were the hottest to handie, but largely 
because German statisticians double-count 
trades between market-makers. Last year for 
the first time the value of West. German 
shares traded exceeded the stockmarket's 
capitalisation. In America, Britain, Canada, 
Australia, Hongkong and Sweden, turnover 
is still lower in dollar terms than in 1987, as 
trading has yet to recover fully from that 
year's crash. Sweden is the only market 
where turnover continued to fall last year. 
That is partly due to heavy trading in 
: Swedish shares outside Sweden. This 
amounts to more than 50% of the turnover 
. in Stockholm. 

























WORLD BOURSES Tokyo fell below 30,000 but then had its second-largest one-day gain, of 4.896, 





to end the week 3.3% up. Hongkong climbed 4.5% on encouraging profit figures and increased 
confidence about the economy. New York and the main European bourses were largely unchanged. 


M Wa HPAP PIA HII SE BERI m at PE Er TE Rr ary ra T e rr itr A9 ANH II eH en riore P AA NAA i HB TI n rr re rela mapas rind Mr reed eR avem 





"————————— —————————————— E ERE ER RR ER E E aA E E M ER 


pe veer rA m er rrr rrt M rA PA HIA Ar HAITI a e Arsen e Pr RASSE em tm im e y Pr i Peer Bé nera Ta er hr eren 8 PINE Ae Ia ta Ip apanaman 














eame tnt tA klar Laer A MH PHM eaa ANO eU) m entr ep ré i HA Terr MTOR ue are rer Pre I PHA Tm m rr i nha Nit IAN HE EPI Het emere Arar rH HM aaa 


PEMETRE€——Á—Qg BREED DE aatan a 


Stock price indices. 
Mar 27 1999-90 
high low 

Australia — 15585 1781.8 1412.9 

6149.1 6805.3 5519.3 
Canada 3678.5 4037.8 3350.5 
France 523.1 561.6 4179 + 
W.Germany 2349.9 23726 18957 
Holland 196.5 210.5 166.7 
Hongkong 3010.9 3309.6 2093.6 
italy. 675.0 734.8 577.5 
Japan 31826.0 38915.9 29843.3 
Singapore 1607.1 — 16071 1030.7 2.7 
South Africa — 29710 — 32110 1961.0 22 
Spain 258.1 328.9 258.1 em 
Sweden 1149.2 1373.0 968.5 
Switzerland 737.6 829.1 613.1 
UK 2266.2 ^ 24637 1782.8 4 
USA 27369 2810.2 2144.6 ! 
Worldt |. 403.9 571.0 487.6 
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% Change on 
one one record 31/12/88 
week year high inlocal — in$ 
Currency 
- 23 + 48 X —324 +48 —84 
+13 + 87  - 96 +105 *168 
— 18 + 33  -106 + 9.1 +107 —— 
+ 0.7 +181 ~ 69 +25.9 +32.4 
+ 07 + 439 ~ 09 4423 4475 
(001407. + 78  -—67 +185 +233. 
+45  — 07  -238 +120 +120 
~ 12 +418  -—257 +145 +19.0 
+ 33 ~ 15  -182 4 55 —16.1 
+ 2.7 + 852 nil 454.7 459.7 
—- 26 +227 | —75 +520 4482 
— 84 — 76 —215 — 59 — 25 
+ 12 + 22 163 +13.4 +12.2 
- 91 *126  -110 4222 4208  —— 
4 03 + 95  — 80 +26.4 +39.9. 
- 04 * as ~ 26 +262 +26.2 
+ 04 ~ —13.6 — 02 — 02 
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MONEY AND INTEREST RATES Yields on long-term government bonds fell to 8.5% in America, 
but increased in Japan to 7.3%. France's narrow money supply rose by 6.5% in the year to 
December, M3 by 6.296. In the 12 months to January Italy's narrow money supply slowed to 10.1%. 





_ Money supply} interest rates % p.a. (Tuesday, except bonds which are previous Friday) 

% rise on year ago Money market Commercial banks Bond __Bond yields — __Eurocurrency — 

Narrow Broad Overnight 3months Prime Deposits Gov't Corporate Deposit Bonds* 

[M1] lending 3months long-term 

Australia — 06 — 209 4 1650 1536 1950 1536 13.39 1452 v um 1424 
Belgum +55 +94 o 1025 1030 1325 1005 993* 991 10.38 10.05 _ 
Canada +30 +124 re 1313 — 13.30 14.25 13.30 1072 11.50 1288 12.19 
Frane +65 +62 o 1019 1031 1100 1044 991 1070 10.38 10.09 
W. Germany + 28 +44 x» 7.50 8.30 1050 755 880 8.80 825 8.84 
Holland + 6.7 +142 ve 7.94 8.55 1075 8.55 879 9.61 850 9.19 
italy 4101 — 102 sn 1319 1325 1400 na 1246 1218 1250 1234 
Japan +07 +118 em 688 6.43 6.25 2.04 7.34 7.44 738 741 
Spain +147 +88 me — 1452 1522 1625 7.25 1320 1418 15.56 na 
Sweden na +95 m 1435 1495 1550 1470 1454 1545 1519 1475 - 
Switzerland - 39 +63 ow 950 913 1125 838 6.50 7.13 9813 741 
UK 4 64 4179 fæ 1388 1525 1600 1525 1191 1370 1528 1394 
USA +19 433: 825 830 1000 — 8.35 8.48 9.43 844 91 


Siad zb on request. Source: 
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currency units per $ 
latest — year ago 
134 — . 122 
354 396 
148 - 1.19 
545. 640 - 
1.1 1.90 
1.92 2.14 
1256 1388 
157 133 © 


Dee ER Dee LM AN ILIRT 7-day interbank 14.8%, clearing banks’ 7-day notice 4.0%. Eurod 
rates (Libor): 3 mths 8.5%, bedded alias 


576 
1.91. 
9.35 
2.78 


256 


2042 


7488 
14.52 
7.46 
2.21 


1629 
203 


423 
1.40 
6.88 


2.04 


230 
1503 


Oo W —^ 5 o account exchange rate 
| latest — .— latest 12 balance $bn 

| Australia. om OBB den = 98 - —3158 um 880 — 8924 17 
Canada + O57. — * 35 195 9 1042 ^— 1025 
France — 017 € — — 89.  .— 34 1046 — 8995 
W. Germany + 798 » — - 727 — + 824 a  — 1188 112.8 
Holland s+ 076 om + 36 + 57 1147 109.9 
italy (— 104 m — — 106 ~ 109 mw —  — 1014 97.3 
+ 504 sn — 730 + 53.7 dm 119.8 146.9 
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105.4 
95.6 
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142 
797 
1.96 
080 
1.28 


1867 

131 
7.35 
181 
0.74 
119 
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of interest rates 


TRADE, EXCHANGE RATES AND D RESERVES The dollar rose eto its highest level against: the yen since January 1987. In trade-weighted terms the yen 
fost 1.9% during the week; the dollar gained 0.7%, sterling 1.5%. Britain’s visible-trade deficit fell to $2.4 billion in February, nearly $1 billion less 
than in January; its T2-month. deficit edged down to $36.2 billion. Canada’ s current-account deficit rose to $15. 7 billion in 1989. 


foreign 


Jan 
13.5 
10.9 
149 
24.4** 


165*** 
48.4 
81.8 


41.1 


9g6*** | 


21.9 


348 


64.4 
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Canada, Japan, UK and USA angor fob, exports fob. Ail others cif/fob. $4 Bank of England index 1985 100, Reserve Bank of Australia index 1965 = 100, New series. Tt Excluding gold. **November Decem 


) Credit Lg hinting Credit Lyonnais Bank 
offers by these banks. "New series. 


foreign reservestt 
$bn 


m 
13.5 
8.9 
15.8 
26.3 | 


86.8 49 


16.4 | 
35.3 | 


79. 


37.1 

8.5 
20.8 
43.0 
37.1 








Do some banks 
have a real advantage? 
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» P consult the expert 
, : 
| Y 
= ao 
ooo | 
Most relationships profit from conti- work more as a career than just a job..They 
nuity. This is especially true in banking. know they'll be working for you on à per- 
Customers are interested in a personal manent basis. 
banker One they trust. A person that is This is one of the reasons why UBS is 
familiar with their business and works effi- — Switzerland's leading bank and one of only 


ciently, giving sounder advice and making a few AAA banks in the world. 
quicker decisions. 
The experts at UBS tend to see their 


UBS. The bank of experts. 











ues) Union Bank 
UB: of Switzerland 





Vorldwide network of UBS 
turope: Frankfurt, London, Luxembourg, Madrid. Monte Carlo, Moscow. North America: New York, Chicago, Houston, Los Angeles, San Francisco, 


'avman Islands, Calgary, Montreal, Toronto. Latin America: México, Panamá, Bogota, Caracas, São Paulo, Rio de Janeiro, Buenos Aires. Middle East and 
ndia: Abu Dhabi, Bahrein, Beirut, Tehran, Bombay. Far East: Hong Kong, Osaka, Tokyo, Singapore, Taipei. Australia: Sydney. Africa: Johannesburg 
. iar ttaitne Denk AC CwwiewnclandA Rahnhafetracce 45. CH-8021 Zurich. 
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AMSTERD 


"Overy stro 


KLM took off in 1919 and has beer 
building its worldwide network ever sinc: 
Brick by brick. 

Bridging more than 140 destination 
in 76 countries. 


A 





foundations: 


Èa 


í 


Reinforced by friendly, reliable service. 
1 the ground and in the air. 
Test us, try us, fly us. odoo 


Sas 


e Reliable Airline KIL 


B Tie, Reval Dutch Airlines 








In Singapore 

whereelse | 
. butthe 
Shangri-La. 





The peace and tranquility 






of a landscaped 


tropical garde 


, ifie 


elegance and grace ofthe | 
Fast. It could only 


be the Shangri-La 


Singapore. One of the 


world's leading hote? 





Š Shangri-La hotel 
SINGAPORE 
A SHANCRI-LA INTERNATIONAL HOTEL | 


| | 


SHANGRI-LA HOTEL, ORANGE GROVE ROAD, SINGAPORE 1025. TEL: 737 3644. TLX: 21505 SHANGLA RS. FAX: 733 7220/733 1029. 
SHANGRI-LA INTERNATIONAL: BANGKOK (2) 236 7777 + HONG KONG 810 7782 + KUALA LUMPUR (03) 230 6248 








SHANGRI-LA INTERNATIONAL HOTELS nd RESORTS: CANADA + CHINA + FUI + HONG KONG * INDONESIA * MALAYSIA * PHILIPPINES (1991) * SINGAPORE + THAILAND 
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IF YOU WANT TO DO BUSIN 








THE WORLD, YOUR BANK : 





When a company is doing business on the other side 
of the world, the distance to its banker should not be one of 
the obstacles it faces. 

Which is why the ABN has a network of almost 1,000 
offices spread over more than 45 countries. These operations 
are run by managers who know the local markets like the back 
of their hand. Not only in the area of finance but also with regard 
to local regulations and business practices. 








pA 





As a result, our clients throughout the world can us 
advanced products such as netting and electronic bankin 
adapted to local circumstances. 

This is the reason why the ABN is able, in any sits 
ation, to offer its clients surprising financial solution 
Solutions which are based on sound local knowledg 
but which are internationally effective. 

Thanks to its network, therefore, the ABN is able ! 


ARGENTINA, ARUBA, AUSTRALIA, AUSTRIA, BAHRAIN, BELGIUM, BRAZIL, BRITISH WEST INDIES, CANADA, CHANNEL ISLANDS, DENMARK, ECUADOR, FRANCE, GERMANY, GIBRALTAR, GRE 
ANTILLES, PAKISTAN, PANAMA, PARAGUAY, PEOPLE'S REPUBLIC OF CHINA, PORTUGAL, SAUD! ARABIA, SINGAPORE, SPAIN, SRI LANKA, SURINAM, SWEDEN, SWITZERLAND, TAIWAN, TURKEY, UNIT 
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SON THE OTHER SIDE OF 
OULD BE CLOSE AT HAND. 


Id its own with the world's major banks. Renowned This then is the firm foundation on which the ABN 





iltinationals and large local companies operating inter- builds solid relationships with large numbers of inter- 
tionally make use of our know-how. national enterprises. Because a bank that knows the world, 
For day-to-day banking services such as import and automatically becomes known throughout the world. 


ancing to co-generation energy projects. And from com- 


x swaps to off-shore loans. AWORLD OF U NDERSTAN DING. 


"AIN, GREECE, HONG KONG, INDIA, INDONESIA, IRELAND, ITALY, JAPAN, KENYA, KOREA, LEBANON, LIECHTENSTEIN, LUXEMBOURG, MALAYSIA, MOROCCO, NETHERLANDS, NETHERLANDS 
B EMIRATES, UNITED STATES OF AMERICA, URUGUAY, VIRGIN ISLANDS. HEAD OFFICE, 32 VIJZELSTRAAT, AMSTERDAM, THE NETHERLANDS. TELEPHONE [31-20] 29.3249/29 4090/29.3222 


port payments, of course. But particularly also for specific 
jects, which may run from leveraged-lease aircraft 








Cynthia Gregory and Rolex: 
beautifully paired. 


Prima ballerina assoluta ìs 


a title once conferred only by 
czars. Today it is bestowed by 
the universal will of the dance 
world. C V nthi: tı G 'egory, lumi- 
nous star ol Americ: in Ballet 


Theatre, is one of the few of 
our time. 


Americ as premier classical 


dancer challenges even the 
most gifted choreographers 


with her range. Connoisseurs 


acq laim her tec hnic al prowess. 


court sas ur the i A eal 

spirituality of | er dancing. 
Cynthia 

shines in Swan 


talent 
Lake, Giselle 
and The Sleeping Beauty, bal- 
lets in which her performance 


(Gregorys 


IS recognised as definitive by 
international dance critics. 
Oft-stage she is just as com- 
pelling. Committed to humani- 
Cynthia 
and toured with her 


tarian causes, has 


founded 


i 5 JT 


own d: ance company to rx aise 
funds for charity. And, recognis- 
ing that ballet builds fitness, she 
has written a book on the prin- 
ciples of exercise and dance. 

In all the arts, there is no 
more phy SIC ally dem: anding 
disc ipline than dance. Its pure 
ele ‘ance and endurance are as 


well met in C vnthia Gregory 
ROLEX 


OF Geneva 


as they are in her 
chosen timepiece. 


A Rolex. 
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Japanese jitters 
Tokyo's property market seeks.a 
soft landing, page 89. Tokyo 
stocks freefall into the 1960s 
page 90. No help likely for the 
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‘impediments, page 38. Japan - 

-realises just how much it likes - 
America, page 26. 
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Back from the Baltic brink, but 
. nearer to Gorbachev's other 
troubles, page 57. Western 
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What is a bank? 
Bankers and regulators alike 
need a new answer. A survey of 
international banking, after 









































XIR—1 fully agree with your pro- 
sosal to limit the American and 
Soviet nuclear arsenals to per- 
haps 2,000 warheads (March 
Oth). But I would like to see a 
imension added to the tradi- 
onal view of deterrence. 

The logic of deterrence is that 
€ threat of mass annihilation 
ust be so great that neither side 
rationally use these weap- 
. The trouble is that we still 


"aging nuclear weapons that 


ywers—even though new nu- 
ear powers are emerging that 
nnot be counted on to accept 
he rationales which have more 
less kept the peace since 1945. 
What we need is a clear and 
public list of priorities in strate- 
gic goals, targets and retaliatory 
measures. The 1987 American 
: report on “Discriminate Deter- 
“gence” implied such a thing. 
The idea goes back to the 
-atomic scientist, Leo Szilard. in 
the early 1960s he imagined a 
: city-for-city "exchange" between 
-America and the Soviet Union. 
"Each would provide the other 
with lists of targets to make sure 
-the other understood the exact 
price of nastiness. Retaliation 
for a nuclear attack on one city 
would be the blasting of one of 
the opponent's cities. 

Today's climate allows for 
such agreements. They wouid 
need to cover conventional war 
as well. In "Discriminate Deter- 
rence” it was suggested that if 
Soviet troops advanced past a 
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not have a framework for. 


hes beyond the two super- 
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certain point in central Europe, 
an American nuclear attack 
would be launched against their 
military nodal point, Minsk. 

Best of all, a “Szilard plan" 
would allow for new participants 
to be tied into the network of 
nuclear responsibility we will 
need in the future. 
Cologne 


JOSEF ERNST 


Sir—-Your proposals for reduc- 
tions in the superpowers’ nu- 
clear arsenals would lead, in my 
view, to an extremely unstable 
and insecure situation. It would 
be unwise for the Soviet Union 
and America to rely exclusively 
on any one component of the 
strategic "triad" (land-, sea- and 
air-based missiles). The different 
mixes with the two countries’ tri- 
ads has been a balancing factor. 
My belief is that START-2, with 
an eye to stability and effective 
verification, will focus on two 
maín topics: a ban on all land- 
based mirvs (Multiple Indepen- 
dently-targetable Re-entry Vehi- 
cles); and a ban or limitation on 
sea-launched nuclear cruise mis- 
siles. Agreement on the cruise 
missiles—undoubtedly difficult 
for America—would make it eas- 
ier for the Soviet Union to agree 
to a ban on all land-based mirvs. 
Only with these two goals in 
mind can we really bring the 
id i à 2t 
first nuclear age” to a close, and 
start a new one based on deter- 
rence at the lowest force levels 
consistent with stability. 
GENNADI SOKOLOV 
Moscow Novosti Press Agency 
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Sis—One danger you overlook 


in urging that the United States 
put most of its weapons on sub- 
marines is that this would make 
its entire deterrent vulnerable to 
a technological breakthrough in 
one particular field. This risk is 
increased by allowing the adver- 
sary to concentrate its own re- 
search in one area—anti-subma- 
rine warfare. Inter-service rivalry 
is not the only thing behind the 
strategic triad! 

Oxford Tim BENBOW 





Screw-worms 


Sim—Having been responsible 
for the International Atomic En- 
ergy Agency's most successful 
entomological programme—the 
emergency. eradication of intro- 
duced medíly by the sterile-in- 
sect technique in Mexico—1 was 
dismayed at the superficial treat- 
ment you give the screw-worm 


problem in Libya (February 


10th). The escape of screw-worm 
from the Ámericas to the Medi- 
terranean basin in 1988 is one of 
the most potentially disastrous 
events of this century. 

It is inexcusable that you omit 
any mention of the foremost 
danger posed by the screw- 
worm: the destruction of vulner- 


able wildlife in Africa and, even- 


tually, the Mediterranean basin, 
Europe, Asia and beyond. 

This quotation from David 
Anderson, assistant director of 
the joint Mexico-United States 
Commission for Screw-worm 
Eradication, really says it all: 
“There are short moments in 
time when man’s choice of ac- 
tion affects the course of history. 
I believe this is one of those mo- 
ments. The course of African 
history, and possibly that of the 
entire eastern hemisphere, is 
about to be changed.” 

Vienna Davip NADEL 


Drugs in Holland 


Si&— You say that “almost no- 
body blames marijuana" for 
street crime in Holland (Febru- 
ary 10th). That certainly does 
not apply to our organisation, or 
to the other organisations with 
which we co-operate in the vol- 
untary National Council for 
Drug Prevention—and not to 
many parents either. 

It is a matter of great concern 
to us that hashish is so easily 
available in our country in, for 


example, the so-called cofee- 


and the first week in Ja j by The E is News € 
Port Pont Road $ conomiet t 


nes apore 226° 





gain we urge 
application of the Opium Law to 
the distribution of cannabis 
products. These products are 
certainly not “soft” drugs. They 
are harmful to the functioning of 
the brain, lungs, the endocrine 
and reproductive systems, and 
to basic cell structure, and they 
are the cause of industrial and 
traffic accidents. In the courts or 
on the treatment circuit, it ap- 
pears the use of cannabis is often 
the first step to addiction. 


J.A. BERLIN 
Almelo, Christian Drug 
Holland Prevention 


Mo 
Blame the car 


Si&— Your increasingly frequent 


strictures on the American p 


pensity to “drive free or die” are 
welcome (March 10th). The ata- 
vistic desire of Americans, and 
others, to avoid taxation, espe- 
cially of petrol, and their dedica- 
tion to the automobile have 
blinded them to the economic 
disadvantages of car travel. 
Many of their social ills, the 
ghettos, the decay and depopula- 
tion of their cities, the drug 


problem and the dehumanising 


aspects of car-based and mall- 
centred social life can be laid at 
the door of the automobile. 

The effective subsidy given by 
American fuel-price policies to 
North American industrial prac- 
tices has distorted huge areas of 
the continent's economy, rang- 
ing from the poor competitive- 
ness of its car industry to chaotic 
urban planning. The prese>t 
state of development in Toro 
is a good example of these distor- 
tions and their virtually unstop- 
pable momentüm in many Ca- 
nadian cities, while local petrol 
prices are set, de facto, by Ameri- 
can comparisons. 


Kanata, | 
Ontario ANTHONY RAAB 





Sir—A tax on petrol of ten cents 
on the gallon might well raise 
$10 billion for the deficit (Febru- 
ary 17th), but what makes you 
think it would cut oil imports, 
discourage gas-guzzlers or en- 
courage car pooling? In Europe, 
and not least Scandinavia, the 
price of petrol is far higher than 
in the United States, but there is 
no sign of these effects. Car own- 
ers are not even deterred by the 


cost of c cars nor r the amount f 


"The MIT Program for Senior 
Executives 


A nine-week general management 
program for senior managers, providing 


an interdisciplinary study of management 


and its economic, social and technologi- 


cal environment. The Program addresses 


major current concerns of senior 
management, including global competi- 
tion, human resource management, and 
information systems technology. 


Offered twice yearly, from March to May, 
and from September to November, Class 
size strictly limited to 50 participants. 


xecutive 
Education Programs 


The Alfred P. Sloan Fellows 
Program 


A twelve-month program leading to the 


degree of Master of Science in Manage- 


ment, designed to broaden and develop 
outstanding mid-career executives with 
approximately ten to twelve years' 
experience for more genera! and senior 


* 


management responsibilities. 


Applicants are nominated and sponsored 


by private and public sector 
organizations, selected by MIT, and 
appointed Alfred P. Sloan Fellows. 





The Management of Technology 
Program mM 

A twelve-month program leading to 
tne degree of Master of Science 
inthe Management of Technology, | 
offered jointly by the MIT Schools of ^^ 
Engineering and Management, for > 
engineering, technical, and science 
graduates with five to ten years’ 
technical work experience, who wish to 
understand, develop and manage 
technological resources in an 
increasingly competitive global 
economy. 











For information regarding these and short summer programs in functional areas: Executive Education Programs, MIT School of 
Management, Cambridge, Massachusetts 02139. Telephone: 617-253-7166; Telex: 79761 (MIT SLOAN UD); Fax: 617-258-6002. 
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e they spend motionless 
e them. 





r to the cost of the freedom of 
e road, however illusory. 


NORMAN SANDERS 


Blameless Canada 


IR-—Allow me to correct two 
ise impressions given by your 
icle on the OECD's studies of 
-economy-wide effects of agri- 
tural policies (March 31st). 
st, there is nothing in the 
dies that warrants singling 
out for shame, as your 
line does. All countries and 
gions included in the analysis 

M da 3 ee real in- 











: Sond, the Canadian gov- 
vent. did not delay publica- 
f the studies; the OECD's 
ditorial board of Economic Stud- 
did. Preparation of this spe- 
i. issue was an ambitious un- 
dertaking, and we were unable, 
in the end, to keep to the normal 
semi-annual schedule. | 
cue JEFFREY SHAFER 
Paris OECD Economic Studies 
k NEO PAPE EEEE EEI ean 


No laughing matter 


jectivity normally associated 
ith your journal. First, you re- 


Benazir Bhutto has been able to 
éliver is a baby") and follow up 
y condemning the new chief 
inister of Sind even before he 
ad time to formulate his gov- 
rnment's policies. You then 
roceed to catalogue a litanv of 
holly unsubstantiated accusa- 
ons against the government. - 

-An objective assessment 
ould have taken into account 
he monumental problems that 


ecade of undemocratic policies. 
he federal government also 
es difficulties with a recalci- 
ant senate— which reflects a 
re-election representation— 
nd an obstructive provincial 





The motor car has top priority _ 
| the western world, and other - 
uses of our money will always der" 


Sit Your article: on Pakistán z 
(March 3rd) does not measure 
up to the high. standards of ob- 


eat a puerile joke- (' ‘all Miss - 


he government inherited after a - 





"Nora are the government’ $ SUC- 


cesses limited to those esoteric 


principles. The common man 


has benefited from a 5-billion ru- 


pee development programme of 
rural uplift and a reversal of the 
plunging illiteracy rate of the 


past decade. The economy has 


stabilised as a result of the first 
balanced budget in 11 years and 
a single-figure inflation rate. The 
energy crisis has been effectively 
addressed, and a major break- 


through has taken place as a re- 


sult of President Mitterrand's re- 
cent visit to Pakistan. Women's 
rights have been properly recog- 
nised for the first time and tax 


collection has increased by 2096 


since the democratic govern- 


ment took office, 


Enormous problems do exist, 
especially in Sind, but the gov- 
ernment has committed itself to 
tackling them squarely and 
honourably. 

SHAHARYAR KHAN 
High Commissioner 


London for Pakistan 





Sim-— While sexist jokes about 
Miss Bhutto's political inertia 
and her baby's recent birth may 
be acceptable in Pakistan, I am 
disappointed that you so readily 


-stoop to join in with your gratu- 


itous suggestion that her task 
"involves time and effort for a 


working mother". I look forward 
to your evaluation as to which 


working fathers have the time 


and effort to be successful heads 
of government. 


New York Rann SIDER 


TERT EEIE Ee NRCC eC ee ER | 


Newspapers v television 


Sirn—Your article on America’s 
newspapers (February 17th) 


lands right-on the doorstep, but 


one point lands in the bushes. 
Your chart shows that the de- 
cline in afternoon newspapers 


started in 1975. Yet the last ma- 


jor increase in television evening 


news, from 15 minutes to 30 


minutes, occurred more than ten 


years before that. Since 1975 


networks have expanded their 
morning news programmes; if 
television hurts newspaper sales, 
the decline would be in morning 
rather than evening papers. 
Second, the percentage of 
airtime devoted to news is the 
lowest since the rise of televi- 
sion. Now, most people can 
choose from a wide array of ca- 


ble and independent stations, 








many with no news at all. Video 
tapes have become popular in 
the past five years, but no video 
store rents a tape of the day's 
news. 

A quarter of a century ago, al- 
most every American radio sta- 
tion had at least one newscast an 
hour, most locally produced. 
Since radio deregulation in the 
early 1980s, many radio stations 
have dropped all newscasts. 
Many radio stations with news 
simply rely on network broad- 
casts which are shorter now. À 
radio station with a full news de- 
partment is a rarer bird than a 
major afternoon newspaper. 

The reason fewer households 
receive a daily newspaper lies not 
with television but with newspa- 
per publishers themselves. The 
motto of some newspapers ap- 
pears to be "dullness is not ev- 
erything, it is the only thing." 
These papers will be tackled out 
of existence in this decade. 
Fostoria, 

Ohio Topp BERGMANN 
PIER ESCORT AAE MEAE NEN RETENIR URINE 


Disease plasters 


Si—1t was neither Germany 
nor Russia that originated the is- 
suing of postage stamps with a 
charity premium (Letters, Febru- 
ary 24th). The pioneer was, as in 
so many other postal matters, 
the British colony of New South 
Wales. 

The stamps in questions ap- 
peared in June 1897, with the 
charity element being added to a 
fund for the building of a hospi- 
tal for consumptives. The phila- 
telic press was very hostile to this 
issue, roundly dismissing the 
stamps as "disease plasters”. As 
a result of this and similar issues 
from Victoria and Queensland, 
the Australian Post Office is 
barred from issuing any charity 
postage stamps! 

Bexhill, 
Sussex P.]. VAN GELDER 
ARES CE Soe ee SN ANE NANETTE 


A computer in the works 


Sin—One reason why productiv- 
ity has slowed down throughout 
the world and particularly in the 
United States (February 17th) is 
never mentioned: the prolifera- 
tion of computers and new com- 
munications devices that have 
grown with them. 

We automatically assume that 
computers are increasing pro- 
ductivity, and in many applica- 


tions they are. They enable peo- l 





ple to create, use and store 


considerably more information 
than previously. But much of 
this information is unnecessary 
at best and counterproductive at 
worst. Much time is wasted cre- 
ating it and then reacting to it 
once created. 

In the United States most 
computers are used in the ser- 
vice sector, where productivity 
has grown negligibly, not in 
manufacturing, where pro 
ductivity has grown dramatically 
in the past decade. 

New York ROBERT WILSON 
—— ———PH—————— | 


Censorship 


SIR— Your statement on Kenya's 
"infernal tower” (February 3rd), 
that no local newspapers had 
printed the government's re- 
think, does an injustice to t 
honourable exception. Hilary 
Ng'weno's courageous political 
Weekly Review carried a report 
on the matter in spité of receiv- 
ing instructions forbidding men- 
tion of it. 
Lilongwe, 


Malawi Davip MARKS 





Sir—*People power in Kuwait" 

(January 27th) and "Undemo- 
cratic Araby” (February 3rd) 
may have been good reading. 1 
trust that they did not contain 
unfounded assertions of a lack of 


freedom in some Middle East 


states. Alas, I shall never know 
as, inexplicably, the relevant 
pages of my copies disappeared 
prior to delivery, as coinci- 


dentally did those of my 
neighbours. 

Dhahran, 

Saudi Arabia J. SMITH 
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NEW MATERIALS IN 
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Demand for the new advanced materials— 
glass and carbon deii iie S and 


a variety of rai soy Sees 
ra tpi över the last few vean and. 


ustries such as aerospace, construction 
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. However, 
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of advanced material industries in Europe. 
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^ Commonwealth ae 


CHIEF PROJECT OFFICER 
Management Development Programme, HRDG 


The Management Development Programme, part of the Human 
ce Development Group, assists member governments in devel- 

1€ quality and effectiveness of public service managers and 

and has special responsibilities for small states. 

ë hief Project Officer will be responsible for planning and 

iplementing various management development activities, including 

aining, undertaking and directing research in key aspects of public 











Applicants, who must be. Comaiouweuii nationals, should have a 
Set inpar degree in public administration, management or a related 


field and substantial senior management experience including training 


and staff development. Equally important are consultancy and research 
experience at international or regional level, considerable. practical 
~ involvement in the management problems of developing countries and 


coeffective communication skills. As an equal opportunity employer, the 


"Secretariat especially welcomes applications from suitably . qualified 
women. 
The appointment is initially for three years. Salary range of £25,680- 
£28,416 (gross) per annum attracts no allowances and is subject to UK 
Income Tax and National Insurance deductions. For an overseas 
appointee installation and relocation. assistance are provided. Job 
description and further details are available on request. Please send CV 


with names and addresses of three. referees, quoting ON 21/90 by 11 f 


May 1990 to: 


Chief Personnel Officer, Commonwealth € Marlbor- 
ough House, Pall Mall, London SWIY 5HX. Telephone 071-839 
3411, extension 81 53/8134, Fax 071-930 0827. 


AN EQUAL OPPORTUNITIES EMPLOYER 


> 


1 nagement, contributing to the Group's work and maintaining and . 
vu developing close VOSRINE: liaks with. other international and regional 
^ agencies. 





ECONOMIST 


The International Finance Corporation (IFC), an in- 
ternational investment institution based in Washin 
ton, D.C. and an affiliate of the World Bank, is DAA 
ing an Economist for its Economics Department to: 


* Review private investment projects in developing 
countries from an economic and business per- 
spective 

* Write country risk analyses 

A * Manage industrial sector studies and contribute to 
IFC's publications, which focus on business in 
/| developing countries 
| * Work as par: ofa small team and interact with IFC's 
J Investment and Engineering Departments : 
WU Candidates should have a combination of econo- iig 
! mics and business degrees (Ph.D or Masters level in | 
both economics ad business] and a minimum of 5. 
years relevant experience relating to business; pro- | 
ven ability to write cogent reports in English, plus | 
ability to meet tight deadlines and handle multiple 
assignments. 
IFC offers a competitive compensation and benefits 
package including relocation expenses on appoint- 
ment and provision to maintain cultural ties with 
home country. 


Please send a detailed resume (in English) to: 
Cornelis de Kievit, Recruitment and Employment Of- 
LOW ficer, INTERNATIONAL FINANCE CORPORA- 
hs. N TION, Room | 2001, 1818 H Street, N.W. Washing- 
N 
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RECRUITMENT CONSULTANTS GROUP 
3 London Wall Buildings, London Wall, London ECeaM SP 
Tel: 01-585 3598 or 01-5853 3576 

Telex No. 887374 Fax No. 01-256 8501 









CJA 
LONDON 


A ‘challenging appointment to establish : a new estate agency from scratch — scope to progress to 
Managing Director within 3-12 months. 


GENERAL MANAGER — ESTATE AGENCY 







£80,000—£1 20009 


INTERNATIONAL GROUP OF ESTATE AGENCIES 


During the next three months, our clients will establish the London branch of their international paion 
Applications are invited from candidates aged 38-45 who are likely to be surveyors and will have at least 8 years 
practical successful experience in the estate agency business covering either commercial property sales and | easing 
or in the sale of high value domestic property in the London area. Leasing experience is essential. The last 2 years 
experience will have been at Director level, either running an estate agency or as the number two. The duties of the 
successful candidate will be to further develop the plan for the London business and with substantial backing. 
establish a new estate agency in central London to cover sales and leasing of commercial property as well as 
domestic property in excess of £500,000. Substantial contacts, commercial acumen, drive and resilience and tenacity 
are the key ingredients necessary to make a success of this unique opportunity. Initial remuneration by way of high - 
basic salary plus profit related bonus negotiable, £80,000 — £140,000 + car, pension, free life assurance, free medical 
cover. Applications in strict confidence under reference GM4712/E, to the bie is. Director. 

NB A need will aríse to fill additional vacancies at the top calibre property sales negotiator level. Interested applicants 
SO apply in didi under duabus SA1713/E to the Managing Director. 




















CAMPBELL-JOHNSTON ASSOCIATES S (MANAGEMENT RECRUITMENT CONSULTANTS) LTD., 3 LONDON WALL BUILDINGS, LONDON WALL, LONDON EC2M 5PJ. 
TELEPHONE 01-588 3588 or 01-588 3576. TELEX: 887374. FAX: 01-256 8501. 


FEDERAL MINISTRY OF AGRICULTURE 
AND NATURAL RESOURCES 


Forestry Management Evaluation and pore unit ATORMECY) 
^. PMB 5040 — 
IBADAN, NIGERIA 


VACANCIES 


^ Applications are invited from qualified specialists to implement the World Bank and African Dàyelaoment Bank assisted 
Forestry Development Programme in Nigeria. The positions are: 


1. MONITORING AND EVALUATION SPECIALISTS 


Qualifications required: A degree in forestry or related discipline with additional postgraduate qualifications and experience in 
Project Implementation. At least seven years of experience in project monitoring and evaluation required; documented 
cies sivi rab in monitoring and evaluation are required and should be submitted with application. Experience in Africa 
desirable. Candidates should be able to carry out analysis by means of micro-computers. 


2. SILVICULTURIST 


‘Qualifications —" The Silviculturist should have a degree in forestry and postgraduate qualification with at least seven 
years experience in afforestation and nursery production under arid and semi-arid conditions. He should have had considerable 
experience in planning for implementation of research programs and in translation of results into workable plans. He must be 
an effective team leader. In addition to fluency in written and spoken English a working knowledge of French would be an 


advantage. 
3. PLANNING CO-ORDINATOR | 


Qualifications required: A good University degree in Economics, Forest/Agricultural Economics, or other related discipline, with 
at least ten years post-qualification experience in sector planning, meee and evaluation. Experience i in use of computers for 


planning and evaluation i is required, 
4. FORESTRY EXTENSION EXPERT 


Qualifications required: A good University degree in Forestry/Agricultural Extension, Mass Communication, or in related 
discipline, with post-qualification experience in extension ot not less than seven years. Appreciable knowledge of and 
experience in modern extension techniques involving rural people in a tropical country are essential requirements, so also is an 
aptitude for development and training of extension staff. „Experience in working on T & V System of extension is desirable. 


5. FINANCIAL CONTROLLERS 


Qualifications. pended: Degree in accounting, ACA or CPA, member of-a recognised proteinai body of accountants. 
Experience in financial analysis is desirable. The Financial Controller should have leadership qualities and have at least seven 
years experience at a senior level in a large public corporation or equivalent, commercial EA RISS Experience i in large scale 
development Projects: and use of computers are requi 


"UTILISATION AND MARK 2 


| Qualifications required: A graduate forestry utilisation specialist or Econ th experience i in n marketing and utilisation of 
forest products, At least seven years experience is required. Experience i in Afri a PORMA 


TERMS AND PAYMENT ^ — | 
The successful Gandia will be initially offered two year contracts. Eroluments comprising a basic salay, overseas allowances 
and terminal gratuity will be within the range of US$20, 000 to U5$25,000 per annum. An additional cost of living allowance 
equivalent to US$7,500 to US$9,000 is paid in naira in Nigeria. All payments are free of Nigerian tax. Other benefits include 
llowances for dependants, education, installation and s ipment of personat effects; free Smee ove utilities; paid home 
leave of 30 working days. 
























































ME THOD OF APPLICA TION 
Candidates are required to submit five copies of their personal data, certificates and other credentials, The personal data should 
contain the following information: 


(a) Title of the post applied for 
(b) Full name. 
Current contact address (in addition to PO Box address) 
Permanent home address 
| Date and place of birth 
Sex 
Nationality po 
Marital status and number of children with. ages E 
EA and professional qualifications (with dates, name of institution attended and degree/certificate 
obtaine | 
() Working experience (positions held with dates, duties and responsibilities with special achievements) 
k). Name and address of present employer . 
1) Present rank, designation and salary 
| Names and. addresses of three referees, one whom must be the head of your current department. 


Applicants applying for more than one position should submit separate applications for each position. The covering envelope 
should clearly indicate post applied for. 





"All applications should reach: 
par S. P. Nair, Managing Director, Agroman Ltd, 34 New Caveridish Street, London W1M AH 
not: tlater than ONE MONTH from the date of this advertisement. Only short listed candidates will be invited for interviews. 


MOSHGUCEC 








The Australian National University 
Faculty of Economics and Commerce 
DEPARTMENT OF COMMERCE - 

ACCOUNTING/FINANCE/ACCOUNTING | 
INFORMATION SYSTEMS | 





LECTURER/SENIOR LECTURER d 


Applicants should have. an interest in one or more of the areas 
_, taught by the Department of Commerce which include financial 
and management accounting, financial accounting theory, corpo- 





| rate finance and investments, auditing, public sector accounting | 


and information systems. In addition to an Accounting major, and. ~ 
an Accounting Information Systerris sequence, the Department 
also offers a full Information Systems major in conjunction with 
the Department of Computer Science, 

Telephone enquiries should be addressed to the Head of Depart- 
ment, Roger Burritt, on 61 6 2493670 or fax 61 6 2490744. Further 


|l. particulars relating to the positions are available from the 


Registrar's office on 61 6 2494566 or fax 61 6 2495550. 

Closing date: 20 April 1990 | Ref: FE 22.3.1 
SALARY: Senior Lecturer A$42,703 - A$49,592 pa; Lecturer 
A$32,197 - A$41,841 pa; Senior Tutor A$27,953 - A$31,808 pa; 
Tutor A$23,414 - A$27,181 pa. APPOINTMENT: Unless otherwise 
stated Lecturer/Senior Lecturer, tenurable. Tutor/Senior Tutor up 
to two years, possibility of extension to five years. APPLICATIONS - 
should be submitted in duplicate to the Registrar, The Australian . 


National University, GPO Box 4, Canberra ACT 2601, Australia, | -4 
quoting reference number and including curriculum vitae, list of |. 
publications and names of at least three referees. The University - 


reserves the right not to make an appointment or to appoint by 
invitation at any time. Further information is available from the 
Registrar, or from Appointments (37686), Association of Common- — 
wealth Universities, 36 Gordon Square, London WC1H OPF: 

THE UNIVERSITY IS AN EQUAL OPPORTUNITY EMPLOYER 





KUWAIT INSTITUTE FOR SCIENTIFIC RESEARCH | 


Kuwait Institute for Scientific Research (KISR) is a non-profit 
organisation with a staff of more than 1,000 employees 


earth sciences; water resources; food resources; engi- 
neering; petroleum, petrochemicals and materials and 
techno-economics. | 


_KISR has a vacancy for the following field: 


ECONOMICS 


@ The role envisioned for the selected candidate would be 
that who lead a group of economists from different 
disciplines; direct economics program research activities; 
lead research projects and contribute to the overall train- 
ing program. | 

@ Qualifications | | 
Applicants should have a PhD in Economics with 15 years of 
experience in research or teaching and proven track record 
in directing and leading research teams and in 
publications. 


KISR offers attractive tax free salaries commensurate with ^ 
qualifications and perena and generous benefits that 
include gratuity, free furnished air-conditioned accommoda- 
tion, school tuition fees for children, contribution to a savings | 
plan, six weeks annual paid vacation, air tickets, free medical — 
care and life insurance. "a 


Interested applicants are requested to send their curriculum 
vitae with supporting information not later than one month 
from the date of this publication, to: 
Director General 
Kuwait Institute for Scientific Research 
PO Box 24885 Safat — JA 
13109 Safat — KUWAIT 


"RIL 7 1990 





s Candidates for the Wesen must be capable of providing 
. leadership in collaborative research with industry anc 


| 200 Union Street, Minneapolis, | x 
.. 0726. Deadline for receipt of application has been extended 


: specifically invites and encourages applications from women and minorities. 





à biet a ge ee ^s a ata al i eda A i 4 | dans te domaine agricole et autres domaines liés.à l'agriculture dans le 
engaged in applied research in the fields of environmental monde entier, étend ses activités en Afrique. ^ 1s 
an mor | 


Gestion de projet Préférablement un Economiste avec capacité de P 


Gestion de forêts capacité de planification, de vulgarisation et d 
1 Pécherie: 
" Acquaculture 


Les salaires seront compétitifs internationalement. Les candidats 


: vitae confidentiellementà: 


Telephone: 0225-462891; Fax: 0225-466018; _ 












Department of Computer Science : 
The University of Minnesota invites nominations and 
applications for the US WEST Land Grant Chair in 
Telecommunications. Of particular interest are candidat 
„with a strong research pack round appropriate to softwa " 
technology for broadband public communications and 
computing environments. ; 


















contributing significantly to the current research programs 
at the University of Minnesota, which include network 
architecture and protocol design for broadband high-speed 
communications, voice-data-video integration, intercón- 
nection of local. area networks, performance analysis and - 







modelling and multi-media communications. | | 
Applicants and nominees must have an outstanding re- 
search record, a strong interest in teaching, and a commit- . 
ment to the development of a nationally recognised - 
research program in telecommunications. | * 
Interested persons should write or call Professor David Fox, 

Chair of the Search Committee for the US WEST Chair, - 
epartment of Computer Science, University of Minnesota, — 
olis, MN 55455, Tel: 612 625. 















to May 31, 1990. 


The University of Minnesota is an equal opportunity educator and employer and $- 











AFRIQUE 


Landell Mills Associates qui offre des services d'ingénieurs-conseils et de E 
gestion de projets financés par des Organisations d'Aide Internationales | 








Nous sommes actuel lement à la recherche d'experts pour des missions 
de longues durées en Afrique de l'Ouest Francophone dans les 
disciplines suivantes: 









gestion financière, 10 années d'expérience de 
direction d'équipes (expatriés et nationaux) dan: 
| desprogrammes multi-secteurs. — B 
Economiste/ ^. Evaluation d'investissement/planification de - 
Analyste Financier projets, suivi et évaluation. x 
Agronome 








Expérience en conservation des sols et de l'eau 
Vulgarisation et formation avecaccentsur ^ - 
traction animale. — ae gs 
Gestion de projets concernant de petites unités 
fermiéres. | : re " aU "ae 
Expérience en vulgarisation des cultures en zor 
sahélienne avec accent sur la mécanisation, ` 
l'irrigation et la traction animale. E 








ingénieurs 
agricoles 









formation avec expérience en reforestation, agr 
sylviculture communautaire, fourrage. a 

. Technologues, économistes ou gestionnaires de. 
pécheries ou d'acquaculture. 







doivent parler couramment le Francais et avoir un minimum 
d'expérience professionelle de 5 a 10 ans. Priére envoyer curriculum 






Mr Bill Denne, Director, Africa Division 
Landeli Mills Associates 

Columbus House, Trossachs Drive 
Bath BA2 6RR, England 






Telex: 444670 LANMIL G | 
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oportunities 

The UK's biggest new urban development project offers the Hartlepool — provision of residential, leisure and business 
biggest opportunities to investors, developers and new industry: amenities and maritime-related enterprise at the new marina 
. High quality. factory units and: greenfield sites now available. complex. Teesside Park — specialist retail outlets at the ( 


E Over a million usd bid oe industrial and commercial Stockton racecourse, now being developed together with tne 
premises. under s Ed planned. Specia ae UK's largest leisure centre. Teesside opportunities — backed by 
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LY t» two things are certain about the 
rld's climate—and one of them is 
that it will always be unpredictable. The 
2 forces that govern it are preposterously inter- 
-twined, linking the chemistry of the deep 
Oceans to the physics of the stratosphere, the - 
ice-fields of the Arctic to the forest canopies - 
of the tropics. It is as difficult to find a single - 
~-use for a climate change as it is to pinpoint 
e sneeze on which to blame an epidemic of 

influenza. Such complexity leads to the other | 
certainty about climate: it is in perpetual flux. 

The change that concentrates the minds of politicians and 
scientists today lies in an abundance of carbon dioxide. This 
colourless, tasteless and non-toxic gas, constantly produced 
by every animal around, seems an unlikely source of worry. 
But it has special talents: it is a: much better trapper of heat 
than are the gases that make up the bulk of the atmosphere. 
That much is a certainty of molecular physics. There is no 
doubt that carbon dioxide— as well as several other gases, in- 
cluding methane and the man-made cFCs-—enhances the 
atmosphere's greenhouse effect. Because its level has been ris- 
ing ever since people took to burning wood, coal and what- 
have-you in industrial quantities, the amount of heat being 
trapped by it must be i increasing. | 

This greenhouse effect is not controversial. Neither is it 
.. synonymous with global warming. Evidence from the ice ages 
_ shows that the carbon-dioxide greenhouse has always played 
..**tucial role in shaping the climate, but only as one part of a 

^ aphony of effects which few people pay attention to (see 
pages 99-104). Other factors may redistribute extra heat in 
the atmosphere so as to leave temperatures at ground level 
unchanged. Spreading high wispy clouds might reflect sun- 
light back into space. Other mechanisms may need study, 
too, as climatic theories evolve. New discoveries always bring 
in their wake modish theories to explain them. 

- . The politicians who will gather in Washington in the com- 
ing week for President Bush's meeting on climate change will 
. hear the climatologists' current estimates: a warming of be- 
. tween 2°C and 6°C before 2100. They will also hear how ut- 
. terly uncertain those estimates are. The uncertainties will not 
- go away: political decisions about global warming will always 
: be made on a teetering balance of probabilities. If and when 
^ the warming starts (it is not clear that any greenhouse-caused 
-. warming has taken place so far) its future rate and effect will 
. remain in doubt. Arguments about whether greenhouse 
.. warming is already happening miss the point. It does not mat- 
. ter whether this May’s darling buds are shaken by greenhouse 
- winds or ordinary ones. What matters is whether future 











ones may not. 

































droughts will kill the trees they bloom o: 
. . People who seek to shape the clit 
ture should bear in mind the past. 
veals that climate change, once ti 
tends to gather a momentum of its own 
dn atmospheric carbon dioxide—smalle 
the rises predicted for this century anc 
© next—appear to set off ice ages. Once car 
dioxide levels are up, they stay up for 
ries. Another message from the past is 
even if a "greenhouse world" in which mar 
.. places are warmer and damper may be attra 

tive, getting ‘hate will not be. Most environments do not t 
kindly to sudden changes. Forests take time to migrate, 
deserts do not bloom overnight. Even a couple of degrees Cel- 
sius of warming in a century would still be much quicker than 
anything since the end of the most recent ice age. Rich coun- 
tries may be able to ride out such ecological HERO Poor 


Such lessons from ihe past: eed to be mixed with tomor- 
row’s uncertainties: it may never happen. For now, the wi 
course is to let the risk of global warming act as an extra spur 
for doing only those things that would be wise even if the 
were no such risk. These include banning the ozone-chomy 
ing CFCs, encouraging cleaner and more efficient engines, sa 
ing tropical forests from the torch and saw, exploring ener 
sources like the sun and the wind, and improving nucl 
power. To go beyond such: prudence i isa large step, be 
ing the beginning of a new endeavour: plar T 


The one-millennium manager. 


Man has often changed nature—wiping out a species ht 
stripping a region. of woodlands there—but in a piecer 
sort of way. Now people wonder whether to wield the 
that two centuries of technology have given them and 
shot at global air-conditioning: Waging war on carbon di 
ide by cutting down on the use of fossil fuels would be 
first step. The climate changes constantly, and - 
thinks he has seized the controls to avert some disas 
man-made alteration, he will be forever jiggling them. to st 
his world through natural changes that will follow. | 
If today's politicians worry about the greenhouse e ec 
their successors the day after tomorrow will have to. wo 
about ice ages. The next ice age is probably nearer in ti 
than the death of Julius Caesar, perhaps closer than the 
nation of Charlemagne. Such stretches of time sound than! 
fully huge to politicians. But if they start to play at plane 
management, they will need to learn to think in centuri 










NEW continent has been discovered. It is called 
. Europax. It had not been known to exist before, except 
nder the spears of the Roman legions and in the imagination 
one or two subsequent dictators who hoped to create an 
bedient silence from Biscay to the Urals. Otherwise Europe 


w 
Ye discovery of Europax is the work of those Europeans 
o, arguing that the past six months have hugely changed 
eir continent (which is true), go on to say the change is so 
ymplete that Europe's peace and security can soon be en- 
usted to the workings of a pan-European consensus. No 
iore need for old alliances: the "new structure" of the “CSCE 
process" will take care of it all. 
< Beware of vague nouns and sets of initials that make you 
grope for the reference books. These people are wrong, and 
Europe needs to see why. 
. The Conference on Security adi (Gsoperation in Eu- 
rope, which goes back to the Helsinki agreement of 1975, is a 
sort of roving conversation between 35 countries: all of Eu- 
rope except Albania, plus the United States and Canada. It 
has no organisation, no office, not a single employee. Despite 
that, it has done good work, and can do more now that com- 
munism has collapsed in Eastern Europe. But it cannot by 
_ itself guarantee the peace of Europe. The democracies of Eu- 
- rope—both pre- and post-1989— should not think it can re- 
_ place the NATO alliance between Europe and America. 
o. Two main lots of people are arguing that it can. One is the 
- Russians, who have been pushed out of Eastern Europe and 
therefore, it seems, want to push the Americans out of West- 
ern Europe. The Soviet Union continues to insist that all for- 
gn troops should leave Europe, and be replaced by the ab- 
tact virtue of "collective security". The Russians do not 
ally mean it, runs one hopeful theory; but unfortunately 
ley go on saying it. 
: The second set of CSCE-pushers i is a curious ance be- 
jeen Germany's anti-military left and its neo-nationalist 
right. The left, including a large part of the Social Democratic 
party, wants as few soldiers in Germany as possible. The na- 
onalist right wants Germany to be under as little foreign 
upervision as possible. For both, the CSCE is a suitably misty 
«cuse for getting rid of the Atlantic alliance. 
To say these people are wrong is not to say the CSCE has 
part to play in the new Europe. It has, and the West's 
overnments should be saying so clearly. That will please the 
erman Social Democrats, who may then be readier to let 
yme American troops stay in Germany, thus preserving the 
liance. And in fact there are several things this collection of 
countries is rather good at. 
One is keeping soldiers in their sige: It was the CSCE that 
set up the scheme by which any of the 35 countries can send 
pect rv h any big military exercise anywhere in Eu- 







































e letters CSCE cannot spell out the future of European security 


nd peace have not been words that run naturally together. 
for a growing number of the wishful-minded, they do. — 


rope. That was a good start in the supervision of armies. The 
CSCE could now take a hand in the far more complicated in- 
spections required by the army-cutting treaty being negoti- 
ated in Vienna. 

The CSCE is also a useful protector of liberties. Last year it 
arranged for any member-country suspecting another mem- 
ber of two specific human-rights violations to be able to go 
and interrogate the offending country. A year later, with so . 


much more of Europe run by free governments, it should be 


possible to lengthen that list of checkable human rights. Mrs 
Margaret Thatcher suggested on March 29th that the CSCE 
might even try to agree on a detailed description of what ~ 


‘truly free election consists of. Nowadays that proposal cot 
put the Soviet Union i in a 34-1 minority; but it is worth trying. 


A policeman that would. be self-handcuffed 


What this amorphous body cannot do is be the policeman of 
Europe, which is what both the Russians and too many Ger- 
mans say they want it to be. This is because it works on the 
unanimity principle. Its 35 countries say they can do nothing 
unless everybody agrees. There is a Vatican veto and a Lux- 
embourg veto as well as a Soviet veto, a German one, a 
French one. The Romanians can tell the rest of Europe not to 
interfere in Transylvania just as legitimately as Britain can tell 
the others to keep out of Ulster. Even in the ideal Europe of 
the twenty-first century, when all 35 members of the CSCE are 
free-market democracies, the vanishing of ideology will not 
mean the end of things that countries quarrel about. Think of 
the reawakened arguments about the borders of Poland and 
of Lithuania, and agree that history is not over. 

Very well, say the enthusiasts, then delegate the police- 
man's job to an inner cabinet of big countries, like the Se«- 


rity Council of the United Nations. That looks no bet 


This Supervisory Committee for Europe—consisting of Rus- 


sia, Germany, America, France and Britainl— would find it as 


hard to reach agreement as the permanent members of the 
Security Council do. It might be even harder in the narrow 
confines of Europe, where the big powers' interests rub so 
closely against each other. And the selection of the Supervi- 
sory Committee makes the imagination boggle. Would Po- 
land cede superior-power status to Germany, Or Italy and 
Spain to France, or Ireland to Britain? 

The international organisation of armed power, like the 
international organisation of economic power, can be done 
only by countries that know each other, trust each other, and 
have a clear idea of what they want to do. In the civilian life of 
Europe the body that comes closest to passing those tests is 
the European Community. In military matters it is NATO. 

Both these organisations must adapt themselves to post- 
1989 Europe. The Community will have to open its doors to 
new members from Eastern Europe when these countries are 
as fit for entry as, say, Greece and Portugal w were re (and it will 














have to mre sure it can n grow bigger without falling to pieces). 
The NATO alliance will have to settle down to the relatively 
humdrum job of keeping an eye on a smaller, remoter but still 
powerful Soviet army, nd watching out for possible non-Rus- 
sian dangers along Europe's southern flank. But the two of 
them remain the foundation stones of today's Europe. They 
made it what it is in 1990: without them, the liberation of 
Eastern Europe i would not have MIN so soon, Or per- 
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NOY Afr 3 win dart never meant 2r 
din Africo, i so little sorrow is be 
3 ist-Leninist mumbo-jumbo. But the system that it sup- 
posedly legitimised, the one-party state and: the command 
economy, has proved as appealing to Afrícan rulers as to au- 
tocrats anywhere. Now that the whole communist caboodle is 
in disrepute, those autocrats are looking increasingly antique. 
Many of their subjects are taking to the streets to point it out. 
The gap between government and governed i in Africa now 
looks wider than ever. = 
Zimbabwe's President Robert Musdbe woul Ano doubt 
dispute this. He has just won a presidential election with 78% 
of the vote, and his party has made an all-but-clean sweep in 
the parliamentary elections held at the same time. This, says 
Mr Mugabe, amounts to a mandate to make Zimbabwe a one- 
party state. It does not. Though the polls were kept open for 
: tiree long days, and despite every encouragement to go out 
and vote, nearly half the electorate stayed at home. 
- Mr Mugabe, friend of the Ceausescus, admirer of Kim I 
Eng is a genuine Marxist. You do not have to be one to 
^. make a case for the one-party state in Africa, a continent 
~~ aghose "nations" are artificial creations and whose opposition 
rties have usually been regionally and ethnically based. 
One-party believers argue that open politics merely promotes 
divisions. Yet one-party rule has failed to avert ethnic con- 
flict, and it has brought economic disaster too. It is no coin- 
cidence that the region's two most successful economies—Bo- 
tswana and Mauritius—are also multi-party democracies. 
Black Africa's 30 years of independence have generally 






been disappointing ones. Punctuated by coups, famines and 


wars, they have enabled few countries to escape miserable 
poverty. African leaders have attributed the blame to all man- 
ner of villains: the legacy of colonialism, the international 
trading system, superpower rivalry, the ‘weather. Many of 


these have indeed played their part. But so has misgovern- 


ment. And among the many commodities that black Africa is 
short of is official recognition of one basic ingredient of good 
government: the ability to get rid of bad ones. Almost no- 
where in the continent is it possible to throw the rascals out 
without resorting to force. 

The decline of superpower rivalry, coupled with South 


Africa’s withdrawal to its own borders, ma now mean: n fewer | 





er prestd at the passing of 

































haps at all. They are both essential. E 
Any European tempted to think othérwi e shi 
himself how he would feel if the peace and safety of his 
nent depended solely on the United Nations. To dis 
the Atlantic alliance, and replace it with "collective se 
under the CSCE, would be to rely upon a local version 
United Nations. If this is what President Mikhail Gi 


really wants, he must be told it will not do. 


ERE 


guedes joining in ” Africa’ $ A The new diss 
Eastern Europe's dramas may push Africa ever faster t 
margin of world. affairs, diverting both aid and the tric 
private foreign investment that has flowed Africa's way. 

Black Africa's cutlook was anyway bleak. Its foreign de 
last year was. 115% of GDP, compared with only 28% in 198 
Debt-service payments, capital flight and worsening term 
trade will draw a net $5.5 billion out of black Africa this y 
Africa is not servicing its debts in full; but what it does p 
absorbs more than a quarter of the value of its exports. Under 
that burden, Africans' living standards can hardly improve— 
and each year their numbers increase by more than 3%. Some 
countries’ debts cannot conceivably be repaid, ever. Zambia 
owes $1.2 billion to the mF and World Bank alone in loans 
that may not be written off or rescheduled. E 


To iunii to market 








their own ica mut elections T offer a park: ch 
There are a few hopeful signs. Benin has cast Marxism asi 
Mozambique did so even before Eastern Europe began 
change. Guinea may be taking a democratic turn, Nige 
trying to create a two-party system; even Tanzania's Mr Ju 
Nyerere has recently said that his people should not dogn 
cally assume that “a single party is God's wish". But 
leaders cling to the one-party state, whether capitalist- 
ented as in Kenya, or socialist-leaning as in Congo. 

It may be unrealistic to expect them to abandon it sa 
But two reforms would mitigate its stultifying effects. 
would be a limit—of perhaps ten years—to the term tha 
one person could serve as president. That might help to 
tain the personal power of individuals, even if it did litt! 
loosen the stranglehold of the party. For that, something 
is needed: a market economy. In this, Africa is no differ 
from Eastern Europe. Both need all the help they can ge 
encourage the growth of private firms and individual ente 
prise. In time economic freedom will breed political freedo: 

Multi-party democracy and free markets serve the peop 
of every other continent. To argue that Africans are ni 
"ready" for them is a device to keep autocrats in power, at 
an insult to those they misrule. 


















À nastier brand of politics faces a weakened government 


T HAS been a lousy week for British self-esteem and for 
„Mrs Thatcher’s struggling government. Rampaging pris- 
iers in Manchester's Strangeways jail appear to have at- 
cked each other like animals, in an outburst more savage 
an anything seen in British prisons this century. And in 
ie of the smartest streets of central London, a rally against 
'itain's new poll tax turned into the worst assault on police 


cing prevented poll-tax martyrdom around Trafalgar 


Each event fulfilled a warning of long standing; each was 
artling in the scale of its violence, and each held a magnify- 
g glass to one of the graver social problems of Britain today. 
jualid, overcrowded Victorian jails like Strangeways put 
ieir inmates through degradation out of keeping with mod- 
rn European democracy. The poll-tax riot paraded another 
kind of alienation. The area around Trafalgar square was 
smashed up by people keen to portray themselves as political 
dissenters—the vanguard of a semi-politicised underclass that 
has been little noticed by ordinary Britons. 

_. Britain was already aware that it is too prone to send too 
many people to prisons that are too nasty. The Strangeways 
- break-out was a grim reminder of this ingrained misguided- 
- ness and of the slowness of progress towards righting it. The 
. violence being provoked by the poll tax is more startling be- 
cause, unlike football riots or prison disturbances, it is a 
_ brand of political activism that Britons proudly thought 
_ themselves immune to. 


Voting with their fists 
The poll-tax riot was more than a political version of football 
yobbery, though drink and hooliganism played their part. 
he police were here faced with violent political campaign- 
s—groups that have identified the tax as a straight chal- 
nge to all those living on the edges of British society. The tax 
for many, as it was meant to be, a hard dose of local civic 
esponsibility. The new activists are fighting this dose with 


'HOSE happy black times. hen: the Rev Jesse Jackson, 
| running for president, made white America sit up and 
ke notice have faded away. Today's black Americans have 
ason to be uncomfortable with their politicians—particu- 
rly those who are seen as black leaders, rather than as lead- 


s who happ en to be black. - 





| property for more than 100 years. Only luck and brave 


Pack entrepreneurs, please 


merican blacks now need ¢ economic more than political leadership 
































their fists and are unlikely to acquiesce as the tax is applied. 
Violence against the poll tax feeds upon the breadth of 
public misgiving about it. Public reactions to last Saturday's 


= violence were muted; even Londoners trapped by the may- 


hem could be seen responding with no more than a shrug of 
the shoulders. This is a dangerous public apathy, and more 


politicians should be saying so in unambiguous terms. In- 


stead, there are Labour MPs who advocate non-payment of 
the tax. À mild man's licence to mild illegality is a wilder one's 
go-ahead to say it with firebombs. 

Like the Paris riots of 1968, the violence that has greeted 


the poll tax. suggests that British democracy is now shgt 


through with a sense of alienation. Violent confrontation 
nothing new in Britain: during Margaret Thatcher's three 
terms of office since 1979, riots scarred the inner cities and 
the conduct of both the miners’ strike and the printers’ cam- 
paign against Rupert Murdoch. But there was a strong under- 
current of sympathy for Mrs Thatcher's government when- 
ever it tackled an entrenched vested interest that was ready to 
defend itself with violence. The public might have had little 
stomach for the fight, but knew deep down that the govern- 
ment was right to fight it. 

This time the mood is different; the way that venom to- 
wards the British prime minister has brought disparate pro- 
testers together cannot be ignored. And this time, the govern- 
ment itself is scrambling for ways out of its poll-tax crisis— 
ways that undermine the convictions on which the whole 
well-intentioned but ill-thought-out exercise is based. How 
can a tax promote local political responsibility if its tough sim- 
plicity is blurred with tinkering and capping from Whitehall? 

In the 1970s British voters twice turned their back on 
prime ministers entangled in serious unrest—first Edw; 
Heath as he confronted the coal miners in 1974, then Jari 
Callaghan as he struggled with public sector workers during 
the 1979 “winter of discontent”. By conviction-power, Mrs 
Thatcher has successfully defied such precedents for more 
than a decade. The poll tax is sapping that power away. 











Mr Jackson himself, regally decisive TM hi will not run 
for mayor of Washington, DC, has yet to make it to an elected 
office. Mr Marion Barry, the present mayor, indicted for 
smoking cocaine, returns from his alcoholtreatment pro- 
gramme and refuses to resign. Mr Louis Farrakhan, of the 
black nationalist Nation.of Islam, demands a greater role in | 








national politics, telling the world of the flying saucers that 
send him messages. In Chicago, Mr Gus Savage, a black mem- 


-ber of Congress, reads out a list of the Jewish contributors to. 


the campaign of his black opponent, trusting this will dis- 
credit that opponent. Two members of Congress's black lead- 
ership have to be dragged into dissociating themselves from 
Mr Savage's nasty game. Is this the leadership blacks need? 
First, a qualification: it would insult black America to 
make too much of bad-apple political behaviour, or to im- 
pugn every Jackson with the sins of a Farrakhan. White 
America, after all, is not short of politicians who are corrupt, 
red or whatever. Neither barrel is clean or rotten right 
Mr Savage and Mr Farrakhan do not speak for all 
ican blacks: ask the blacks who nearly unseated Mr Sav- 
- age in Chicago's Democratic primary last month, and who 
. openly spoke of the shame his politics of hate instilled in 
. them. Ask Governor Douglas Wilder of Virginia, or Mayor 
.. David Dinkins of New York, neither of whom would have 
— :been elected if their constituencies had been black only. If Mr 
‘Andrew Young wins the governorship of Georgia it will be 
‘cause both whites and blacks think him the best man. 














Forget politics 

Yet black politics acts increasingly as a diversion from the 
critical path towards black advancement. It is damaged by the 
monopoly power of the Democratic party, which does not 
bring the best men forward. Many black politicians owe their 
position less to their ability than to the way they time-serve in 
city Democratic machines, delivering their wards to the boss 
in City Hall. The one-party nature of black politics means 
that many Republicans (who have a habit of winning the pres- 
idency) see little need to satisfy black political demands. 


Reins for Baby Bells 


da Ma Bell's afpa roam due but not to become baby-bullies 


k I TIS six years since America’s trustbusters broke up Ma 
Bell. The aim was to stop American Telephone and Tele- 
graph (AT&T) abusing a continent-wide monopoly in the sup- 
ply of telephone lines. AT&T is no longer able to control the 
telecoms-equipment market and to keep price-cutting com- 
petitors out of long-distance telephony. To that extent, the 
break-up has worked. But the Baby Bells—the seven heavily- 
regulated regional telephone companies that were born of 
AT&T—say they should no longer be constrained, muttering 
that America’s international competitiveness is at risk. Con- 
gressmen, now considering draft legislation to set the Baby 
Bells free, should not be deflected by such fashionable argu- 
ment. The Baby Bells are understandably itching to expand in 
what is now a $165 billion-a-year business, but they should be 
given more rein only if competition is enhanced. 

The Baby Bells do not like being stopped from being full- 
fledged telephone companies. Unlike British Telecom or Nip- 
pon Telegraph and Telephone, they cannot carry long-dis- 

tance calls, make telephone equipment or sell information 





ters, public-housing organisers, doctors and teachers w 


civil-rights organisations themselves acknowledge, to th 





































Worse, the competition between ideas that two-p 
would bring to blacks is now lacking. pop 

Politics was vitai for black advancement in the 1960. 
1970s, but is less so nowadays. Mr Jackson's presiden 
paigns fed black self-esteem— but also stoked up 
that black America remains in need of political, asopp 
economic, leadership. The true black “leadership” is. 
terminous with black politicians who manage to stay 
spotlight. In every city there are lawyers, businessmen, 





cadences. are less emotive than the politicians' but whose 
tribution to black prosperity is more real. i 
The battle for civil rights has given way, as most of tl 


tle for "economic empowerment". After a legal foundat 

has been laid, any minority's prosperity will depend le 
political largesse and more on economic dynamism. Re 
able men may differ on the adequacy of the foundati 
America's laws against discrimination. But none can « 
that the time has come to build black prosperity on it 
median income of America’s black families has barely budg 
over the past decade. 

This is why one of the vital findings of America’s i 
census will be the level of black entrepreneurship. In 1 
1.3796 of blacks were self-employed, compared with 1.9296 o: 
Hispanics (and 5.896 of whites). Recent, largely anecdotal, e 
dence suggests that the level of Mexican-American busines 
formation continues to grow faster than that of blacks. Tru 
some Mexican entrepreneurs are immigrants and therefor: 
almost by definition, more willing to take risks than nativ 
born Americans. But black, home-grown economic dyn 
mism is urgently needed. 


over their lines. That has i — ub eM. su 
as Northern Telecom get established in the market, at 
brought long-distance telephone rates down as competii 
long-distance carriers have hooked, by right, into the Ba 
Bells local networks. Intricate regulation might 
achieved the same, but the simple break-up and bans enst 
simply that the Baby Bells were not to use their mono 
local telephone calls to bludgeon business rivals. © . 

What guarantees would there be that the Baby Bell: wo 
not again revert to the old ways if Congress approves the 
arate proposals of Representative Edward Markey of Ma 
chusetts and Senator Fritz Hollings to let the Baby Bells 
information services and make equipment? The Baby Bells z 
not so tiny. Each is about the size of Digital Equipme: 
America’s second-biggest computer maker. That alone wou 
make them big fish in the market. f 

Yet bigness alone is no sin: if the Baby Bells were excluded 
because of their size, then information or equipment sug 
ers such as IBM, General Electric or General Motors, s 












































) a and heen Eu occur. E would be i impossi- 
e to make sure that a Baby Bell would not give its long- 
tance or information-service subsidiaries better and 
eaper local connections than those offered to rivals. 


T ounce sored 


ie best way to prevent this is to continue to Dun. Baby Bells 
m long-distance telephony and from providing informa- 
:services over their own networks. Making equipment 
selling information services oe can be better po- 





HE recent scrapping of plans for new roads across Lon- 
A don brought cheers from Friends of the Earth and re- 
lieved house-owners, groans from the Royal Automobile 
Club, and indifference from most of London's citizenry. 
Their complacency is worrying. In the trave-hungry, environ- 
-ment-conscious 1990s, great cities will be judged on the way 
that they reconcile these two irreconcilable tastes, letting peo- 
le travel through and around briskly, but also inoffensivels. 
On that twin-criterion, London is sliding down the league ta- 


| pad on's inadequate transport has affected mainly 
Some commuters, despairing at the daily horror 


the rush-hour M25, have moved their work to less hectic 
ces like Basingstoke or Bristol, aided by companies setting 
ip new offices there. That is no bad thing: Britain's wealth 
an usefully be spread around. The damage will threaten 
vhen foreign tourists and businessmen, seething through 
heir one-hour tube or taxi rides from Heathrow airport, de- 
ide that London no longer works as well as rival European 
service and financial centres. Without energetic rethinking of 
.ondon's transport, that disillusion could set in quickly. 
- No single measure of congestion or squalor proves Lon- 
on’s transport significantly worse than other cities’. What 
stinguishes it from New York, Paris or Tokyo is its lack of 
infrastructure plan. London's road network is woefully un- 
en—the main arteries from the north and west have six 
1es; the main one from the south has two. Its tube and rail 
vorks are relics of the nineteenth century that have not 
en updated to cope with the patterns of travel today. True, 
ere are plenty of plans about for lines to carry people to the 
lands, or to link suburban railway stations with new 
, id lines through hei centre, like Paris’s RER. 











| liced by the tegülatots— given a robust marke 


ern line on the underground, the Archway Road. 





to set t bench- 
marks. There were few competitors against which to compare 
the old AT&T to see if it was misbehaving. That is no longer 
the case, so there is less reason to constrain the Baby Bells 
here. Recent extensive anti-Baby Bell publicity shows that the 
rest of the telecoms industry knows how to call foul. . . 
There would be two other dangers to forestall—that the 
Baby Bells might recombine by linking up their new busi- 
nesses, and that they might cross-subsidise them from their 
local monopolies. Yet time has let the Baby Bells grow apart. 
They are little more likely to collude with each other than 
with any other company. Cross-subsidy is a threat, but easily 
tackled. Congress should insist that the prices on which the 
Baby Bells make their monopoly profits be geared to inflation 
rather than to return-on-assets. Such a change would deter 
cross-subsidy because Baby Bells would gain nothing in de- 
pressing the profits of their monopoly businesses by loading 
them with costs from their competitive ones. 


But decisions on them are being taken piecemeal, according 
to shifting criteria and at least five years late. 

In abandoning new road plans for London Mr Cecil Par- 
kinson, Britain's transport secretary, hopes that some cre- 
ative tinkering with bus lanes and parking bans will take the 


strain. It won't. New tube lines will take years to appear. Until 


they do, people ever more inclined to use cars will not see any 
palatable alternative to help them change their ways. 


Make them pay 


Suppose that Mr Parkinson was right to bow to the environ- 
mentalists and accept that there are limits to how many roads 

can be crammed into London without destroying its particu. 
lar charms. Then he was wrong not to proclaim t 
undodgeable implication for London's economy. If roads re- 
main both scarce and free to the user, the growing demand 
for travel will clog them to the point where they are unpleas- 
ant for everybody and unbearable for those who most need to 
move along them. So London must charge drivers for time 
spent on its arterial roads, using price both to tation the 
scarce roadspace and to make investment in public transport 
a more viable proposition. 

Politicians shy away from even "-— of such a 
scheme: road-pricing sounds like another regressive tax, while 
traffic jams masquerade as self-imposed misery. Yet the longer 
they delay, the more painful the step will be; for tlie greater 
the overcrowding, the higher the price needed to contain it. 
Well-presented, as the logical alternative to the underpasses 
and tunnels that Londoners won't countenance and as the 
handmaiden of better public transport, road-pricing need not 
seem so mightily offensive. Does a clear run from the West 
End to Heathrow airport for a fiver sound a swindle? — 









































































3937. 3 3,750.8 
opera djéri xa s. ; 3,186.0 
Share of profits of associated. 
companies 113.6 99.7 
Profit before taxation 3,904.6 — 3,285.7 
Taxation 1 569.7 - 446.9 
Profit after taxation 3,334.9 2,838.8 
Minority interest 14.3 15.1 
Profit attributable to shareholders. (007 $396 . 00 21837 
Dividend - 1,203.1. 1,031.2 
Retained profit for the year 2, 117 5 1,792.5 
Earnings per share is. 98.6¢ 
Dividend per share —O410€ 36.0 
Note 1 1989 — 1988 
HK$M |" HK$M 
The taxation charge comprises 
The Company and subsidiaries: " | 
Hong Kong profitstàx = 180.7 145.5 
. Overseas taxation — 00 352. 231.7 
' : Deferred taxation 32.6 95.5 
Under/(over) provision in 
respect of previous years 18.9 (41.7) 
E 554.3 431.0 
4 Associated companies: 
,, Hong Kong profits tax . 45.4 15.9 








569.7 446.9 











Hong Kong profits tax is calculated at 16% per cent. (1988: 17 per cent, t.) on the assessable 
profits for the year. Overseas taxation is calculated at rates of tax applicable to assessable 
profits in countries in which the Company is assessed for tax. 


Note 2 

Directors' interest, including associates 

At 31 December 1989 the following directors held beneficial interests in the shares of Cathay 
Pacific Airways Limited: 


HMP Miles 50,000 
B P Wong 20,000 
H L Fan (alternate director) - [0,000 
HC Lee 10,000 


Other than as stated above, the directors of Cathay Pacific Airways Limited and their 
associates held no interests, whether beneficial or non-beneficial, in the share capital of 
Cathay Pacific Airways Limited or its subsidiaries. 


Earnings per share: 1989 has been another year of expansion and record results. The high 
level of demand for both passenger and cargo services enabled the airline to operate throughout 
the year at a load factor of 75.6 per cent. which was marginally above the record level achieved 
in the previous year. Although operating profit margins were adversely ; affected by increased 
costs, a substantial improvement in the return from the funds with investment managers 
contributed much to these results. The profit attributable to shareholders increased by 176 per 
cent. over the 1988 results to HK$3,3206 million. 


. CITIC Hong Kong held a 38 per cent. interest in the share capital of Dragonair, excluding its: 


26th May 1990. The share register will be closed from 14th May 1990 to 26t May 19 
dates inclusive. The total dividend for 1989 would thus amount to 42 (€ per: share a ag 
36.0¢ per share paid in respect of 1988. 















Operations: To meet the growing demand for air travel, six additional aircraft were i 
into service during the yee These included the first two of the Company's commitment fo 
‘fifteen ultra long range Boeing 747-400 aircraft which have been deployed primarily on” 
European routes, A third such aircraft was acquired on a short-term operating lease basi 
Three TriStars were alse acquired. The total capacity of the airline increased by 9.2 per cen 
and the revenue load factor was 75.6 per cetit. compared with the 75.4 per cent. achieved 
in 1988. At the end of the year the Company operated a total of 36 wide-bodied aircraft, - 
19 Boeing 747s and 17 TriStars. ` 


Financing: Net borrowings at 3st December, 1989 amounted to HK$2,748.4 million: 
compared with HK$4,666.7 million a year earlier, The decrease reflects partly the retained 
cash flow from airline operations and favourable foreign exchange movements, particularly |. 
the amount of commitments affected by the drop in the value of the Yen. The weaker Yen aho. 
accounted partly for the reduction in the amount of the long term unrealized exchange loss on - 
foreign currency financings from. HK$4,157.4 mil lion at Jist December, 1988 to HK$2,731,9 
million at 31st December, 1989. These financings are denominated in foreign currencies in 
which the Company earns revenue surpluses thus effectively hedging these liabilities. 


Dragonair: In January 1990 the Company and Swire Pacific Limited agreed with the principal 
shareholders of Hong Kong Dragon Airlines Limited (^Dragonair"), China International Trust 
& Investment Corporation Hong Kong (Holdings) Limited ("CITIC Hong Kong") and i 
Mr. Ronald Chao, that the Group would purchase 240 million shares of HK$! each representing 
30 per cent. of Dragonair's issued share capital of HK$800 million at a cost of approrioiey 
HK$294 million. At the same time Swire Pacific Limited purchased 40 million shares of- 

HK$! each representing 5 per cent. of Dragonair's share capital. Following these transactions, 


























































interest as a significant minority shareholder in the Company, and Mr. Ronald Chao held à 22 
per cent. interest ín that company. At the same time the Company entered into a managenient. 
services agreement to manage Dragonair. A number of senior personnel, including the Chief 
Operating Officer have been seconded to Dragonair from the Company. 


Prospects: Load factors in 1990 are expected to remain high, particularly i in respect of: 
passenger traffic, although cargo activity may grow at a more moderate level. The Company | 
is planning to increase capacity by almost 20 per cent. to meet this forecast demand. — 


Operating margins will be affected in 1990 by substantially increased costs, particularly is in 
respect of personnel and, as appears to be likely, also in respect of fuel; there will be only 
limited opportunities to increase yields. However, in the absence of other adverse factors the 
Group is looking forward to another good year. — 


Forecasts for passenger and cargo traffic demand i in the medium to long term remain strani i! 
At the end of 1989 there was a commitment outstanding for a total of nine long range Boein 
747-400 aircraft. There was alse a Boeing 747-200 freighter on order. Subsequent to the end 
of the year the Company has coaverted into firm orders its options for four Boeing 747-400s. 
to be delivered in 1992 and entered into an option agreement with Boeing Company for 
further Boeing 747-400 aircraft to be delivered in 1996 and 1997. In the first half of 1991 a. 
decision will be made on whether to convert options for five more Boeing 747-400 passe 
aircraft (estimated value US$70) million) into firm orders. These options form part ofa. s 
of options for Boeing 747-400s extending over a period, conversion of which is requires 
advance of the relevant delivery years. An eighteenth TriStar has also been acquired in 1990 
to meet current demand. Arrangements have been made for the future disposal of the." 
fleet and in that respect orders for ten Airbus A330s for delivery commencing in 1995 hav 
been placed and options for further such aircraft are available. Having regard to the full erde 
books of the aircraft manufactuzers which now extend for several years, the Company i is 
particularly well placed to obtain the new capacity which it will need. 





Earnings per share aye calculated by reference to the profit attributable to shareholders of HK$3, 3206 
million G988: HK$2,8237 million? and to the 2,864,511,540 shares in issue throughout the year (1988: - 
2 864,511,540 shares). The annual report for 1989 including the cheirman's statement and the audited — 
accounts for the year ended Hst December 1989 will be sent to shareholders on 3rd May 1990. 


D.A. Gledhill 
Chairman .. 






Hong Kong, 27th March 1990 
































In the 1990's we expect the Asian economies to 
be amongst the fastest growth areas in the World. 
Investing in this success however can be difficult 
for many of the Asian stock markets are still 

closed to outsiders and investors may only wish 
to commit a small amount of money to new 
and untested stockmarkets. 


MIM Britannia now has the answer — 
the Asia Tiger Warrant Fund. 


Asian equity warrants provide a “geared” or 
“leveraged” exposure to equities. As a result both 
risk and potential gains are much greater with this 
type of fund than ordinary equity funds. 


The gearing inherent in warrants will increase 
the risk and potential reward to investors in the 
Fund, we therefore recommend that investors do 
not expose more than 1-2% of their total 
portfolio to the Asia Tiger Warrant Fund. 


To. MIM Britannia International Lüsicd. 
P.O. Box 271, MIM Britannia House, Grenville Street, 5t. Helier, Jersey, C.L 


Piease send me the prospectus for. 
The MIM Britannia Asia Tiger Warrant Pund | 
(on the terms of which alone applications will be accepted). 


AM ARAL VIA ISI SAAC AMR ANA ABA NA RARI RAN AAMAS SI EH A SPERANT ARA SN ARRAS AA ROMANE MEA AAAA m t i P PCI ANA PA NN NAMA PON LHP AN PERSA NAH EA A ARC ONE Ar S Pin rs s P nn rona fg ru rp e ran arp 


{with to be contacted by Finacial Adviser wh it familiar with your produc c 
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MIM Britannia House 
P.O. Box 271, Greaville Street, St. Helier, Jersey, Channel Islands. 
Telephone: (0534) 73114 Telecopier: (0534) 73174 
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MINIMUM INVESTMENT - U.S.35,000 


The Fund is denominated in U.S. dollars 
and was launched on 22nd January 1990 at 
U.S.$2.00 per share. Investment can be 


accepted in any freely convertible currency _ 


through the Currency Conversion Service. 


Tt should be noted that past performance 


. js not necessarily a guide to the future. 


The value of shares can fall as well as rise. 
Investors may not get back the amount 
originally invested. 


The Fund has an initial charge ot 676 | 
and annual charges of 2.675%. _ pe 


The Fund is an open-ended investment - 
company (SICAV), based in Luxembourg 
and its shares are listed on the Luxembourg 


|. Stock Exchange. 


Registered Office: 14, Rue A idris, 
Luxembourg - R.C., Luxembourg B24400. 


-MIM Britannia International Limited ts 
the General Portfolio Manager and has been 
appointed distributor of the Fund having | 
received a permit to act as functionary to the | 
Fund under the Collective Investment 


Funds {Jersey} Law J 1988.. 













/BOOK PUBLISHING - 


The diseconomies of scale 


The. moneymen have plunged into the world of books. But they are not 
finding i it an easy place to make money in 


DEW industries straddle the opposing in- 
terests of art and business as uncomfort- 
ably as book publishing. Trying to serve 
these two masters has always been difficult; 
today some people think it impossible. Au- 
“Lors and editors have left publishing 
uses and even marched in the streets to 
“protest against “the bottom line". Yet busi- 
nessmen, pursuing that same bottom line, 
have lost millions. What has gone wrong? 

From a business standpoint, making 
and selling books is an annoyingly quaint 
and fiddly industry. Book sales last year to- 
talled around $15 billion in America and $4 
billion in Britain. Over half of this was spent 
on educational and professional books; 
“consumer” books (general fiction and non- 
fiction) brought in just $6 billion in America 
and $2 billion in Britain. No huge figures; 
yet, to keep the trade moving, 50,000 new 
titles appeared i in each country. 

More curious even than its product mix 
are the people who work in book publish- 
ing. Creative workers in Hollywood or Mad- 
ison Avenue can be bribed into feeling part 
of the market culture that employs them. 
But watering-holes in Bloomsbury and 
Greenwich Village still abound with editors 

~z take a perverse pride in their miserable 
ries, their dingy offices and their compa- 
nies’ puny profit margins. 


Even so, publishing has been swept into 





the hands of a few big TO E TET Take- 
overs, often at prices 25 times the profits of 
the target, have left an industry dominated 


by press barons such as Mr Rupert Mur- 
doch, Mr Robert Maxwell and Mr S. I. 
Newhouse, and by multimedia giants like 
America's Time Warner, West Germany's 
Bertelsmann and France's Hachette. 

The results so far have been dismal, 
whether in terms of art or money. At the 
end of last year Simon & Schuster made a 
special provision of $140m for such things 
as unearned royalties and obsolete inven- 
tory. Houghton Mifflin and Harcourt Brace 
Jovanovich have made smaller write-downs. 
Other houses may have to do the same. 

In March Random House fired Mr An- 
dré Schiffrin, the chief of Pantheon, its loss- 


making "literary" imprint. Six editors quit. 
in sympathy. Writers and publishers demon- 


strated outside Random House, and 150 au- 
thors signed a letter protesting against. "an 
assault on editorial independence". Accord- 
ing to one veteran editor, commercial pres- 
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sive literary agent called Andrew Wylie 
-gues that publishers, like uneducated « 

“dren, have not got even the first pri 
tight. First they cannot read (books are 
with misprints and errors, indexes ar 


^trash"). Second, they cannot add (henc 
> their financial problems). They end up fail 


j gues that there is nothing structurally wron 


..either give up such books or get out of t 


sure has led to “too many books 
the consumer, not enough at the r 
Others worry about the hyping of am 
author who is reasonably good-lookin 
writes a reasonably good first book, 
Jay Mclnerney or Brett Easton Ellis (bot 
whose subsequent books flopped). 
















































Out from the cottage 
The industry’s current bogeyman, an ag 


rect and “too much money is being spe 


ing both culture and mammon. Mr Wylie; 


with publishing: all it needs is better people. 

A simpler view, put forward by some ex- 
perienced people in the trade, is that books 
cannot serve both art and profit, because 
the sort of people interested in producing. 
books worth reading are not (and ought not 
to be) mainly driven by money. The con- 
glomerate publishers, on this view, should. 


business altogether. - | 
This line of argument déflecta an age 
when publishing was a cottage: industry 
when Alfred Knopf would not publish 
author whom he would not invite to dinn 
when bookshop assistants had read (o 
least heard of) most of the authors in thei 
musty dens; and. when. authors thought} 
immoral to ask for advances. ` 
If this golden age ever existed, it 
tainly does not now. The market for 
has changed. As post-war Ameri 
flocked to college; demand for books 
Bookstores consolidated into chains. 
like other American retailers, followed th 
customers out of the cities and into C 
suburban shopping malls. The new ch 
gaudy pile-em-high-and-sell- em-cheap 





























































de annoys purists, but i it also } ) 
aged less intellectual types to buy boots 

^. American book sales rose by 25% in 
each of the two decades prior to 1985. 
Waldenbooks, America's biggest bookseller, 
now has over 1,200 shops. In Eritain too 
specialist retailers such as Dillons and 
- Waterstones have increased their sales, de- 
spite the “net book agreement”, which al- 
lows publishers to fix and enforce the retail 
price of their books, and so keeps prices up 
and sales down. 
~ Authors have not remained virginally 
untouched by market forces. No 
longer do they rely on dinner invita- 
tions; they hire agents, who, in ex- 
change for 10% of the advance, make 
sure it is a big one. The pace was set 
uring the 1970s by soaring prices 
aid for paperback rights. In 1968 the 
rights to “The Godfather" were sold 
for $410,000; by 1980 sums of $1m 
were common. During the 1980s 
hardbacks took up the running. Ste- 
phen King's current four-book con- 
tract is worth over $30m. 

* While retail sales galloped along, 
publishers began to detect another 
"trend: the "global" book. One early 
example was Alex Haley's “Roots”. 
.. Umberto Eco’s “The Name of the 
Rose” is another. Now books by au- 

thors as diverse as Gore Vidal, john 
= Le Carré and Gabriel Garcia Mar- 
= quez sell worldwide, just as records by 
Michael Jackson or Pavarotti do. 

This changing environment 
makes publishing look deceptively 
like just another entertainment busi- 
ness. Like films and records, it has 
high fixed costs (the cost of making 
vand selling 10,000 hardback books in 
“Britain is only double that of selling 
. 1,000). It relies heavily on a few hits 
to pay for all the misses (roughly two 
itles in three lose money). And, as in 
Hollywood, nobody knows what will 
iit and what will miss. Who foresaw 
e popular success of Steven 
Hawkings “A Brief History of 

"ime"? 

- . The way to success in such an in- 
dustry, argue the conglomerates, is to 
be big. Like a film studio, a publishing 
house needs to be rich enough to en- 
ure that its production pipeline is 
full and to pay big advances to popu- 
lar authors like Mr King, whose 
books are usually as successful (and 
pensive) as Mr Steven Spielberg’s 
films. And only a diversified giobal 
publisher can grab all the various 
hardback and paperback profits from 
ts best-sellers around the world. 

. That is the theory. Making it 
work in an. industry as fiddly and un- 
wusinesslike as book publishing was 
always going to be difficult. In the 
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event, ‘by averspending : and overproduring, 
the new conglomerate publishers have dug 


themselves into a hole. 


Shrinking margins 

Their trouble is that books are not, after all, 
films or records. Technology and deregula- 
tion have given companies in those indus- 
tries new hardware to sell (videos and the 
compact disc) and new markets (vcRs and 
satellite television). But book publishers 
have only two products, the hardback and 
the paperback, and associated rights. Yet 








deals struck both with retailers and with au- 3 





thors have relied on the market going ever 
on up as fast as it did until the mid-1980s. 
Five years ago, says one big British pub- 
lishing company, it could break even if a 
hardback book sold 2,000 copies; now it 
needs to sell 3,500. A paperback that 
needed to sell only 5,000 copies must now 
sell 15,000. In 1980, 4096 of a book's cover 
price went to the bookseller. Now American 
chains demand 5096; Britain's biggest book- 
seller, WH Smith, gets 48%. Marketing, pre- 
viously a negligible expense for most titles, 
but now essential to persuade the 
chains to stock the book, may add an- 
other 5-1096. Authors, previously 
happy with royalties of 1096, now get 
1596 or more. Only the printer's bill 
has shrunk, from 1596 to 1096. 
So the publisher's share has 
-shrunk from around 3096 to 20% of 
the cover price. Yet his costs have not 
shrunk, because he still publishes t-- 
many books. Each fresh book is . 
other fixed cost. Distributing three 
different books to a bookseller is 
more expensive than sending three 
copies of the same one. Yet the over- 
all amount of money that the public 
spends on books is no longer rising. 
So publishers who used to make per- 
haps 5-1096 profit per book are now 
struggling to get 596. 

Is there a way out? Some publish- 
ers, such as Mr Alberto Vitale, boss 
of Random House, believe the price 
of books, relative to other goods, can 
be pushed up. Even if so, costs will 
have to be cut. For a start, the num- 
ber of new titles must fall (Mr Vitale 
wanted to cut Pantheon’s yearly out- 
put from 100 to 40). The next battle 
is with the authors and retailers. — - 


You greedy people 

Publishers like to blame the ludicr 
level of advances that they now , 
on agents such as Mr Wylie. But who 
made the deals? Every publisher 
knows how many copies he has to sell 
to earn a given advance. 

For example, Philip Roth used to 
be published by Farrar Straus & 
Giroux, an independent American 
house. Mr Roger Straus says he was 
approached by Mr Wylie, Mr Roth’s 
new agent, who suggested that Mr 
Roth’s next three books were worth a 
$2m advance. Mr Straus responded 
by betting Mr Wylie $100 that he 
could not get $2m anywhere, and of- 
fered $200,000 (“and that was over- 
generous") for the first book. Mr 
Straus says he collected his $100— 
but only just: Simon & Schuster paid 
$1.8m for all three. 

- Who was right? “Deception”, the 
first of the three books (and that as- 
















































7 1989. was a mixed year, 
with a strong stockmarket strength- _ 
ening our overall Capital and 
Reserves but with unprecedented 
natural catastrophes affecting trad- 
ing results. " 

However, our total finan- 
cial strength enables us to recom- 
mend a 13.396 increase in the divi- 
dend for the year, to 25.5p. 

Welcome. news not only for 
our shareholders but also for our 
policyholders worldwide whose pro- 
tection rests on our strength and who 
can be reassured by the fact that ^We 
are there when you need us" 

We have amended the pre- 
sentation of the accounts to focus 
on the wider issue of total movement 





= Capital and Reserves increased by £529m 
to £2,663m, up 25% 


w Net assets per share up from 441p to 546p 
Pre-tax trading profit £126m (1988: £223m) 


The 1989 Annual Report and Accounts i is being posted to all shareholders. Copies are available from 
Group Corporate Relations, Royal Insurance plc, 1 Cornhill, , London, EC3V 30K, | 


NAME 


ADDRESS 





in Capital. and Reserves which now 
stand at £2,663m. huh i 
We believe this concept of 
“Total Return" will enable share- 
holders to form a better assessment 
of the full value of the Group and the 
underlying strength of its operations. 
Looking forward to the 
new decade, we intend to. play a full 
part in the changing scene in Conti- 
nental Europe. We also see a growing 
demand for a global insurance facil- 
ity which will provide us with 
increased opportunities. 
| For our full 1989 story, and 
a glimpse at our prospects for 1990 
and beyond, please send the coupon 








below for the Royal's Annual Report 





and Accounts. 


æ Earnings per share 18.6p (1988: 32.1p) 
m Total dividend up 13.3% to 25.5p per share 
a Premium income up over 19% to £4,743m 


m Investment income up 25% to 522m 
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the book profitable. 

Other well-known authors of various 
s Clavell, V.S. Naipaul, Nancy 

Reagan, Bill ‘Cosby —have all at times 


ances at the top end of the market will sta- 
lise look groundless. Names that sell 
è oks, especially in America’s chain stores, 
main as bankable as those of film stars. 

. Publishers see better things lower down 
e pecking order. One American publisher 
E that "the real problem is not the odd 
100 0,000 megaflop, but scores of $50,000 
sa " In 1980 a middle-rank author usu- 


00,000. However, since last autumn's 
Frankfurt Book Fair, the industry's annual 
amboree, $30,000 is a more typical figure. 

^ Despite this chink of light, few publish- 
ers think that they are in control of their au- 


.tailers, who are demanding ever-higher 
| discounts and also making full use of the old 
favour of sale or return. To persuade the 
- chains to carry a title, the publishers have to 


: prepared to take unsold ones back. In Amer- 

ica, Mr Straus is proud that his level of re- 

turns is only 35%. Most of his rivals, he says, 
-are taking back over 4096. 


"Where now? 

"What kind of publishing house is best 
: placed to survive in this environment? The 
easy answer is that size matters less than 
-good management and talent. That is good 
news for the independent houses. 

_ Faber and Faber, a British house whose 
management recently bought the company, 
had the good fortune to own the rights to 

<S. Eliots book of cat poems when it 
ught Andrew Lloyd Webber's eye. The re- 
sultant feline profits have been spent on a 
new distribution centre and a clever brand- 
ng campaign. Mr Matthew Evans claims 
hat readers trust Faber enough to buy 
books on the name alone. 

. Fabers independence has attracted 
me authors who do not like conglomer- 
tes, such as Harold Pinter, and kept others 
10 might have found higher advances else- 
i "Asking for an unreasonable ad- 
ance", argues Mr Evans, "oniy makes sense 
r an author if he thinks that the publish- 
ng house will not put in the work without 
t." Really? Mr Evans may soon find out: Mi- 
‘lan Kundera, author of “The Unbearable 
Lightness of Being”, is at present published 
yy Faber. But n now he is nd stalked as a 


* 


"survive “Gnd, as it is owned by publishing 


Wylie thinks aggressive marketing will n 


caused their publishers some degree of fi- n 
nancial pain. But publishers" hopes that ad- 


ly received a $5,000-10,000 advance. By - 
early 1989 that could well have reached | 


thors. They have even less hold over the re- 


print a huge number of copies and then be - 


The costs of setting up an editorial 


stump up some £300,000 of that. 


folk rather than a profit-counting media 


. . magnate, bookish survival may be enough 


for it). A conglomerate publisher has à 
harder task: first, to make the best use of the 
advantage that bigness gives him in market- 
ing and distribution; second, not to look big 
to the creative people who work for him. It 
is a tightrope. 


_The back offices of most big publishing - 


houses: remain inefficient. Two years ago Si- 


mon & Schuster found it had over 30 differ- 


ent computer systems; it is now whittling | 
them down to four. In Britain, Mr Terry 
Maher, whose company owns the Dillons 


chain of bookshops, says that “the great dis- 
appointment of large publishers has been 
that they have been no more efficient than 
small ones." Most British publishing people 
still regard themselves as creative editorial 
types; distribution is work for lesser beings. 

The gains from better marketing and 
distribution can be big, as Mr George Craig 
has shown at Harper & Row. He claims to 
have cut out $20m a year of overheads. Prof- 
its at Harper have risen from $5.7m in 1987 
(the year Rupert Murdoch took it over) to 
$58m. Mr Craig has now started a paper- 
back division in America; he aims to keep it 
lean and be in profit by 1991. Yet he also 
believes that the key to publishing is “au- 
thor care"—which in turn means holding 
on to the right editors. One Harper em- 
ployee, who admits to being hostile to con- 
glomerates in principle, describes Mr 
Craig's approach as "very civilised". 

In Britain, Random Century has moved 
all its various imprints to the same cheap of- 
fices, but tries to maintain their individual- 
ity (and retain their staff) by giving each im- 
print a different floor, different wallpaper 
and even a different telephone number. Big 
deal, snorts one cynic, Mr Christopher Sin- 
clair-Stevenson, who points out that his for- 
mer employer, Pearson, also put its various 


imprints on different floors, but, as he puts 


it, "the lifts that connected those floors 
went with great speed". To him conglomer- 
ates mean meetings and overmanning. Hav- 
ing raised £2m, he is setting up his own 
house; he has secured authors such as Paul 
Theroux and A.N. Wilson, and hopes to 
publish around 60 books a year. Distri- 
bution will be. handled by a larger 
publisher. 

Mr Sinclair-Stevenson says that 
unhappy friends in big poe 
houses are watching him closely. 


boutique need not be high. Yet he 
too has paid big advances: Peter 
Ackroyd is getting over £500,000 
for two books, biographies of Dick- 
ens and Blake. Mr Sinclair-Stevenson 
persuaded paperback houses to 


. The book industry may well end 
p like the film industry, with. a few 








big distribution houses and many small im- 
prints or editorial shops. Writers generally 


. prefer to work with publishing houses that 
really are houses. That could give such small 


publishers the power to persuade conglom- 
erates to cough up most of a large advance, 
in exchange for the right to distribute the 
book (just as a big studio usually puts up 
most of the cash for a Spielberg movie). Mr 
Ed Victor, a leading literary agent, has even 
speculated that authors may “form their 
own studio", like United Artists. ! 

A system. in which the conglomerates 
are relegated to distribution, while the fat- 
test profits go to small, star-studded im- 
prints, may not be the vision that tempted 
Mr Murdoch and his like into book publish- 
ing. But it could work. 


Poor and happy 


Where would that leave art? Not as well off 
as in Alfred Knopf's day, but still far from 
buried. Much of the talk about defend | 

publishing's literary standards is questi... 
able. Every time an established author gets a 
big advance, many groan that the money 
could have been spent encouraging young 
authors. So it could. It could also have been 
spent on long lunches at The Four Seasons. 
Equally, some of the skills introduced by vul- 


. gar moneymen over the past decade, such as 


better marketing, have helped art too. 
Moreover, publishing is unlikely to be- 
come much more money-minded than it is 
now. If big publishing houses do not bother 
to develop authors, then smaller ones will 
pick them up. Because some chain book- 
stores in America have become needlessly 
trashy, new independent stores have sprung 
up. And there are always the editors. "If I 
just published best-sellers, my best staff 
would leave and that would sabotage my ef- 
forts to get more best-sellers," one chief ex- 
ecutive admits. Publishing will remain hap- 


pily unprofitable for some time yet. p: 
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FROM OUR SOUTH-EAST ASIA CORRESPONDENT 





HE North Vietnamese army lost every 

pitched battle it fought with the Ameri- 
cans, but it won the war. The Communist 
party believed, rightly, that time was on its 
side. It still thinks so. To Vietnam’s aged 
' leaders, the rout of communism in Eastern 
Europe and the Soviet Union’s moves to- 
| wards: democracy are nothing more than 
— porary detours on the road to socialism. 
~~. xism, guided by the party, remains “the 
law of history”. Late in March, after 16 days 
of what was described as “extremely vigor- 
ous debate”, Vietnam’s Communist party 
decided that the only good political reform 
is dead political reform. 

There were high hopes before this meet- 
ing of the party's Central Committee that it 
might instead produce a breakthrough to 
modernity. Mr Nguyen Van Linh, the par- 
ty's general secretary since 1986, is thought 
to have been seriously ill at the end of last 
year. Some people speculated that he might 
stand aside in favour of a younger man who 
could push on with the cautious reforms Mr 
Linh. had introduced. Expectations were 
heightened by the party's unprecedented 
decision to ask its 1.8m members to com- 
ment on drafts of the plenum's resolutions 
before it started on March 12th. This loosed 
- a flood of complaints about corruption and 
theslow pace of reform. 

«Nothing came of it. As soon as the meet- 
ing pegan the party reverted to its usual se- 
cretive ways; it refused even to confirm that 
a meeting was taking place. Then, on March 
27th, came the hardliners’ triumph. The 
plenum’s communiqué said that “imperial- 
ist and reactionary” forces were behind the 
turmoil in Eastern Europe. The solution for 
Vietnam's own "socio-economic crisis” lay 
in "greater unity within the party", giving 
"more importance to national defence and 
security tasks" and larger doses of "political 
and ideological indoctrination”. | 

To drive home this dreary message, the 
conservatives engineered the removal of Mr 
Tran Xuan Bach from the 13-man Polit- 
buro. Reformers had wishfully thought that 
Mr Bach would succeed Mr Linh. Instead, 
he. became the first Vietnamese Politburo 
member ever known to be sacked. 

Mr Bach's background made him an un- 
— likely martyr to the cause of reform. He was 











a. protégé o 9s i. Le Duc Eu the unbending- M 






hobbles itself for its 
into the future 


ger over a negotiating table in Paris for three 


years and later turned down the Nobel 
peace prize for his efforts. Mr Bach was ap- - 


pointed to the Politburo in 1986 at the 
tender—by Vietnamese standards—age of 
61. As recently as a year ago he was still 
widely seen as a conservative. But his job, in 
charge of the party's foreign-affairs depart- 
ment, changed him. 


He saw first-hand the revolution that 


was shaking European communism, and 
gradually became more outspoken about his 
fears for Vietnam's future if it tried to cling 


to the past. In speeches delivered over the 


past four months he said the pace of reform 
in Vietnam was too slow; he criticised the 
party for attempting to pass itself off as the 
state; and, on efforts to reform the economy 
while keeping politics unchanged, he re- 
marked, "You cannot walk with one long 
leg and one short one." 

The sacking of Mr Bach followed moves 
to suppress the closest thing in Vietnam to 
an opposition party, a club of former Viet 
Cong fighters based in Saigon (as everybody 
except party stalwarts again calls Ho Chi 
Minh City). The club's 4,000 members have 
never dared to call for a multi-party system, 
but they have been trying to make the Com- 
munist party itself more democratic. The au- 
thorities in Hanoi banned the circulation of 
the minutes of a well-attended club meeting 
held early this year to discuss the events in 
Eastern Europe. It is thought that Mr Linh 
himself ordered two of the club's leaders dis- 
missed from the party just before the ple- 


num began.. 


Politburo tan who faced Mr Henry Kissin- nomic reform survive? Yes, indeed, say th 


< ter chance. They argue that, in a country as 


olitical reform strangled, can eco - 













































party's men; in fact, they claim, it has a bet- 


poor as Vietnam, the stability provided bya 
one-party state is essential if economic re- 
form is to succeed. 2 
As proof that the party is.still com iit 
ted to economic reform, officials point t 
the consolidation of ministries announ 
on April 2nd. A dozen old ministries have 
been merged into three new ones: 
trade, education and heavy industry: 
ficial line is that this will save money. 
is improbable, since practically nobody 
the affected ministries is to be fired); an 
that it will help to make the governmer 
dependent of the party (which, as the: 
nese have shown, is nonsense so long as th 
party retains its monopoly of power). 
The truth is that the party's unwe 
ened devotion to central planning is likel 
squash the progress that has come from 
economic reforms of the past three 
The government brought down inf: 
with high real interest rates, and started is 
ing real money by pegging the officia 
change rate to the black-market rate. 1t 
anced its budget and abolished the 
price system. Perhaps most important; 
allowed Vietnam’s predominantly rur 
population to own land once again. — 
The next steps are ones that good Marx 
ists will not be happy to take. Already hig 
unemployment makes the government u 
willing to face up to the need to close down 
swathes of moribund state-owned industri 
and break the monopoly power of those th: 
remain. Party hacks need to be remo 
from top jobs in factories. Private owne 








ds to be extended further. — 
Without changes like these, Vietnam 
will be unable profitably to absorb the capi- 
tal it craves from the outside world to re- 
build its disintegrating infrastructure and 
build up its industrial base (see page 85). 
Having turned its back on the political re- 
forms that would make such changes possi- 
ble, Vietnam has little reason to hope that 













.— World Bank and the mr. The Soviet Union 


America will lift its veto on loans by the 


is rapidly losing interest in Vietnam and is 
likely to cut its economic aid, now running 
at around $1.5 billion a year. 

The only big power with which Viet- 
nam’s relations are improving is China, 
which has no money to spare. Officials in 
Hanoi swear the two countries have never 
been enemies, thus ignoring the displays in 
their national museum which meticulously 
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FROM OUR CORRESPONDENT IN BEIJING 


EN the authorities in Beijing 
cleared Tiananmen Square of bod- 
ies and anti-government posters last 
. June, one item of subversion could not 
. be removed. The square retained its sym- 
-. bolism as the place where freedom flour- 
< ished, however briefly. China's dissi- 
|. dents take comfort from this; the 
government fears it. This week Tian- 
-anmen was closed to the public after leaf- 
lets had been circulated by students urg- 
ing people to "take a walk" in the square 
on April Ist and 5th. 
~ “I was told I'd lose my job if I went 
` near Tiananmen," said a young hotel 
` Worker. "I didn't want to make the sacri- 
- fice. I stayed at home.” Several Chinese 
who either had not been warned to stay 
- away, or who were curious anyway, did 
turn up at the square on April Ise. But 
© they were outnumbered by police, many 
|. of them armed with submachineguns. 
More police waited in coaches in streets 
off the square. Even fire-engines were 
standing by. To give the impression that 
all was well, schoolchildren were trooped 
: into the square to listen to martial music. 
:Few people were fooled by the display. 
— The April Ist “walk” appeared to be 
a rehearsal for the Qingming festival on 
- April 5th. This is the day when Chinese 
traditionally honour the dead by sweep- 






























A strange kind of stability 


ing their graves. On April 5 1976 tens of 
thousands entered Tiananmen Square to 
mourn Zhou Enlai. Grief for a popular 
prime minister turned into an anti-gov- 
ernment demonstration. It was brutally 
suppressed, but it marked the beginning 
of the end for the Maoists. 

This year students planned to lay 
wreaths in the square for those who died 
last June and to hold secret memorial ser- 
vices on the campuses. No doubt mind- 
ful of the unhappy example of 1976, as 
well as anxious about last year’s events in 
Tiananmen, the government again 
sealed off the square on Thursday. In ad- 
dition, it set up barricades on roads to 
the university quarter. 

That does not mean the government 
came out on top. In the words of an 
Asian diplomat, "Nothing happened, 
but it was a victory for the students to 
force the authorities’ hand like this. The 
prime mínister says China is stable, but 
it’s a strange kind of stability.” Strange 
or not, stability is what China's leaders 
are determined to have. Although China 
desperately wants foreign investment to 
flow again, internal security comes first. 
The lesson China, like Vietnam, has 
drawn from Eastern Europe is that any 
relaxation of the party's grip E d 
the collapse of the entire system. 
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recount a millennium of Cinese: aggres- 


about t to go through the sort tot geopolitical 











sion. Mr Tran Quang Co, a Vietnamese 
deputy foreign minister, is expected to visit 
Beijing soon to find out how much Vietnam 
will have to grovel before relations are 
normalised. While he is there he should take 
advice on the brutal methods that become 
necessary when a communist party tries to 
walk with one long leg and one short one. 





Japan and America 
A helping hand 
from Russia 


FROM OUR TOKYO CORHESPONDENT 


NE of the surprises about this week's 

successful trade talks in Washington 
(see page 38) is how quickly the Japanese 
moved to smooth their ruffled relations v 
the United States once it became clear t....., 
the Americans were really angry. Senior 
members of the ruling Liberal Democratic 
party, who had been relentlessly fighting 
one another for power, forgot their differ- 
ences for the time being. Even those deter- 
mined to oust Mr Toshiki Kaifu as prime 
minister have closed ranks behind him over 
relations with America. 

Since his return from last month's hur- 
ried summit with President Bush in Palm 
Springs, California, Mr Kaifu has acted with 
uncommon resolve. The president is said to 
have urged him above all to exercise leader- 
ship on the trade disputes, letting neither 
bureaucrats nor factional fighting divert Jap- 
anese policy from the right course. Mr Kaifu 
promised that he would, and he has. 

The prime minister's aim in the struc- 
tural-impediments talks was to send his ne- 
gotiators to Washington with big conces- 
sions on Japan's Large Scale Retail Stores 
law (which the Americans want abolish 
the anti-monopoly law (which the Amer 
cans want given real teeth) and spending on 
public works (which America wants a lot 
more of). In last week's cabinet infighting, 
Mr Kaifu managed to get more of his own 
way than anyone expected. 

The one thing he could not win was the 
scrapping of the store law (it will be adminis- 
tered with more laxity instead): the diehards 
of the still-powerful Ministry of Interna- 
tional Trade and Industry thwarted him. 
Still, Mr Kaifu is being praised for the skill 
he has shown these past weeks; his hold on 
office is firmer than anyone predicted two 
months ago. 

Why was he able to pull it off? Naturally, 
the government was anxious to keep Ameri- 
can ports open to Japanese cars, cameras 
and computer chips. But something bigger 
was also at stake. The Japanese are begin- 
ning to think that their part of Asia is at last- 































y 97% of the electricity .con- 
also exports 
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skom supplies near 
sumed in the Republic of South Africa. | 
electricity.. to Botswana, Lesotho, . 
Namibi 










1989 1988 












Electricity revenue | 9271. 
Net interest and finance charges 2 B99 
Netincome — . 728 
Accumulated reserves at end of year 8755 
Other reserves . 302 
Loans o 
Total assets 































































| | | Interest-free liabilities 
Alum za . | Electricity sales (GWh) _ 134347 1 
| Installed capacity (MW) 34141 — E 
‘he prospects for consistent long-term growth of 
| etween 496 and 596 per year in electricity demand in 
| | outh Africa are good. 
| . CHAIRMAN OF THE ELECTRICITY 
-— | <- COUNCIL | 
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Communication Manager, PO Box 1091, Johannesburg 2000, 
Republic of South Africa. 
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ar ended 31st December 
. 1989 1988 
_HKSM HKSM 


27,675.7 295,107.6 
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x Beneficial Non- “beneficial Beneficia 

^ JSLee — — | 4863785 . , 
TSLo ios 8,774 — 3,948 | 
HMPMiles -— f 1,174 101,345 

. Sir Adrian Swire | MM m > 4 | 146.979 1,364,006 10,863,609 

. Sir John Swire | : | 1.571,655 ... 996,694 8,394,917 
P J Thompson tes a = E | | 20/000 dox sm 4 - 
C Lee (alternate director) A i E. : | a 2 3 > a 200. 000 


Swire Pacific Limited, representing 27% of the ssued capita and 49% of the is. ri his Sif Adr an Swrea and Sir icon Sw re are Subs cantar sha 
in Jonn MG & Sons Limited. ; E 






ae held non- beneficially one share each in Swire Pacific Offshore. Hoidngs E Limited and Swire Pacific otshore Limit 
are n -owned subsidiafias of Suite Pacific Limited. z 







wire Pacific Limited or ts subsidiaries. 







‘he profit for 1989 before extraordinary. items increased by e 7%, There were no extraordinary profits i in 1989 (1988: HK$3859 million). Ea 
per share have been calculated Y reference to the. pros before Beton umen items and the weighted average number of shares in issue: 
each year. 





























Cathay Pacific Airways Limited reported attributable. profits 176% higher than those of 1988. Hong Kong Aircraft Engineering Company s at 
profit increased by 18.6%. Swite Properties’ results were lower than those of 1988 mainly as a result of à réduction in profits from property tradi 
Hong Kong activities of the shipping, offshore services, and dockyard division were modestly successful but overseas results remained depressed.. 
within the industries division were slightly ahead of those of the previous year. The trading division's results were in line with those of 1988. The insura 
division performed satisfactorily. — 


Final dividends. The directors of Swire Pacific Limited will recommend to shareholders at he annus Deoa dE on n 3tst May 1990 the paym 
final dividends of 570€ (1988: 530€) per ‘A’ share and 11.4€ (1988: 106€) per 'B' share payable on 8th June 1 1990 to shareholders registered on Ist 
1990; the share registers will be closed from 21st May to tst June 1990, both dates inclusive. 


investment properties and net assets per share. In accordance withthe policy of the Group, the annual valuation at open market value of inve 
properties was carried out at 31st December 1989 by professionally qualified executives of Swire Properties Limited. As a consequence of the 1989 vali 
there has been an increase of HK$2,821.1 million in the valuation reserves of the Group, as compared with an increase of HK$6,486.1 million at th 
of 1988. Taking into account both the retained earnings in 1989 and the increase in the valuation of investment properties, the net asset value of th 
Pacific Group at 31st December 1989 was HK$27.091.3 million, 'epresaning HK$1706 per ‘A’ share and ase 41 per 'B' shareas compared with HI 
and HK$2.89 respectively at 31st December, 1988. e! | 


Financing. Net borrowings at 31st December 1989 amounted to HK$7,632.8 million sane With h HK$65048 mil lián a year "€ There wasas 
decrease in net borrowings of Cathay Pacific Airways mainly reflecting the strong cash flow generated from operations, and a reduction in unrea 
€ ange losses in respect of long-term obligations caused principally by the strengthening during 1989 of the Hong Kong dollar against the cu 
c _ se obligations. Cathay Pacific Airways raises long-term finance in currencies in which it has substantial positive cash flows. This is done to av 
need to purchase foreign exchange in order to settle the resulting repayment obligations. It also ensures that exchange fluctuations affecting the 
such obligations in those currencies are effectively hedged by corresponding, but offsetting, fluctuations affecting earnings. The forecast surplus 
currency earnings are at least sufficient to meet the interest and loan repayment commitments in any year and hence a hedged position is maint 





The decrease in net borrowings of Cathay Pacific Airways was offset by increased net borrowings within other parts of the Group. principally to f 
capital expenditure within the property division. | | 


. Prospects. The current year has started well for Cathay Pacific. A. and emana in particular à in respect of passenger traffic, is expected to re 
high. However, increases in staff costs will place some pressure on margins which are also sensitive to changes in fuel costs and currencies althe 
the absence of adverse movements.in these variables or any world-wide recessionary trends, it is expected that the airline will have another goo: 
The planned transition within the property division from primarily property trading to the management of a significant investment. property portfo 

.. substantially completed during 1990 and thereafter rental income streams will show further improvements. Despite some slow down following th 

which took place in China in June of last year, the market in which the Company's property operations are concentrated has held up relatively we 
industries division should record improved results in 1990 and operating profits of the remaining divisions are expectedto be broadly inline with those 


a Although the full benefit of substantial increases in rental income from the investment property portfolio will not be recorded until after 1990, pr 
_ for the Group as a whole for the current year are reasonable. 


The Annua! Report for 1989 will be sent to shareholders on 7th May 1990. 








Iraining Programme, 
established i in 11979, isn now "in its Hith 







miss sion of the Enoceas, 
. Communities, it was _ 
conceived especially for | 
those European companies 
intending to export to 

' Japan or to expand their 
business there. 

ETP 11 will take place in 
Taian from May 1991 to November 1992. 
After 12 months’ intensive language - 
training, participants are offered the rare 
opportunity of spending 6 months 
working in Japanese companies. 


Throughout the 18 month programme, 
a comprehensive series of seminars, 
company visits and lectures on varied 
aspects of the Japanese business world, 
will be provided. 

These are organised in conjunction - 
with the prestigious Sophia veer} in 
Tokyo. 

ETP offers an outstanding opportunity 
i to ling enda hod nomi its language, 


































point f for future business. 

|. Companies exporting to or developing 
plans for the Japanese market are invited 
to apply, having considered the following: 








y IG. Peat Marwick Selection & Search. 


m ars | 





u Companies not currently exporting to 
Japan but which are planning to do so, 
should submit a well defined strategy, 
outlining how the candidate will : 
contribute to its achievement 


^* Only full time and permanent employees 


will be eligible for consideration. Freelance 
employees will not be considered - 

u With the programme costs being met by 
the EC Commission, cost to the 
company will usually be limited to travel 
and living costs 


Interested young managers will fit the 

following profile: 

e Aged ideally between 25 and 35. 

u University education, or equivalent. 

m At least 2 years’ work experience, 
preferably in an international environment 

u A good command of English 


_ Whilst the programme is geared to 
benefitting corporate activities, we would 
be pleased to hear, not only from 
appropriate company officers, but also 
from individuals whose companies have an 
interest in the Japanese market. If you 
would like to know more and/or receive an 
information pack, please contact: 
Ms. Andrée McNamara, KPMG Peat 





. Marwick Selection & Search, 70 Fleet Street, 


London EC4Y IEU, United K. ingdom. 
Tel: 01-236 $000 (from May 071-236 8000). 









« revolution Europe experienced 
- in 1989. The politicians were 
persuaded that as this process 
goes on over the next 18 
months nothing—not trade, 
interest rates, the yen or silly 
remarks from either side— 
matters to Japan more than 
America's goodwill and its con- 
tinued political and military 
support. 

Japan's diplomats think 
that Asia’s great change will 
come through an early settle- 
ment of the dispute with the 
Soviet Union over the four 

Japanese islands that the Rus- 
sians seized in the last days of 
the second world war. The dip- 
. lomatic pace over the North- 
ern Territories, as Japan calls the islands, is 
picking up. The Soviet foreign minister, Mr 
T yard Shevardnadze, is due in Tokyo soon 

ir the Soviet party congress in July. He 
will be doing the groundwork for President 
Gorbachev's visit to Japan next year, the 
first by a Soviet leader. 

The Japanese believe the way is now 
open for Mr Gorbachev to make one of his 
famous bold strokes. Kremlinologists have 
been pointing out that, with a new genera- 
tion of mobile land-based missiles now de- 
ployed, Mr Gorbachev no longer need rely 
so much on the long-range missiles of his 
navy s Pacific fleet. So it is no surprise that 
he wants to freeze naval strengths in the Pa- 
cific at their present levels, as a first step to- 
wards reducing them. This would bring 
some relief to the cash-strapped Russians 
while leaving their military strength pretty 
much unimpaired. It would have the added 
benefit, from the Soviet point of view, of be- 
ing particularly damaging to both Japan and 
America, which rely almost exclusively on 
the Seventh Fleet for the defence of the 

;, On 

A mischievous Mr Gorbachev would 
couple naval reductions in the seas around 
Japan with an agreement to hand back sov- 
ereignty over the Northern Territories, or 


even the islands themselves. Japanese public. — 
opinion would be disastrously split on every- 


thing from defence spending to the Ameri- 
can alliance. 
.. Mr Kaifu and his cabinet calcare 


Kaifu keeps America sweet 





chev is a high-risk, high-stakes game that Ja- 
pan has no experience of. It does not want 
to play without America firmly at its side. 
This is a big reason why it was mostly smiles 
on the trade negotiators’ faces this week. 





Nepal 


A Himalayan 
range of troubles 


NTIL the past few weeks, the idea of 

democratic reform in Nepal had little 
popular support. lt is the government's 
determination to crush the embryo Move- 
ment for the Restoration of Democracy 
(MRD) that has kindled enthusiasm for 
change. 

The government still seems unable to 
understand that it is making things worse 
for itself- On April 2nd the capital, Kat- 
mandu, came to a standstill because of a 
one-day general strike. Instead of allowing it 
to pass peacefully, police opened fire on 
some 5,000 people chanting anti-govern- 
ment slogans; five were wounded. Since the 


MRD started its campaign on February 18th. 
at least 20 people have been killed in street -~ 


- battles, most of them shot by the police. 


sitio expect that by next spring Japan will be - 


suffering as heady a bout of Gorbymania as 
West Germany did last year, have decided to 


try to pounce first. They may propose to Mr - 


Shevardnadze that Russia should remove its 
troops from the Northern Territories and 
reduce the number of its short-range nuclear 
. weapons in the area. 





1ambles, Mr Gorbachev needs Japa- 


. more than Japan needs Siberia's minerals, 
il and gas. But t playing poker with Gorba- 


might work. With the Soviet economy - 


The government claims Nepal i is already 


a democracy. The official line is that the 


opinion very well. In practice King Birendra 
rules as an absolute monarch. A brief fling 


. with parliamentary democracy in 1960 was 


| | ended by his father, King Mahendra. 


The MRD takes comfort from the back- 


ing it gets from Indian politicians in the 


| World's biggest democracy next door. In Ne- 


pal itself support for reform has now spread 


| sh: - through. most sections of society. Doctors 
 nese trade, technology and finance much. 


are dealing only with emergency cases be- 
cause 15 of their colleagues have been ar- 


rested. On April 4th. 165 pilots of the na- 





bought a house in the Maldives in case h 


-` says that Nepal will have only 13 kings. TI 
* current king is the 12th, which leaves tt 
-- crown prince, a student at Eton. | 
party-less panchayat system reflects public. — 


 Punjab's curse 

































tional airline calle ^a 
protest against the government ‘clampdown 
They were supported by electricity worke 
who blacked out the country's main town: 
The government has closed all universi: 
and high schools because of the "lack of a 
demic atmosphere". Earlier the count 
lawyers staged a brief strike. 
But it is on the streets that anti-gove 
ment feeling has been keenest. The streets 
Patan, in south Katmandu, have b 
blocked with stones and anything else 
hand. When the police brought in a b 
dozer the local people dismantled it. — 
From the start the government has u 
two main weapons against the MRD—po 
presence and mass arrests. Wherever i 
goes, the police are there, standing or sitt 
at the roadside or in the back of a tru 
watching, chatting, laughing and waiting 
any sign of a demonstration. Tt 
people have been arrested. during t he 
month, although many were released 
few days. The prisons are overcrowde 
there are complaints that prisoners are. 
allowed to communicate with outsiders. ^. 
Tourism, Nepal's biggest industry, has 
been affected. Although the adventure tour- 
ist who comes to Nepal for the rougher treks 
may find street riots entertaining, those on | 
group tours who come to see medieval life _ 
and mountains in the previously peaceful n 
kingdom are scared off. 7 
What will the king do? He has replaced — 
nine government ministers who, it is 
rumoured, were opposed to the use of force 
against demonstrators. But his position has — 
been badly weakened, especially by the loss _ 
of support among professional people. — 
Some of them wonder if King Birendra will 
be tempted to join the ranks of well-paid 
and well-liked but politically powerless con- 
stitutional monarchs of countries such a 
Britain. He may announce some limited r 
forms on April 14th, New Year’s Day in N 
pal. But it is doubtful that the MRD, Or pe 
ple in general, will now be satisfied with 
anything short of a multi-party system. — 
Palace news has become more secr 
than ever. One rumour is that the king has 








has to change residence. A noted astrologi 


India 


FROM OUR DELHI CORRESPONDENT 


EFORE he came to power, Mr V; | 
Singh, the Indian prime minister, crit 
cised the Gandhi government for relying 
police methods alone to stamp out terror 
in Punjab. He is now under attack from 


















































alition has been. eal ruis ihe id of 
e main Sikh party. It left because it dis- 
igreed with him over Punjab. - 

_.Mr Singh does have good intentions 
about Punjab. Punjab's Sikh troublemakers 
do not. They are continuing the strategy 
pursued by the militant fundamentalist 
preacher Jarnail Singh Bhindranwale (who 
died when the Indian army stormed Amrit- 
ar's Golden Temple, the Sikh holy of ho- 
ies, in June 1984). Their strategy is simple: 

ll Hindus in Punjab with the intention of 
ovoking retaliation against Sikhs in other 
gions. They hope the ensuing chaos will 
rce the central government to > grant Pun- 
independence. 

On April 3rd the deadly game contin- 
ed when a bomb was set of in Batala, in 
e middle of a procession of Hindus cele- 
ating the birth of their god Rama. The 
bomb killed 32 people and injured 41. The 
normal restraint exercised by the Hindu mi- 
nority in Punjab was broken. People from 
he procession ran amok, burning buses and 
killing four people, two of them policemen. 

The attack was the fourth by Sikh ex- 
tremists in the past two months. All the 
_blasts have been in towns close to the Paki- 
stan border. For most Indians this is suff- 
sient evidence that the murderers came 





‘Burma 
ice guys 


“FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


YANMAR, as Burma’s military rulers 
V À now call the place, is saddled with one 
of the world's nastier regimes. True to the 
breed, this one is determined to hang on to 
power at all costs, come what may in the 
lection" due on May 27th. With plenty of 
lp from the Thai army and Bur- 
ese opium traffickers, it seems sure 
ucceed. | 
: The election itself will fool no 
e; The popular leaders of the oppo- 
ion, in particular, Miss Aung San. 
iu Kyi, are under house arrest; cam- 
yaigning is so restricted that it might 
is well not be taking place. The na- 
ure of the regime’s intentions can be 
udged by its Ceausescu-like plans for 
ban renewal. Swathes of Rangoon _ 
d of other big cities have been bull- 
zed and their inhabitants dumped, _ 
ey are lucky, at ill-prepared sites 
e suburbs, or in the middle of nc no- 
T „if they are not. | 
1e minister for public health 
ims that those evicted were mainly _ 
squatters who had to be moved for — 
sanitary. reasons. Diplomats say oth- 
vise. They report that some of the 















— from Pakistan, < or ee saben have NE ] 
The latest blast is thus one more link in the 


chain of indictments that the Indians are 
forging against Pakistan. 

Around 400 people have died in terror- 
ist attacks in Punjab since Mr Singh became 
prime minister in December. This has un- 
dermined his promise to hold an early elec- 
tion to the state assembly. One of his sup- 
porters, Mr LK. Gujral, now the foreign 


minister, was elected in November with an _ 
overwhelming majority from a large Sikh 


constituency in Punjab, even though he 
does not come from the state. Mr Singh vis- 


ited the Golden Temple within days of tak- 


ing office, leading people to conclude that a 
state election was around the corner. 

Sikh militants, who prefer bullets to bal- 
lots, then started their new bombing cam- 
paign. As they hoped, the election was post- 
poned. Mr Gujral told The Economist that 
the government feared the militants would 
try to abort the election by killing some 
candidates. 

Mr Singh now has to get a constitu- 
tional amendment through parliament to al- 
low the central government to rule Punjab 
directly for a while longer. The Gandhi gov- 
ernment had to do the same. Even though 
he has the promise of support from the main 
national parties, Mr Singh too is beginning 
to suffer a moral defeat over Punjab. 

PEE EE A, 


uprooted lived in two-storey houses. They 
often owned their homes and have received 
no compensation for them. The number of 
victims is unknown; estimates range as high 
as 500,000. All foreigners are now banned 


from visiting the sites to which these people 





A No more ptotests, even peaceful ones 


“The veal aim nal the CUN is to » break up 
the neighbourhoods that gave strong sup- 
port to the peaceful pro-democtacy dem- 
onstrations that the army ended with much 
bloodshed in September 1988. The govern- 
ment is taking no chances before the elec- 
tion next month.. 

Thailand's army, in the person of Gen- 


'eral Chaovalit Yongchaiyudh, takes a more 
charitable view. In mid-March the general, 


who was then commander of Thailand's 
armed forces (last week he became defence 


minister and deputy prime minister), paid a 


one-day visit to Rangoon. There he was at 
pains to congratulate his Burmese counter- 
part, General Saw Maung, on the forced re- 
movals. General Chaovalit described them 
as a "job-creation programme". He also 
promised to “stand by Burma for ever”. 

One way Thailand stands by Burma is 
by refusing to allow international relief 
agencies to give open help to the refug- - 
driven into Thailand by Burma's wars w 
its tribal guerrillas. Over the past two 
months the number of such refugees has 
doubled, to around 40,000. The United 
States Committee for Refugees, a private 
group, guesses that another 60,000 have 
been displaced within Burma itself. 

Thailand wins logging concessions from 
Burma in exchange for its support. Many of 
the concessions are held by companies with 
links to the Thai army. Thai-owned trucks 
have been sighted hauling logs as much as 
30 miles inside Burma, which is home to 
8096 of the world's remaining teak. One for- 
ester based in Bangkok calculates that at the 
current rate of extraction most of the teak 
will be gone within five years. 

Burma’s other big cash crop is an even 
greater worry. Last year’s opium harvest is 
thought to have been a record 2,600 
tonnes—enough to make almost 300 tonnes 
of pure heroin. Burma is now thought to fur- 
nish the raw material for almost halfthe! — . 

oin sold in America. 

According to Mr Melvin 
Levitsky, the narcotics chief in Amer- 
ica's State Department, “The govern- 
ment of Burma has a sort of collusive 
relationship with some of the traffick- 
ers and is allowing them, ín some 
kind of a bargained way, to go ahead 
unfettered." The government is said 
to be giving financial and other sup- 
port to the Wa, a tribal group that - 
used to be the backbone of the now 
defunct Burmese Communist party. 
The Wa are fighting a vicious war for 
control of the main opium trade 
routes from Burma into Thailand. 
Their enemy: the Shan army con- 
trolled by Khun Sa, America's most- 
wanted heroin trafficker. Perhaps the 
Burmese government's men can wrest 

that honour away. 
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Maitres Artisans d' Horlogerie 


SUISSI 


A true collector's item. The only coin watch for the connoisseur. 


The Coin watch by Corum, handcrafted from a genuine gold coin. Water resistant. For ladies and men. Corum watches are 
on view at the finest jewellers worldwide. For the address of the one nearest you or for a brochure, write to: 
Corum, 2301 La Chaux-de-Fonds, Switzer and. 





dining on 
First Class 


arrives. 


dr gs SUY 
T un uU 
vU 


| rc : D. l : S : , 
s JC irst, a serving of fresh 


white linen. Tastefully of set wit 


specially designed silver cutlery. 
Accompanied b 


crystal-clear glasses. 


And all topped off with servings 


ine china. 


se 
d 


en, when the setting is fi nall 


complete, the food begins. 


An array of four sumptuous 
courses. Perfectly complemented by a 


choice of French and German wines. 


Afterwards, a choice of tropical 


fruit from our fresh fruit basket. 





For the past 
25 years 
leading 
businesses 
have done 
everything 
by the book. 


In simpler times, all that a top manager needed to move 
an organization forward was a set of rational tools to 
solve problems and make decisions. 

And for three decades we've given our clients a pro- 
cess for better decision making and problem solving up 
and down the organization. In fact, more than 10 million 









NOW they'll 
do it by 
the sequel. 


effective managers. 
That's why we offer you our new book. It tells how 
19 of our clients—including Dow, Fuji Photo, Massey- 
Ferguson, and the Federal Reserve Bank—have over- 
come major obstacles to implement winning strategies. 
If you're a senior manager dealing with these com- 


managers use our renowned processes—described in 
The Rational Manager—on a daily basis. 
These days, however, assuring future 
success is more complicated. Setting a 
strategy and putting it into action are chal- 
lenges that can overwhelm even the most 


plex challenges, we'll give you a free copy.* Just send 


business card to William Fellows, 
KEPNER ert pe i aer 


Research Road, Princeton, NJ 08542. 
The Consulting Company Together, we'll write the book for the 
for the Rational Manager next century. 











a company oF USRA ass) weecewen PRINCETON AND WORLDWIDE 609-921-2804 


* Why the offer? We think you'll be convinced by our successes with leading companies worldwide to call us in to consult with your organization. There's no obligation, of course, and the offer is 
good only while our supply lasts. Please specify English, French, or Japanese edition 





In Beijing 
where else 
but the 
Shangri-La. 
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recession? - 


WASHINGTON, DC 


iN THE morning of April 4th, Califor- 
nia's congressional delegation. gath- 
ered to make a bipartisan announcement. 


With the help of the University of Califor- . 


nia, it would sponsor research into the effect 


that defence cuts would have on the econ- 


omy of the state. 


It was appropriate that- California 
should have taken this step. The state's eco- , 


nomic growth has for 50 years been inti- 


mately connected with.the development of © 


the most sophisticated defence industry ever 


seen. In 1930, when America‘ spent just. 


$11. 4 billion (in 1990 dollars) on defence— 
- now spends $300 billion—southern Cali- 


rnia was agricultural. The aircraft factories: 


-" did not displace the orange groves until the 
1940s. They have stayed, but as peace 


"breaks out in the world, there are some who. - 


wonder for how long. 
For the debate on the dee budget 


has entered a new phase. There are still 


those in Washington who think that the real 


issue is America’s strategic posture. This is- 


the theme of Senator Sam Nunn, chairman 
of the Senate Armed Services Committee, 
who gave his colleagues one of his little lec- 


tures the other day. Sounding like a French 


waiter who finds it wearing to know so much 
more about his subject than his audience, 
Mr Nunn criticised the administration for 


basing its defence budget on “a 1988 threat 


and a 1988 strategy”. His committee would, 


he said, come to its own view on what the , 


threat and the strategy might be. 


. Mr Nunn is no doubt right to argue that | 
the numbers in the defence budget should l 





Of strategy sees he Nunn 


Employment J 
as % of total 


Jeace dividend or peace 


follow a strategic assessment, not precede it. 
Yet in many stockbrokers offices, think 


 tanks—and, more importantly, in places 


miles from Washington—this is mere pre- 


 amble. The defence budget is going to be 


cut. What will the economic effect be? 


The defence budget presented in Janu- 


ary assumes a 296 cut in’ spending, in real 
terms, over the next five years. In the short 
term, the cuts may be deeper; this year, for 
example, Congress might lop off anything 
up to $15 billion from the $303 billion the 
administration has requested. Moreover, 
Mr Richard Cheney, the defence secretary, 
is conducting a “major programme review", 


the results of which are expected to be made 


public this month. Leaks from the Pentagon 





suggest that the B-2 bomber (of which th 


Budget % change in real terms © 





Operation & maintenance 
Procurement i 
[7] Research & testing 
Ni oti 


force would like 132—pigs might fly 
the advanced tactical fighter might suffe 
Yet even if Mr Cheney makes additior 
cuts on top of those proposed by Cong 
the defence budget will still remain. 
The build-up between 1980 and 1985 
mitted the Pentagon to long-run procu 
ment projects which now overhang the de- 
fence budget. Many of these, according: 
the Defence Department, are legally un- 
breakable except at great price. Until th 
programmes wind down, cuts will alw: 
smaller than they seem. The Congressior 
Budget Office estimates that the Ja 
ae would still leave defence spendi 
30% higher in real terms than it wa 
1980; even by 1995 after five years of 
cuts it would be 19% higher than in 1980 
But though the real level of spending: 
defence may not be falling, its share 
is. The apposite economic questi 
whether a reduction in defence spe 
from, say, 5.4% of GNP in 1990 to 4.396 
1995 will provide the economy with a p 
dividend—or, as some of the Califo 
think, with a peace recession. 
A national recession is unlikely. S 
defence cuts would shrink the econo 
manageable quarter of a percentage 
year for five years. It is true that there 
mild recession in 1954 after the end of 
Korean war, but the cut-back the 
much greater than it will be in the 19 
besides, by 1955 the economy was gro 
again. And while there was quite a sever 
cession in 1970 and 1971, when Am 
cut down its Vietnam-war spendin: 
economists attribute the downturn 
changes in the defence budget. 
Unfortunately, the same calcul 
work the other way. If the reductions 
defence budget are not so big as to pli 
the economy into recession, neither are 
so big as to give it a huge dividend. O 
















s being equal, a big cut 
nding (say of 40% over ten years) applied 
eficit reduction, could produce a 2% fall 
eal interest rates. But other things will 
Xt be equal; interest rates in the 1990s will 
influenced by many other factors than a 
in the defence budget. 
Anyway, there is no guarantee that sav- 
gs on defence would be applied to deficit 
duction. At the end of the Vietnam war, 
nce savings were mainly spent on enti- 
ent programmes. If that happened this 
the promised reductions in interest 
would disappear. That might be ac- 
able if instead of spending the money 
defence, Congress spent it on "assets" 
vould give a real economic return—in- 
| training, for example. But will it? 
efence cuts produce no national 
-or bust, what will they do to regions? 
Yough the picture is not as clear as it was, 
nce spending is concentrated on the 
rs and in states sufficently diversified to 
sorb cuts. Skilled workers will leave de- 
ce projects for civilian ones, often within 
he same firm. But there will be local fall-out. 
he Maine economy might suffer from a 
lownturn in orders at the Bath Ironworks; 




















































ade talks 


-uphoria time 


HE mood of American trade buffs to- 
. wards Japan oscillates by the week. At 
he moment it is cheerful, thanks to recent 
apanese concessions on imports of satellites 
ind supercomputers and a reasonably pro- 
uctive session of “structural impediments 
ative” (sir) talks that were held in Wash- 
ngton this week. But it could soon change, 
cially when Congress realises how small 
| be the impact of all the talk on its real 
ncern, the trade deficit with Japan. 
The two specific Japanese concessions 
€ in response to its naming last May for 
trade practices under the super-301 
sions of the 1988 trade __. 
Had nothing been done by 
l6th, the Americans 
ght have retaliated against - 
anese imports. Trade nego- 
tors are confident that the 
apanese will soon offer similar 
ncessions on the import of 
iber products, the third cat- 
named under super-301. 
n the sii talks the Ameri- 
ns presented a 250-point 
ing list of changes they 
d in Japan, for instance 
he retail-distribution law; 
Japanese responded with 
80-point list for America 
includes a higher petrol 


38. 















iy applied e 








Hawaii is likely to suffer from base closures, 
and so may parts of Washington state. 
What about those companies that do 
defence work? Some in the industry are wor- 
ried. When congressmen suggested, for ex- 
ample, that the industry should continue to 
spend heavily on R&D, even if production 
runs are being reduced, they were sent away 
with fleas in their ears. Mr Malcolm Currie, 
the chairman of Hughes Aircraft Company 
told the Electronic Industries Association 
(and by extension the Pentagon) on March 
27th that R&D without production would 
not provide sufficient earnings. 
Nonetheless, the new defence budget 
will have some economic opportunities. Mr 
Byron Callan, of Prudential-Bache, points 
out that many of the armed forces' comput- 
ers date from the 1950s and 1960s. In a 
smaller, but increasingly "smart" defence 
set-up, verification and intelligence technol- 
ogies will be at a premium. So will simula- 
tion and training systems, unmanned vehi- 
cles, anti-submarine warfare, drug 
interdiction technologies . . . the list is quite 
long enough for those far-sighted folk in 
California to find something to keep the or- 
ange groves at bay for a while yet. 
B 


tax and education reforms. The Japanese 
comment sardonically that to less intimate 
partners such interference in each other's af- 
fairs would be intolerable—hence the si 
talks testify to the strength of bilateral rela- 
tions. But despite this week's progress there 
is still some way to go before the sii can be 
said to have succeeded. 

Whence Japan's sudden flexibility o 
trade? The turning point was the summit in 
early March between President George Bush 
and the Japanese prime minister, Mr 
Toshiki Kaifu, and the subsequent visit to 
Washington of Mr Noburu Takeshita. Only 
after these talks—now described as highly 
successful —did the Japanese take American 
threats of possible retaliation seriously, giv- 
ing the politicians in Tokyo the incentive 
they needed to push their bureaucrats into 
concessions (see page 26). | 

American reactions come 
from two camps. One argues 
that the Japanese have offered 
similar concessions before with 
no result. They criticise the sat- 
elite deal, for instance, be- 
cause it opens to foreign com- 
panies the procurement only 
of commercial satellites. The 
Japanese redefined the Cs-4 sat- 


drawing board into a research 
vehicle that escapes the new 
rule. The other, more bullish, 
group is saying that the conces- 
«Sions on both goods and struc- 
‘tural impediments show that 
toughness works, and that the 





elite that is already on the- 





















Hills's toughness paid off 


next round of super-301 due at the end of 
April should include lots more targets. _ 

They have plenty of possible choice 
The latest National Trade Estimates report, 
sent to Congress on March 31st, takes 20 
pages to discuss Japan's unfair practices, and 
12 for the European Community. Mrs Carla 
Hills, the United States trade represen- 
tative, will nevertheless be keen not to name 
too many countries or items on April 30th. 
Not all those named last year have caved 
in—talks have not even been held with one 
of the countries, India. 

The si talks, if they succeed, run the risk 
of appearing to give another boost to bilat- 
eralism over multilateralism. In a new book 
published by the Council on Foreign Rela- 
tions, one foe of trade bilateralism, Mrs Syl- 
via Ostry, offers a possible solution. She ar- 
gues that the su, which covers a ragbag of 
microeconomic and macroeconomic issues, 
is a symptom of the need for the policies of 
rich economies to converge as the world be- 
comes more interdependent. The right way 
to discuss this, she reckons, is certainly n-~ 
bilaterally—for that could lead to manag 
trade. Nor is the GATT able to take it on, for 
the issues stretch beyond trade and tariffs. 
Instead she suggests using the rich-country 
club of the Organisation of Economic Co- 
operation and Development. This chimes 
with a proposal by Mr Gary Hufbauer. of 
Georgetown University that the OECD 
should become a big free-trade area. 

This does not address the real problem 
over structural impediments, which is who 
decides when they exist. The Americans 
have sometimes argued that the existence of 
a trade deficit is sufficient proof of them. 
But, especially with the yen sliding against 
the dollar, their deficit with Japan could eas- 
ily remain even if all impediments were re- 
moved. It can be cured only when its under- 
lying cause, the gap between America's gross 
saving (1396 of GNP) and gross investment 
(1596 of GNP), is tackled. Even Congress is 
now dimly aware of this basic piece of 
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Among those scheduled for 1990 are: 

Christopher Bartlett, London, April 27, 1990 

Tom Peters, London, May 4, 1990 

John Naisbitt and Patricia Aburdene, London, May 18, 1990 
Peter Drucker, Nr London, May 30 - June 1, 1990 
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J Counting on Quality: Europe's Challenge in the 1990s 
Sheraton Hotel, Brussels, Belgium, April 5-6, 1990 

Ql] Investing in US Businesses and Markets 
Claridge's Hotel, London, May 3-4, 1990 

Qj Exploring Leading Edge Management 

Grand Hotel, Interlaken, Switzerland, June 5-7, 1990 


(d People and Technology: Making Your IT Work for You 
London Marriott Hotel, London, June 15, 1990 


Insurance - How an International Industry Goes Global 
Royal Garden Hotel, London, June 25-26, 1990 


Winning in the Global Game 
South Lodge, Nr Horsham, July 1-3, 1990 


(J International Investor Relations 
Effingham Park Hotel, Sussex, July 9-10, 1990 


C LC 





10, RUE DE LA PAIX 


The Economist Conference Unit is pleased to bring to your attention our forthcoming I onferences featuring 3 : 
contemporary leading experts and top management on a range of business, man ageríal, financial and political issues. 
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NEW YORK | TOKYO — 
743, FIFTH AVENUE - 2F AOYAMA TWIN TOWER 






C Water Privatisation One YearOn |. 
Royal Garden Hotel, London, September 12,1990 
LÌ The Integration of Telecommunications and Broadcasting 
Royal Garden Hotel, London, September 17-18, 1990 
(] The Greening of European Business oe 
Marriott Hotel, Munich, West Germany, October 4-5, 1990. - 
The 1990 Retailing Conference: international Strategies For | 
intercontiner 


ae 


ital Hotel, London, October 25-26, 1990 


if you would like further information on any of these conference 
please complete the form below and send it to: Angela Durnford 
The Economist Conference Unit, 25 St James's Street, London 
SWIA IHG. Telephone: 01-976 6565, Fax: 01-931 0228. 
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macroeconomics. 
Trade negotiators in the sii talks have lit 
on another test of structural impediments: 
big price differences. A survey has shown 
that many goods—even those produced in 
Japan—cost more in Tokyo than in New 
York. But this can be for all sorts of 
reasons—slowness to adjust to exchange- 
rate changes, transport costs, distribution 
structures. Nobody would expect traded 
goods to be identically priced in, say, Mana- 
gua and Manhattan. Does that mean Amer- 
ica has structural impediments to imports? 





Child care 
Another veto? 


WASHINGTON, DC 


YT WAS President Nixon who in 1971 
.... blocked a congressional bid to round off 
^-great-ociety legislation with a child-care 
bill. He claimed that federally-supported, in- 
stitutional child care would undermine the 
family by encouraging mothers with young 
children to go out to work. Yet they have 
done so, heedless of Mr Nixon. Today three- 
fifths. of mothers with children under six 
work outside. the home, compared with 
fewer than one-third in 1970 (see chart). In 
1987, for the first time, more mothers with 
babies under one worked than not. 

This social change has naturally led to 
an ever-growing demand for government 
help with the costs of child care. Politicians 
have been ardent with promises, few more 
so than Mr George Bush in 1988. Legisla- 
tion has been slower to emerge. The Senate 
approved a bill last June; the House of Rep- 
resentatives spent the year squabbling over 
which committee should have jurisdiction. 
On March 29th the House at last adopted a 
_ Wil, A conference with the Senate to iron 
' — t differences will take a few more weeks, 


but some time in the summer Mr Bush will. 


be presented with a law to sign. 


Child-care for working 
mothers With children under 5 


Horne care by 


non-relative 





Death delayed 


WASHINGTON, DC 


T THE last minute the courts have 
stayed the execution of Mr Robert 
Harris, the Californian who had been 


tion since 1967 but on March 30th an 


ruled that Mr Harris, who was sentenced 


| had inadequate psychiatric advice. Had a 


jury been told that his brain could have . . 
been damaged by foetal-alcohol syn-  . 
drome, and by blows to his head as a. 

child, it might have recommended life’ 
imprisonment instead. Judge Noonan 


wants a judicial panel to review these 
possibilities. 

Governor George Deukmejian aiid 
other state officials, unimpressed by 
these hypotheses after going through 19 


April 2nd a majority on the Supreme 


Court ignored their plea to overturn’ - 
Judge Noonan's ruling. Chief Justice Wil- 
liam Rehnquist, who is eager to shorten — 
the death-penalty appeal process, and . 
Justice Anthony Kennedy, the latest ap- 


pointment to the court and himself a 
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He is threatening to follow Mr Nixon's. 
example and to veto it. As always, his 
objection is partly one of cost. Congress 
wants to spend up to $5 billion next year 
and more later, to be paid for by making a 
temporary three-cent telephone tax perma- 
nent. Mr Bush's preferred bill, rejected by 


the House, would have cost around $2 bil- 
lion in the first year; he wants the telephone 


tax to go towards meeting deficit targets. 
The sharper difference between the ad- 


ministration and Congress is over philoso- — 
phy, not cash. Start with what they agree on: . 
that poor people can barely afford decent. 
child care. One survey showed that in 987 
2 care facilities, including wider use of : 






the poorest tenth of families. spent near 


quarter of their incomes. on child care, 


against.a national average of around 6%. 
The solution to this is to expand existing tax 
credits, especially for those on low incomes. 
Both the administration and Congress also 
want more cash for Head Start, the pre- 
school programme for the poor. 

But Congress reckons affordability is 
not the only issue. Armed with a weighty re- 
port from the National Research Council, it 
claims that there is a national shortage of 
child-care. services; and a need for more 


regulation of child-care providers. The. 


House and Senate bills both propose new 


programmes of federal grants to states to ex- 
pane child-care. Both also inclinge P ue gay. 


due to die on April 3rd. California had  .| | 


long been preparing for its first execu- 
appeals court judge, Mr John Noonan, ^ 


to death 11 years ago for coldly killing 7 
two teenage boys in 1978, might have — 


dissented. 


| 

| 

| 

| 

| 

| 

| 

| 

Í 

| earlier appeals, were incensed. But on`- 
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this year’s elections, in California and 
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Life goes on 
Cahforniams were among the three who 


Even if Mr Harris’s appeal fails, the 
delay could run to months. None of the 
other 277 prisoners on California's 
death row have exhausted their appeals. 
Public frustration. over the procedure 
will surely guarantee that the death penc - 
alty becomes an even more bitter issue in 


across the country, than it already w Was. 


———————————— 


control and PRENE measures... 

The administration is strongly against 
all this, arguing that federal help should of- 
fer mothers a choice of how they care f 
their children and not push them into: 
institutional day care (which only one- 
ter choose now). It also says that more regi 
lation will simply push up costs, maki 
child care even less affordable. | 

There isalso a not-so-subtle worry abot 
the middle classes. The administration's: 
sion of the bill would take tax credits 
from them. Congress shies away from 





well as the poor to benefit from mor 


after their-usual hours. It is also cou 
church-state constitutional ro 
vouchers to be used to buy chi 
religious groups. These concerns 1 
good politics—social programmes th 

efit only the poor seldom flourish. Bu 
$7 billion that the federal governmen 
supporting child care last year, most 
through the dependent-care tax credi 
just over half went to low-income grou 
sor got four-fifths... 
The adm stration seems to have: 
f the economic argument. Any ex 
help that is given should surely go to rai 











mes of the poor, even if critics 
: ion is an janti poverty bi 






















































he dpposed national oe of chi 


of people employed—and when their 
al wages have barely risen. More federal 
sh could easily turn 


in hour—not more child-care slots. 
Congress has a point about the good of 





“it needs to be light-fingered. And the 
t route to good child care might lie 


help now, either because thev are too 
ll or because they are worried about li- 
ty insurance. If Congress were to reform 
ity law and to offer tax breaks to en- 
ge companies to group together to of- 
their staff facilities, it would be Home a 
improve child care. —— 
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vironmental crime 
?olluters beware 


CAMBRIDGE, MASSACHUSETTS 


ALTHOUGH Exxon may have won a 
breathing space in its fight against oil- 
spill damages, the message remains clear. 
e insider trading in the 1980s, sins 
against the environment will, in the 1990s, 
be the bane of boardrooms—and the milch- 
cow of company lawyers. 
Last month Captain Joseph Hazelwood, 
who was in charge of the Exxon Valdez 
when the tanker struck a reef, was acquitted 
charges of reckless endangerment. This 
ends support to Exxon’s claim that the 
ling of 10m gallons of oil into Prince Wil- 
| Sound was an accident and not the 
Ot ipany's responsibility. But Exxon, which 
ces 150 pending civil suits for punitive 
ages, is far from being in the clear. 
Two oil-spill cases that were settled in 


ld- 
e services, it is hard to spot when the 
et has responded by doubling the num- 


into higher 
ages—half the child carers earn less than 


d care and the case for some regulation. 


employers. Few of them offer child- 
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| November 1989 could have implications for 


Exxon. Shell paid $20m to settle claims after 

a leak at its refinery in San Francisco Bay. 
And Ashland Oil coughed up $32.5m for 
leaking 750,000 gallons of diesel oil into the 
Monongahela and Ohio rivers. Of this, 
$4.6m went to Pennsylvania to compensate 
the state for the pollution of the water sup- 
ply of more than Im Pennsylvanians, and to 
pay for training programmes in environ- 
mental science. This is the largest amount 
ever paid to a state for an environmental vi- 
olation. So far, say Alaskans. 

The prosecution of environmental 
crime has increased steadily since the Envi- 
ronmental Protection Agency’s Office of 
Criminal Enforcement was founded in 
1982. Recent developments are particularly 
tough on companies. Various laws have 
been amended to include felony provisions. 
The EPA has said that treble-damage actions 
will be brought against companies which 
refuse to comply with administrative orders. 
It also plans to go after those who are reluc- 
tant to supply information: “We're looking 
for the cases where someone has lied in re- 
sponding to an information request so that 
we càn bring criminal charges," says Mr 
Bruce Diamond, director of EPA's Office of 
Waste Programmes Enforcement. 

In the past, low fines made it more prof- 
itable for companies to continue to flout 
regulations than to reduce pollution. Now 
this may no longer be true. The Sentencing 
Commission estimates that the average 
company fine levied in 1988 was $195,000: 
this represents a substantial leap from the 
$48,000 average in 1986. And prosecutors 
are using strict liability to catch companies 
that hire others to dispose of their waste. 

But conservation would be better served 
if the law were enforced, rather than vio- 
lators penalised. Unspoilt countryside is bet- 
ter than a clean-up. Higher fines are all too 
likely to be passed on to consumers. And 
studies show that the "stigma" of criminal 
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prosecution. does not much affect compa- 
nies’ sales or profits. 

How can enforcement be improved? 
Restoration injunctions provide a way to at- 
tach a market value to the environment. 
Courts can order firms to replace lost stocks 
of animals and plants. In the Shell case the 
company was charged $11m to restore de- 
pleted natural resources, including the pur- 
chase of 1,000 acres of wetlands for local 
fisheries. 

The thought of "neo-receiverships" is 
in the wind. Gone are the days when receiv- 
ers were appointed merely to liquidate as- 
sets. Financially healthy firms are now liable 
to face a court-appointed receivership if they 
persist in violating environmental regula- 
tions. Could Alaska's lieutenant-governor 
become Exxon's president? Far-fetched as it 
sounds, the idea has received attention in 
the Alaskan courts. 





Clean air 


Culture clash 


LOS ANGELES 


HE Senate passed a clean-air bill on 
April 3rd. It must be a good one because 
the lobbyists on both sides detest it. Envi- 
ronmentalists say it is a sell-out; industri- 
alists say it will break them. The bill is a long 
way from becoming law, because the House 
has yet to fashion its own version, let alone 
reconcile that with the Senate's. But the big- 
gest hurdle, satisfying the green Senate and 
the cost-conscious president, has been leapt. 

The bill's most contentious part deals 
with urban smog, the cocktail of ozone, car- 
bon monoxide and hydrocarbons that fills 
the lungs of many American city dwellers 
and that was to be a solved problem long 
ago, according to the original Clean Air A ^ 
of 1970. The hope now is to force carmake 
to reduce the emissions from cars by 1995 
(and again by 2003 if more than 11 cities are 
still exceeding certain standards) and to 
force petrol makers to produce cleaner fuels 
by the middle of the decade—either by 
switching to alcohol-based fuels or by re- 
formulating petrol. 

Nowhere is more smoggy than Los An- 
geles, the city that exceeded federal stan- 
dards for air quality on 232 days of the year 
in 1988. California, exempted from much of 
the clean-air bill as a special case, has already 
set its own (tougher) rules, and is furious 
that the federal bill does not follow its exam- 
ple. It cannot require Detroit to make most 
cars cleaner for California than for else- 
where, but it hoped for federal support to 
force carmakers to produce large numbers 
of alcohol-burning cars in the mid-1990s. 

lt is now one year since the South Coast 
Air Quality Management District, which 
sets the e riles. for Los Angeles, laid out i 












The ultimate smog machine 


plans. At its simplest, SCAQMD's job is to 
persuade Angelenos to use their cars less. 
Cars account for 97% of the carbon monox- 
ide, 7396 of the nitrogen oxides and 5396 of 
the hydrocarbons emitted into the air. 
SCAQMD likes to say that cars and other 
sources each spill the equivalent of half an 
Exxon Valdez into the air each month. lt 
calculates that the average commuter has a 
one-in-10,000 chance of dying of cancer 
from the car exhaust he breathes. 

Los Angeles has three times as many 
cars as India. The normal solution to in- 
creasing congestion—more roads—is in- 
compatible with clean air. So how to cut car 
use? SCAQMD has eschewed macro measures 
such as petrol taxes or road pricing. Ms Pa- 

icia Nemeth, the deputy executive officer, 
e. only half jokingly that a 50-cent tax on a 
gallon of petrol would discourage car use lit- 
tle, but would generate enough money to 
double-deck all the freeways in Los Angeles, 
which is exactly what is not needed. Conges- 
tion pricing of roads, even if it were con- 
stitutional for the state to charge for the use 
of federally built roads (which it probably is 
not), would be equally ineffective, she ar- 
gues, in a city where the long-distance com- 
muters are wealthy and the short-distance 
commuters hardly travel faster on freeways 
than on streets. Petrol rationing, she adds, 
would work . . . 

The most macro measure SCAQMD is to 
take would require operators of fleets of 15 
or more cars (taxis, delivery vans, etc) to use 
clean fuels. The agency will decide next year 
which fuel it will require. Its chief scientist, 
Dr Alan Lloyd, has been running tests with 
car and oil companies of the four possibil- 
ities: methanol, ethanol, natural gas, pro- 
pane. Methanol is the favourite, because it is 
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SAN FRANCISCO 


HE inhabitants of Los Angeles have 

become unusually expert this spring 
on the sex life of the Mediterranean fruit 
fly. Radio talk-show hosts speak of little 
else. The “medfly” is no joke. It is a trou- 
blesome, costly, multiplying pest, the 
most destructive of all fruit flies, and its 
staying power and its threat to Califor- 
nian agriculture is becoming ominous. 
The farmers insist on its eradication— 
but suburbanites resent having their gar- 
dens and houses sprayed with pesticide 
from the air. 

For several months, ever since a 
medfly was discovered near Dodger sta- 
dium in Los Angeles, the area has been 
in an uproar over aerial spraying of mala- 
thion. Advance warnings, telling people 
to stay indoors and cover their cars and 
swimming pools, have become so routine 
that they have bred a rebellion. Pasadena 
has gone to court to forbid the invasion 
of its airspace by spraying helicopters. 
Some areas claim they have suffered as 
many as 35 sprayings. 

Last month, the discovery of just one 
(virgin female) medfly in Riverside 
county triggered fresh panic among 
farmers and fresh rage among city dwell- 
ers. That agricultural inspectors, hang- 
ing traps on trees, can find a single sus- 
pect and call in a saturation assault seems 
like overkill to most people. 

The malathion mixture used is rela- 
tively mild, less concentrated than gar- 
deners are likely to use. Even environ- 
mentalists acknowledge that studies have 
not yet shown that humans can be 
harmed by such doses. California’s De- 
partment of Food and Agriculture, with 
some $16m worth of fruit, nut, grape and 







































as cheap as petrol, easily made from natural 
gas, requires little alteration of car engines 
and is probably relatively safe. Its two big- 
gest dangers are formaldehyde pollution in 
an enclosed space (such as a multistorey car 
park after a theatre) and the fact that its 
flame is colourless and dangerously invisi- 
ble. The oil companies will be hoping to per- 
suade SCAQMD that reformulated petrol can 
be clean enough. 

This aside, SCAQMD’s rules are many 
and micro. One of the most successful is a 
scheme to encourage car-pooling. Compa- 
nies in Los Angeles are now under threat of 
a fine if they do not bribe their employees to 
share cars to work with incentive payments 
of $45 a month for those in cars carrying 
two or three people, $55 for those in cars 
carrying four and $60 for those who take the 
bus or bicycle. The scheme at present ap- 


Safe sex for medflies 





| 
a | 
berry ctops annually, is intent on pro- 
tecting both domestic and export mar- | 
kets and wants to be assured that all ship- 
ments are uncontaminated. 

But saturation spraying, says the | 
state, is a temporary expedient only. Its | 
better weapon: sex. It promises to end 
spraying by May 9th when it will have | 
enough sterile fruit flies to launch an in- | 
vasion that will eliminate the medflies in 
one sweep. It is claimed that since the fe- 
male fly mates only once (some scientists 
dispute this) the population can be ter- 
minated by overwhelming the females 
with sterile males. 

The agriculture department is so con- 
fident of the powers of the sterile medfly | 
that it has built its own laboratory in Ha- 
waii to produce them. Wild flies, abun- 
dant in Hawaii, are captured and sub- 
jected to a mild radiation to render them, 
both male and female, infertile. | 

The tactic was used last year, but the | 
state ran out of sterile flies in December | 
when it had to deal with several out- | 
breaks at once and had to revert to mala- 
thion spraying. It is determined to have | 
enough—which means 150m a week—in | 
May. By the end of the year it will be pro- 
ducing 900m a week. 


plies to employers of more than 200 people 
and is being extended this year to those who 
employ at least 100. To set an example, em- 
ployees of SCAQMD now travel to work at an 
average density of two per car. 

Through such schemes SCAQMD has set 
itself an ambitious task: to alter a culture. In 
its booklet “25 ways you can clean the air”, 
it tells people that sitting in a car in the 
queue for the drive-in bank is simply not 
trendy; nor is lighting a barbecue with 
lighter-fuel or painting with a spray can (bar- 
becue lighter-fuel adds as many hydrocar- 
bons to Los Angeles's air as 4m cars or one 
oil refinery). And if the car in front is spew- 
ing smoke, there is a telephone number to 
call (1-800-CUT-SMOG), which will result in 
the owner receiving a sharp reprimand and 
instructions to have his car seen to. 











‘VERY English law student | knows how useful i it is to have the 
power to interpret the | language of a statute. “When I use a 
- word," said Humpty Dumpty, “it means just what choose it to 
mean, neither more nor less." “The question is," said Alice, 
"whether you can make wotds mean so. many different things." 
“The question is,’ ' said Humpry Dumpty, “which is to be mas- 
ter—that’s all." ' Justice Antonin Scalia of the Supreme Court 
has, it seems, been reading his “Through the Looking Glass"; 
the consequences could be far-reaching. 
To understand why, beer with a little legal excursus. In both 
English and American law, a judge trying to find the meaning of 
a statute starts with the stat- 
ute's words. But in Ameri- 
can law (though never in 
ngland, which has pre- 
ferred Alice’s question to 
Humpty Dumpty's answer) a 
judge can do more. He can 
go behind the words of a 
_ Statute to divine what legisla- 
-tors thought they meant a 
_law to say by reading what 
they said about it on the 
floor of Congress or in 



































: technique has 
| drawbacks. It is not easy to 
. decide which congressman 
-. to read, or what weight to at- 
-> tach to which opinion. But 
Mr Sealia, in a series of re- 
cent opinions, has. gone be- 
yond that objection. In ef- 
fect, he has said that when a 
.judge. examines the way 
Congress went about its 
- business, he finds not latter- 
day Olympians, but some- 
hing more tawdry. 

Th e language i in a committee selon: said juice Scalia last 
year, is Paa at best by a committee staff member at his or 
er own initiative, and at worst by a staff member at the sugges- 





'al debt, with the ancillary aim of influencing a judge at some 
later date. That, Mr Scalia has held, is illegitimate. If Congress 
wants a law to achieve something, it should make sure its lan- 
guage bears the intended weight, clearly and on its face. 

^ The reaction in Congress has been one of wounded amour 
- propre. Having made Humpty Dumpty's claim for years, the Hill 
-is now faced with a judge who has pointed out the obvious—that 
ome of Congress's output is littie more than a service to lobby- 
s. Since he was appointed to the Supreme Court in 1986 by 
esident Reagan, Mr Scalia has shown he is his own man, and 
-original one. He is becoming larger than life in the way great 
stices are: aggressive in court, articulate in opinions, gregari- 
sly Italian, and still only in his mid-50s. Though he is (in the 
y these things have to. be characterised) a judicial conserva- 
fe, his knees do not jerk; last year, for example, he concurred 
th the liberal view that flag-burning was protected by the con- 
titution’s first amendment. 

-. His present campaign, similarly, cannot be politically pi- 
'eon-holed, bur if the i sees that lie at its heart are extended, 
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ion ofa lawyer-lobbyist." It is there often just to pay off a politi- - 


Justice Scalia and the Humpty Dumpties of politics 


it may have wide political consequerices. For what he has done is 
challenge a convention that the courts should not interfere in 
congressional matters. And nowhere does the judicial branch 
have more reason to interfere in the legislative one than in the 
argument over how thé legislature composes itself. America is 
gearing up for one of the most miserable, unprincipled displays 
of ip em in the western world: the drawing of new congres- 
sional boundaries after the census of April Ist. 

Those new maps will be drawn by state legislatures and ap- 
proved or vetoed by state governors. Every state with more than 
one representative will redraw all the boundaries of all its con- 

gressional districts to take 


So the goal this year is to be 
in a position to draw district 
lines to the advantage of 
your: party—in short, to 
gerrymander: 

Politicians are wonder- 
fully open about this. Take, 
for example, Senator Trent 
Lott of Mississippi, a nice, 
firm-handshake, unembarr- 
assable sort of man. At the 
Southern Republican Lead- 
ership Conference on 
March 30th, Senator Lott 
mused on the effect of the 
1982 Voting Rights Act, 
which forces states to create 
"minority districts” —con- 
gressional districts where a 
racial minority is in a major- 
ity. Republicans might have 
been thought to oppose this. 
Not a bit of it, says Senator 
Lott; his party will lend mi- 
nority groups its own com- 
puter software the better to 


carve out a minority district. Typically, that. will have the effect... 


of concentrating the Democratic vote in such a district —and 
taking it out of another that the Republicans might then win. 


Courage, courts 


When challenged, even the nicest of politicians will say that what. 


they do in one state, their opponents do in another (this was a 
favourite claim of the most brazen Californian gerrymanderers); 
that it all comes out in the wash; that it is the American way—in 
short, the claim of Humpty Dumpty that black can be white so 
long as the person saying so is powerful enough to mean it. 

In America, if democratic values are being subverted, it is 
natural to look to the courts for relief. Before 1986, the Supreme 
Court had delicately steered clear of gerrymandering. In that 
year it decided the matter raised “justiciable” issues, though it 
later declined to take a resulting case. Constitutional lawyers are 
expecting a blizzard of suits to reach it after 1990. Yet there is 
little in the way of legal doctrine on what constitutes an illegal 
gerrymander. So long as gerrymandering is not driven by racist 
intent, many judges are reluctant to interfere with the age-old 
practices of American politicians, however much they may hold 


their noses when they come across them, Justice Scalia is show- i 


ing those timid judges how to call the politicians’ bluff. 


account of population shifts. 


ent rrr mas tm aria Bra AIOR I a A i pip dad nase pl va faf a p aaron ad a PAIRED rsen na V ONEA rose A Aera Pre AMAN Mr Hd IAEA: ALANI ACA BEPA Mente. 





Filitunimentetee tern timet iarna UB n p p A ta ta t a Aen perte perite rid ae T ARE akt P V mmy Mor p 
Pe 5 


nemine dene mere meer 





irt vetrine vulture arisen pea oU 0v ONENE ttr PPe tU Se TP Te yen te pateat rater SAM rt ret rrt Num em ttr Aire AC HON PSII IU HAN D Y n M He B rr E n rrr ad a Ag rm 


Private banking with Canadian stability.. 


(oso Imperial Bank 
of Commerce (CIBC ), 
headquartered in Toronto, 
Canada offers one of the most 
stable and strategically sound 
bases from which to access 
global opportunities. We are 
one of the ten largest banks 
in North America, with 
better than a century of 
international banking 
experience. Our Private 
Banking network is active in 
London, Hong Kong, Taipei, 
Singapore and throughout 
Canada. Offshore banking 
and fiduciary services are 
offered confidentially 
through CIBC subsidiaries in 
The Bahamas, the Cayman 
Islands, the Channel Islands 
and Switzerland. 

Put our global network to 
work by calling our Private 
Banking office in London at 
(01) 234-6345 or in Hong 
Kong at 8416148. 


| 
| 
Pee Canadian Imperial 
CIBC Bank of Commerce 


PRIVATE 
BANKING 
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I. the mid-1930s the co-founder 
of Volvo, Assar Gabrielsson, wrote a 
manual for his salesmen. 

A product, he explained, can be 
inexpensive without being cheap. “If 
we always use the best methods of 
manufacture, use the finest materials 
and take meticulous care, we'll produce 
a longer lasting product and one that's 
cheaper to use than others." 

Gabrielsson emphasized the thought 
when he said “a car is made by people 
for people. The guiding principle be- 
hind everything we make at Volvo is 





and must remain ... safety." 

Two decades later, in 1956, Gunnar 
Engellau, took over as Chief Executive 
Officer. “I raise my hat to everything ac- 
complished to date”, he said, “and roll 
up my sleeves to work for tomorrow." 

Speedily expanding production capa- 
city, Engellau established Volvo opera- 
tions both in Europe and the United 
States. 

Since 1971 Volvo has been energet- 
ically led by Pehr G. Gyllenhammar. He 
has reshaped Volvo into a broad-based 
and truly international industrial group. 
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Gyllenhammar has won worldwide 
acclaim for implementing such daring 
innovations as the abandonment of the 
production line to make the workplace 
more humane. 

Volvo's drive for high quality, its care 
for people and its responsibility for its 
actions continues unabated. 

"[ trust and believe Volvo will remain 
strong," Pehr G. Gyllenhammar said 
recently. “Financial health is vital to 
Volvo, but the well-being of people is 
equally important." 
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VOLVO: 79,000 em- 
ployees worldwide. Sales 
USD 15 billion, Business 
activities encompass 

cars, trucks, buses, 

marine and industrial 
engines, aerospace, food 
and finance. Our posi- 

tion as a major interna- 
tional group with 
substantial operations in 
Europe and North America 
is a result of quality, safety, 
high ethics and showing 
care for people and the 
environment. 
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The probiem with paradise, he thought as he made his way back to 
the plane, was that fax machines were a bit thin on the ground. And 
head office wouldn't appreciate a message in a bottle. “Take me to 
the Hilten” Some time later, duty done, he relaxed in the bar and 
watched. the sun go down as he waited for his companions to join 
him for dinner. Hed made the right choice, no doubt about it. You too 
can be sure. Theres no place like home. And when you're away, theres 
no place like the Hilton. O For reservations at over 

400 hoteis, call your travel agent, any Hilton hotel or H | N 
Hilton Reservations Worldwide: UK: (01) 780-1155. 


INTERNATIONAL 


THE HILTON THE HOTEL 
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Just a touch of war fever 


JERHAPS it's a step forward. By threat- 

& ening to consume half of Israel in Iraqi 
- fire, President Saddam Hussein may be im- 
“plying that he recognises the right of the 
other half to survive. Iraq's allies in the sup- 
posedly "moderate" Arab Co-operation 





Council (ACC) certainly strove to put the 


best possible complexion on the blood-cur- 

dling speech the Iraqi president made on 

Warpril 2nd. A Jordanian official called the 
speech “a measured reaction”. 

A reaction to what? March was a busy 
month for Iraq. It hanged a journalist from 
Britain, Farzad Bazoft of the Observer. It 
tried to smuggle a consignment of krytron 
switches, which are used in atomic bombs, 
through Heathrow airport in London. And 
it moved some of its medium-range Al-Hus- 
sein missiles into fixed installations near its 
western border, within striking range of Is- 
rael. But those were all Iraqi actions. What 
seemed to incense President Hussein was 
the western response. Britain condemned 
the hanging of Mr Bazoft and intercepted 
the smuggled krytrons; the Americans told 
the newspapers about lraq's new missile in- 
stallations. Iraq's president, feeling belea- 
guered, evidently decided that it would be a 











Israelis training not to be Kurds 





good time to curdle some Israeli blood. 
Most Israelis were merely surprised. 
Confirmation from the horse’s mouth that 
Iraq possessed advanced chemical weapons 
was not specially worrying: Israel has known 


about them for at least two years. But the 


tone of the speech was unexpected. It 
sounded like a throwback to the bad old 
days of the early 1960s, when Egypt’s Presi- 
dent Nasser threatened to attack Israel with 
rockets developed for him by Nazi scientists. 
And it came when many Israelis thought 
their conflict with Arab states had been 
overshadowed by their fight with the Pal- 
estinians of the West Bank and Gaza. 

Israel has always treated Iraq as a ruth- 
less and dangerous enemy. Iraq took part in 
the Arab-Israeli wars of 1948, 1967 and 
1973. It is still formally at war with the Jew- 
ish state. For years Israel supported the 
Kurdish uprising against Baghdad; it sided 
openly with the Shah’s Iran against Iraq, 
and gave arms to Ayatollah Khomeini dur- 
ing the Gulf war. In 1981 Israel’s air force 
destroyed Iraq's French-supplied Osirak nu- 
clear reactor near Baghdad. Israel said the 
Iraqis were trying to build an atomic bomb, 
even though (unlike Israel) they had signed 
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Can Peres do it 


FROM OUR ISRAEL CORRESPONDENT 


T IS almost certainly his: 
chance, but he is not contem; 
ing political suicide. So Mr Shit 
Peres's announcement on Apr 
that he had mustered enough. 
port in parliament to form an Isra 
"government for peace" must 
taken seriously. : 
Quite how, and indeed we 
he has done it is a mystery. He a 
the Likud patty's Mr Yitzhak Shar 
had hitherto been equally balan 
with the backing of 60 members. 
of the 120-seat Knesset. Labour's; 
tative coalition probably depends oi 
the defection of Mr Avraham Shari: 
a Likudnik who might be tempte 
ministerial office and by reveng 
against Mr Shamir, who threw hir 
out of the cabinet 18 months ago... 
With the Knesset in recess for the : 
approaching Passover holiday, a spe- 
cial session must be convened to give 
the new government a vote of confi- 
dence. Until that happens (possibl 
on April 8th) Mr Peres's victory wi 
be incomplete. His gamble is based 
on the hope that further defectior 
will follow once he has secured 


So far only one of four religion . 
parties—Agudat Israel—has made 
formal agreement with Labour. So 
members of the Shas party (who 
abstentions last month brough 
down the Likud-Labour coali 


stitutions. But the rabbis' dem 
offend parties on the left, such a 
Civil Rights Movement and th 
cialist Mapam, to say nothing o 
Arab nationalists and Commu 
whose support Mr Peres also nee 

The feverish horse-trading has 
creased calls for reform of Israel's sy 
tem of proportional representatior 
which puts power in the hands 
tiny parties or even one-man factior 
such as Mr Charlie Biton, a form: 
communist. With the support of V 
Biton and Mr Sharir, plus Labour 
own 39 seats, plus the backing of 2 
religious, left-wing and Arab men 
bers, Mr Peres would have an abs 
lute Knesset majority of one. 




























































lear Non-Proliferat 
[he Gulf war left Iraq wit OW 
orce and a battle-hardened army of 1m 
iers. Israeli generals fretted about Iraq, 
an and Syria forming a new "eastern 
". On at least one occasion since the 
rs end Iraqi aircraft have flown intelli- 
nce-gathering missions along Jordan’s 
rder with Israel. Iraq and Jordan recently 
unced the formation of a joint fighter 
dron. Israel growled. But, by and large, 
aders assumed that Iraq was too weary 
‘its war with Iran to step back to the 
line with Israel. —— | 
Now they are not so sure. President 
ssein's speech may be nothing more than 
oragging of a leader trying to extricate 
lf from embarrassment by means of 
-anti-Israeli sabre-rattling. But Iraq's sa- 
is not just for show. Unlike Nasser's 
ets, Iraq's missiles really work: they were 
to horrible effect against Tehran in the 
war. President Hussein has also shown 
he does not shrink from gassing people. 
88 Iraq used chemical bombs to break 
spirit of Iran’s Revolutionary Guards 
0 exterminate its own (Kurdish) towns- 
ple of Halabja. 
srael is somewhat better protected than 
wretched Kurds, not least by a nuclear 
senal which some western experts put at 
re than 100 atomic bombs and a score of 
yen more powerful hydrogen bombs. The 
ming of the launch of Israel's second ex- 
perimental space satellite, Ofek II, on April 
3rd, just a day after the Iraqi threat, was 
probably coincidental; but the Shavit rocket 
which bore the satellite aloft can clearly 
carry more dangerous payloads. Israel, said 
its prime minister, Mr Yitzhak Shamir, 
knew how to defend itself”. Is there, in this 
change of warnings, the danger of Iraq 
id Israel talking up a real war? 
Another Israeli strike against Iraq's nu- 
t programme, or perhaps on this occa- 
| against its missiles or poison-gas fac- 
; cannot be ruled out. It was ostensibly 
restall such an attack that President 
n made his fire-breathing speech. He 
Israel on notice that Iraq has a chem- 
errent to brandish against the Israeli 
one. Iraq, he added, did not have 
id not need nuclear weapons of its 
chemical weapons would do nicely, 
‘you. The krytron switches, Iraq's for- 
| ministry said, were bought openly for 
industrial laser being developed by the 
try of industry. 
rael insists that it has done nothing to 
ke Iraq's present flap. Like Britain, it 
sses the lraqi claim that Mr Bazoft was 
raeli agent, spying out targets for Israeli 
That has not stopped mos: Arab 
from greeting President Hussein's 













has drained most peóple's noisemaking 
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talk kia put. The speech filled - 









FROM OUR CAIRO CORRESPONDENT 


EW research shows that stress 

caused by noise has driven six out 
of ten Cairenes to take tranquillisers. Yet 
people who visit Cairo in the next few 
weeks will find it hard to believe that 
they are in the world's noisiest city. For 
four hours every afternoon Cairo's 
streets become so quiet that you can even 
hear the birds singing in famously deaf- 
ening Rameses Square. — 

The reason? Muslims around the 
world are celebrating the holy month of 
Ramadan: they are forbidden to eat, 
drink or flirt between dawn and sunset. 
By late afternoon exhausting abstinence 


energies. Work gets sandwiched between 






National Council, the parliament of the Pal- 
estine Liberation Organisation, was particu- 
larly gleeful. He said: “We hail President 
Hussein for his great speech, which reflects 
his confidence in himself and in the strength 
of the Iraqi army, on which we still pin great 
hope for liberating Palestine." 

Foreign ministers of the ACC (which 


groups Iraq, Egypt, Jordan and North Ye- 


men) convened in Amman on Thursday to 
discuss "the anti-lraqi campaign being 
launched from London". Even King Hus- 
sein, the Arab world's most genial Ánglo- 
phile, said his Iraqi'ally had spoken out only 
when the "iniquitous campaign" against 
him had reached "fever pitch". And Syria, 





Iraq's implacable rival, showed sneaking ad- - 


miration for Iraq's assertiveness. “In a battle 
like this," said Tishreen, the government 
daily, "personal tensions and side-disputes 
should be abandoned so all can unite to con- 
front the Zionist danger". 

President Hussein may have blotted his 


copybook in the West. But for this week, at 


least, he is the unchallenged hero of the 
Arab world. 
















You can hear the tummies rum 














early-morning and late-afternoon. naps. 
In the evening the post-prandial faithful 
slump in front of television to watch the- 
special Ramadan  extravaganzas on 
which Egypt's state network spends a _ 
third of its money. 

But Ramadan in Egypt is not all peace 
and quiet: it has become a month of 
feasting as much as fasting. Electricity 
consumption surges by 25% because — 
shops stay open until late at night and 
revellers stay up until the early hours of 
morning before tucking into a pre-fast 


"supper". And at Ramadan breakfasts 
Egyptians eat so heartily that the govern- 
ment has to lay on extra supplies of 
(state-subsidised) staples such as flour, 
sugar, rice and cooking oil. 

Every Ramadan sees fights between 
Egyptian shopkeepers and hungry cus- 
tomers complaining about prices. This 
year stocking up for the fast became un- 
usually competitive. Prices for many fruit 
and vegetables almost doubled at the be- 
ginning of the month. Five women were 
crushed to death in a flour queue during 
the week before Ramadan. 

Another danger to life and limb is 
posed by famished drivers racing heed- 
lessly home to beat the cannon-shot fired 
from the Citadel to mark the end of the 
daily fast. Many Cairenes think it is a 
small price to pay for a few hours of pre- 
cious silence. 
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Zimbabwe 
Now we are ten 
FROM OUR AFRICA CORRESPONDENT HARAI 
TA OR the moment it is a rare African suc- 
cess. Ten years after independence, 
Zimbabwe boasts stability, democracy and 
economic growth of 496 a year. Under the 
schoolmasterly rule of President Robert 
Mugabe, agriculture has flourished, 2,000 
new secondary schools have been built and 
clinics have sprung up in the poorest cor- 
ners of the land. Last week Mr Mugabe and 
his ZANU party won their third election. Af- 
ter Zimbabwe's tenth anniversary, on April 
18th, they will be free to revise the British- 
brokered independence constitution. The 
worry is that Mr Mugabe will use his new 
freedom to destroy his past success. 

The chief danger is that he will impose a 
one-party state. This has always been Mr 
Mugabe's aim, and he believes the March 
elections gave him the necessary mandate. 
He won 7896 of the votes cast in the presi- 
dential election, and zanu did about as well 











lappy to have a choice 


in the parliamentary poll. Mr Mugabe's crit- 
ics say this does not prove his popularity. 
Only just over half the electorate voted, 
down from more than 9096 in 1980 and 
1985. And the opposition Zimbabwe Unity 
Movement (zUM) might have done better 
had it been given a fair chance. 

In the event ZUM was refused permission 
to hold big rallies in the capital. It had diff 
culty hiring buses for its people, whereas 
ZANU hired so many from the state bus com- 
pany that commuters complained. During 
the voting the polling stations were models 
of calm, sometimes because the local opposi- 
tion had been, made to "surrender" in ad- 
vance. In one constituency a prominent 
ZANU candidate led a gang of party toughs in 
vandalising his opponent's shop. In another 
the. opposition candidate, Mr Patrick 
Kombayi, was shot when defending the 
V ombayi mini-mart against a similar attack. 

s a result of such violence, two ZUM candi- 
^ dates thought it wise to withdraw. 
Yet Mr Mugabe's people probably had 

no reason to play dirty. ZUM was too poor to 
campaign outside the towns, and had been 
made unpopular by its association with Mr 
lan Smith, who ruled the country when it 
~ was called Rhodesia. zuw's leader, Mr Edgar 
Tekere, had provocatively suggested that, if 
re-elected, the government would fall to a 
people's revolution within a year. But his 
party refrained from violence. The state- 
controlled television news managed to find 
only one instance of ZUM intimidation: the 
offender was an old woman, the victim a 
young man. 

Few Zimbabweans think much of the 
. impetuous Mr Tekere. But plenty, including 
some within Mr Mugabe's party, would hate 
to. see ZUM banned. For those with short- 
wave radios, the revolutions of Eastern Eu- 

rope have underlined the failure of single- 














party systems. Others enjoy Mr Tekere's 
irreverence: in a country where few dare at- 
tack the government, it is nice to hear some- 
one likening the president to a snake. 

Mr Mugabe’s senior colleagues are 
much more timid. It is said that none really 
wants a one-party system; but, when one del- 
egate rose to say so at ZANU's recent party 
congress, nobody spoke in his support. Ten 
years at the top have made Mr Mugabe a dif- 
ficult man to cross. Party literature refers to 
him as "our authentic and consistent lead- 
er”. His face appears on T-shirts, dresses and 
the ZANU party card. Streets have been 
named after himself in several cities. When 
Russia's foreign minister, Mr Edward 
Shevardnadze, visited Zimbabwe in March, 
he was made to drive 100 miles outside the 
capital for an audience with Mr Mugabe. 

Some Zimbabweans fear that their pres- 
ident will impose a one-party state as soon as 
he is constitutionally free to do so. Mr 
Mugabe may also resort to compulsory pur- 
chase of land. In the negotiations leading up 
to independence, Mr Mugabe was made to 
promise that whites would not be forced to 
sell their farms: the president says this has 
stopped him from helping landless blacks. 
His election manifesto talks of resettling 
"thousands" of families each year. 

Large-scale compulsory purchase would 
scare many whites away, just when Mr 
Mugabe has been wooing (mainly white) pri- 
vate businessmen with promises to liberalise 
trade. Mr Mugabe may well content himself 
with forcibly buying a small amount of ur- 
der-used land. In the end, pragmatism may 
restrain him from imposing a one-party 
state, too. Elsewhere in Africa, pluralism in 
politics and economics is gaining ground. It 
would be a pity if Mr Mugabe chose the 
other road. 

€—— sine 


ration for full negotiations. 


some disagreement with the decision 
the following day, after another massi 


South Africa E 
Off again, 
on again 


FROM OUR SOUTH AFRICA CORRESPONDENT: 


LMOST two months after. P 
F.W. de Klerk dropped .his 
ment's ban on the African Natiot 
gress, the movement has still not 
its leadership. Even the enormous 
of its elderly deputy president, - 
Mandela, cannot unite the b 
March 31st Mr Mandela told a huge 
rally that he had been "instruct: 
ANC's national executive to suspe 


talks that he was due 1 «m 





































































Klerk's government on Apri 






Mr Mandela's choice cféiórdsdti 


rally, he acknowledged that there had 
deed been differences of opinion, but tha 
he would rather not discuss them througl 
the media. The next day again; on / 
2nd, Mr. Mandela (nervously, onlook: 
thought) publicly telephoned a governme 
minister to arrange an "informal meetin 
with Mr de Klerk. The president slotted hir 
in on April 5th, along with the chief minis 
ters of six black tribal "states"; four with 
drew in Mr Mandela's favour, leaving on! 
Mr Kenneth Mopeli of Qwaqwa and M. 
Mangosuthu Buthelezi of KwaZulu... 
The congress had cancelled the talks se 
for April 1th in protest at the shooting b 
police of demonstrators at Sebokeng tov 
ship, in the. Transvaal, on March 26th. A 
least 11 people died after policemen fired 
a crowd that had assembled to march on t 
neighbouring white town of Vereeniging 
The ANC leadership, like most black peor 
was outraged. 
At first the shooting seemed to und 
line the urgent need for talks with the: 
ernment. The day afterwards Mr W: 
Sisulu, one of the ANC veterans who s 
decades in prison with Mr Mandela, re 
the notion that the shooting would sabotag 
the pending talks, and the preparation 
them continued. Mr de Klerk came clo 
acknowledging, "for the sake of argum: 
that the police might have erred. If s 
said, the Sebokeng shooting emphasise 
need to meet. The hiccough appears 
come when an anti-talks faction insid 
ANC seized on Sebokeng as a reason to 
progress towards negotiation. — 
Factional struggles inside the AN 
obscure. It used to be thought that th 
line was held by Mr Joe Slovo, generals 
tary of the South African Communist p 
and his successor as chief of staff o 
ANC's army, Umkhonto we Sizwe, Mi 
Hani. Both now seem to have cha 









minds. The difference that matters now may 
between the ANC leaders within. South 
ca and those still in Zambia. 

Both groups shared in the decision to 
nd the talks, and it must have been 
ipported by some from the internal wing. 
r Cyril Ramaphosa, the clever and ambi- 
us lawyer who is general secretary of the 
try s largest union, the National Union 
Yworkers, is thought to have sup- 
orted the hardliners. Successful negotia- 
is would confirm Mr Thabo Mbeki, the 
secretary for external affairs, as heir- 
ent to Mr Mandela and the president, 








et foreign aid 


MOSCOW CORRESPONDENT 


iet Union's main allies in the third 
I—Vietnam, Angola, Ethiopia and 
They are suffering from a by-product 


arge subsidies to its far-flung clients. 

he Soviet government says it gives 
re than 12 billion roubles a year in for- 
aid. At the misleading official exchange 
this would equal $20 billion. A a re- 
: rate it might be equal to $4 billion at 
That does not look much beside the 


purposes and the bulk of it to just two 



























'RESTROIKA is t the So- 


Soviet Union's restructuring: attacks. 


illion of aid (almost half of it for mili- 


ntries, Israel and Egypt) that President 


irl would be Mr Ramaphosa' s loss. 


Some South African businessmen con- - 


sider Mr Ramaphosa to be a hardliner. He 
said last year that Mr Mandela "is a member 
of the ANC and his status is no different from 


' any other member of the ANC". That was 


when Mr Mandela, still in his 
prison bungalow, was trying to 
set up negotiations with the 
government. 

À few hours before Mr 
Mandela announced suspen- 
sion of the talks with Mr de 
Klerk, the hardliners of the 

. ANC's internal wing had an- 
Other peace effort cancelled. 
The effort this time was to be 
made in Natal, where fighting 
between supporters of the ANC 


Inkatha movement has become 
even more murderous since the 
ANC was unbanned and Mr 
Mandela released. 

The plan was that, on April 
2nd, Mr Mandela and Mr 
Buthelezi should together ad- 
dress a rally and urge people to 
stop the slaughter. The ANC’s 
ostensible reason for calling off 
the rally was that it was to be held at Taylor’s 
Halt, the stronghold of an especially violent 
Inkatha chieftain. But when Mr Buthelezi 
offered to hold the rally anywhere the ANC 
chose, there was no reply. 

The ANC's hardliners seem to want both 
to delay the talks with Mr de Klerk and to 
fight to the finish against Mr Buthelezi. Ne- 
gotiations with the government may be back 
on track. Peace with Inkatha seems all too 
improbable. Mr Mandela’s authority, so 
commanding when seen from the outside 
world, may be less so in the eyes of hawks 
and doves back home. 





ddy, can you spare a kopek? 


Bush wants America to give next year. But 
by other measures the Soviet claim to gen- 
erosity is better founded. Some recent 
American calculations suggest that, as a pro- 
portion of GNP (which has to be guessed at, 
since the Soviet Union has no proper 
prices), Soviet foreign aid is about three 
times as much as West Germany’s aid and 


three anda half times as much as Britain's. 


. Then add in more than 35 billion rou- 
bles in arms exports, most of which are 
given away. Last December, in the liberal 
weekly Moscow News, Mr Andrei 
Kortunov, a member of the United States- 
Canada Institute, counted 7,925 tanks, 


Oliver Tambo, who i is ill. Mr Mbeki’ "s i 


and loyalists of Mr Buthelezi's. 









t missile among s other things, 

€ he said the Soviet Union had delivered 

» "the world's hottest flashpoints" in the 

1980s. He said that almost all the arms were 

bought on credit, repayment being forever 
deferred and often simply written off. 

The Soviet Union's liberals dislike for- 
eign aid, both because so much goes to dic- 
tators and because most information about 
it is secret. The foreign ministry gives no de- 
tails of how its subsidies are handed out. 
The best available figures are American, and 
expressed in dollars. They show that Cuba 
gets around $5 billion a year in civil aid plus 
$1.5 billion in military assistance. Soviet aid 
to Vietnam has been running at nearly $3 
billion a year, to Angola half that, and to 
Ethiopia $1 billion. 

Vietnam's central planners are and to 
be counting on no more Soviet aid after this 
year. That may be why, while still trying to 
keep total party control over political life © 
they are groping towards a freer-marke 
economy. Whether a market economy is 
compatible with Leninist politics remains to 
be seen: it was not in Eastern Europe. Both 
the Cubans and the Russians are getting out 
of Angola, which is joining the mr, intro- 
ducing real money and a market system, and 
trying to stop its horrible civil war. Ethio- 
pia's dictator, General Mengistu Haile 
Mariam, is losing his civil wars to three dif- 
ferent rebel groups; he now says, probably 
too late, that he wants a market economy 
and free elections. 

Cuba is the hard case. The $5 billion the 
Americans think it gets from the Soviet 
Union keeps the economy afloat (Cuba gets 
about as much from the Soviet Union per 
head as Israel gets from the United States). 
The Soviet Union buys Cuban sugar at four 
times the world market price, and sells Presi- 
dent Castro's government cheap oil, so that 
the Cubans can sell it on at world prices and 
keep the profits. í 

Yet Mr Castro is locked in a war c 
words with Mr Gorbachev. Last October 
Cuba's veteran leader said flatly that 
“perestroika is contrary to the principles of 
Marxism-Leninism.” As his policy of ex- 
porting revolution to Central America col- 
lapses, he has scolded Russia for snuggling 
up to America at the expense of “our sacred 
international mission". Yet he reserves his 
greatest scorn for Eastern Europe's leap to 
democracy; at least the Soviet Union “has 
not fallen into the hands of counter-revolu- 
tionaries, and we hope it will not. [It] has 
not disintegrated, and we hope it will not." 
(That was on March 7th, just before Lithua- 
nia voted for independence.) 

The problem for Mr Castro is des the 
Soviet Union now accounts for nearly 8096 
of Cuba's international trade, compared 
with 6096 in the early 1980s. The Cubans 
are alarmed that Soviet companies are being 
freed to trade on world markets; asa Cuban | 
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| REPORTS SIR NIGEL MOBBS, THE CHAIRMAN 
< @ Another year of significant growth in earnings, dividends and net 
assets per share. | 2 
€ Principal business objectives achieved — to strengthen the underlying — E: 
quality of our portfolio by active estate management and toacquireand — 
-start work on a significant number of high quality developments. m 
(9 Gross value of the Group's properties now exceeds £2.1 billion. 
(( € The Group remains well financed with exposure to high interest rates 
. minimised. | BEEN 
|. €. Industrial property, the dominant interest of the Group, has been less 
- affected by declining demand and vacancies remain at a low level. 
€ “I believe Britain's economic stability is much better based than in 
earlier cycles and although 1990 will be a harsh year for British business, I 
am confident that, unless unforeseen circumstances arise, the Group will 
record another successful year.” UN 


UN 1989 1988 Increase 
Profit before tax mE £873m = £751m 16296 


Profit attributable to shareholders £63.2m £52.9m | 19.5% 


Earnings per share — basic | 22.5p 19.0p 18.4% 
— diluted 21.0p 18.3p 14.8% 


Dividends per share | | 10.8p 89p . 21.396 
Net assets per share — basic — 488p 395p 23.5% 
— diluted | 464p 382p 21.5% 


To obtain a copy of the 1989 Preliminary Announcement and the 1989 Annual Report, to be published in April, 
please write to the Secretary, Slough Estates plc, 234 Bath Road, Slough SL1 4EE, England. 


ONE OF BRITAIN’S 
LEADING INTERNATIONAL 
PROPERTY COMPANIES 











































new recruits to free enterprise are 
r blood, that is, hard currency we do 
ave." Comecon, the Soviet-led trading 
; has broken down. That will wreck 
's trade with Eastern Europe. To make 
rs worse the Russians did not bother, 
ould not manage, to send ships to collect 
winter's crop of Cuban oranges. 

Ithough the Soviet budget for 1990 al- 
s enough money to keep aid at current 
Is this year, cuts seem bound to come. 
lecember a senior aid official at the So- 
oreign ministry said the programme 
not efficient, and was under review. 
never they can tear themselves away 


uatemala 


HOM OUR CENTRAL AMERICA CORRESPONDENT 


HEY do not often get the chance to 
. Vote, and when they do it means trou- 
ie. In six months Guatemalans will elect a 
w president, and the violence is already 
ntense. In one recent period of 36 hours, 32 
ople died from criminal or political vio- 
ence. Diplomats reckon that as many as ten 
ople are murdered each day. Last week 
ir left-wing university students disap- 
ared. The bodies of three were later dis- 
vered. They had been tortured. 
. Rich families are taking extra precau- 
ions against kidnapping for ransom, a 
favourite means of raising campaign funds. 
€ parties’ headquarters are fortified by 
walls and barbed wire, and security 
rds patrol the rooftops armed with Uzi 
machineguns. Last weekend a hand-gre- 
le was thrown into the offices of Mr 
3 Arzu, a presidential candidate with 
ickers. He was not hurt, and declined 
ce public accusations. Privately, his as- 
's suspect a presidential rival. 
"arleft guerrillas, fighting against the 
stian Democratic government of Mr 
Cerezo, have launched attacks 
ngly close to the capital. The armed 
ich slaughtered tens of thousands 
ple during counter-insurgency opera- 
the early 1980s, have responded vig- 
remalans prefer to keep quiet 
ice, specially when tourists 
he Easter holic 


ing is too great. to! 





petias. 
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ty by soldiers and extreme right-wing- 


Bush, from their baseba!l days at 
yruary he publicly criticised the 


, as a mark of disapproval of the re- 
, he was briefly withdrawn "for con- 








mber, — 





tion, with trials to follow, of alleged — 


e American ambassador in Guatema-. 
homas Stroock, is an old friend of... | 


'$ human-rights record; in mid- - 
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the Soviet parliament attack the aid pro- 
gramme. Many senior academics (usually 
good barometers of changing views) are 
scathing in their denunciation of "third- 
world dictators playing at revolution with 
our money —their main target being Mr 
Castro. Mrs Yelena Arefeva, of the Institute 
for the Study of the World Economy, has 
written that "it is necessary to eliminate 
ideologically motivated help". 

The Soviet Union's third-world friends 
can do little to stop their patron cancelling 
the subsidies. In the long run, for both do- 
nor and recipients, the change will probably 
be for the good. 
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ote early, and bring along an Uzi 


GUATEMALA CITY 


sultation" to Washington. 

Mr Cerezo says his government has 
done what it could, and accuses the United 
States of insulting Guatemalan sovereignty. 
Government spokesmen say the United 
States’ accusations have more to do with Mr 
Bush's "war on drugs" than with human 
rights. American officials acknowledge that 
their foreign policy now stresses the drugs 
issue, adding that on that score Guatemala 
deserves closer scrutiny. 

The local marijuana trade is long-estab- 


- lished. As the Mexican government intensi- 


fies its campaign against heroin, farmers 
have moved across the border, making Gua- 
temala one of the top ten poppy-growers in 
the world. The United States is now spend- 
ing $1.2m to combat the drugs trade in Gua- 
temala, with its main target the transit trade 
in cocaine from Colombia—in which some 


Cerezo contemplates his future 








Mr Cerezo was elected in 1985 after 29 
years of military rule. He has never been - 
popular with the Americans, who thought 
him too friendly with the Sandinist govern- 
ment of Nicaragua. They liked him no better 
after he cast his vote at the United Nations 
against the invasion of Panama last Decem- 
ber. American auditors recently found that 
more than $2m in American aid had gone 
missing, perhaps on its way through the 
hands of Guatemalan officials. 

Last year the United States gave Guate- 
mala $156m in military and economic aid. 
This year, although the country can barely 
pay for its fuel imports, the figure is likely to 
drop to $121m, with the warning that there 
could be further cuts in future if the govern- 
ment does not improve its record on human 
rights, corruption and the drugs trade. 

Mr Cerezo is not intimidated. Last week 
he nominated as the Christian Democratic 
candidate to succeed him Mr Alfonso 
Cabrera, a congressman who has become. 
much richer than most of his colleagues, and 
two of whose brothers have been in trouble 
with the law on drugs charges. The armed 
forces, which tolerate Mr Cerezo, actively 
detest Mr Cabrera. American officials are 
not alone in fearing that his election could 
provoke a coup. The army commander, 
General Hector Gramajo, may aspire to the 
presidency—but by election, in 1995, 

Guatemala’s middle-class conspiracy 
theorists are busy calculating whether open 
American distaste for Mr Cabrera helps or 
hinders his campaign. But, unusually for 
Central America, no candidate stands ac- 
cused of being backed by the United States. 
More typically, none offers the radical re- 
forms the country needs. The people will 
have to make up their own minds. The 
choice is not enviable. 




















The news. As. out. ot the 16 funds that 





made up. our Global Strategy umbrella 


no less than four have come in first in 


their respective sectors over this period, 


according to Finstat. Another three funds 


were in the top quartile of their sectors. 


And over three years 1t fu nds were in the 
top quartile.* 

Increases in value included 403% for 
the European Fund and 268% for the 
Global Leisure Fund over the five years ** 

All good reasons to look to Guinness 
Fhght first when you want to invest 


internationally with confidence. 





THE UMBRELLA ADVANTAGE 


With Global Strategy you can spread 


your investment monies widely, rf you 


wish, whilst still only dealing with one 
fund manager. 


Our unique mix of funds includes 


money (or cash), bond and equity funds 


In fact you can participate in pracucally | 


every major investment opportunity in 
quoted financial assets around the world 


by being under our umbrella. 





This advertisement has been issued with the approval iof Gi juinness Flight Global Asser Management Limited, a meaiber of IMRO and LAUTRO and be inv estmerit ads 


Guinness Flight Global Strategy Fund Limited ~a. Guernsey Al authorised and UK oo collective Investment Scheme. 
* Offer to offer in Us Dollars with gross dividends reinvested 25.1. 85. 


fund’ a eG it was Based five years ago, 


‘offshore funds offer to offer basis with gross income reinvested 3 and $ years to 1.1.99 





THE GUINNESS FLIGHT GLOBAL € 


And at any time if you decide you'd 
rather be in government bonds than in, 
say, stock market shares, just let us know. 
The costs and the paperwork for switching 
are minimal. 

— The minimum investment in any one of 


the 21 funds is £2000 (say, US: $3300), 


pay able ina ms of major currencies. 


THE TAX ADVANTAGE B "i E. 


Another point to keep firmly in "mind 


about the Guinness Flight Global Strategy 


Pund is that ali | fund divi enue. are ‘paid | 


gross rather than net of tax. 


THEGE ADVANTAGE 





Over $250 milli ion are now investei 


n EN Global Strategy Fund by invest ot? 
from all around the world. Guinness - 
Flight itself, a subsidiary of the well re- 


spected merchant bank, Guinness Mahon; - 








currently manage or advise on. 
$1400 million. 
Investors. are reminded that as à; 


consequence of the gener 


‘ment in the short term he ma 
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Sd for BOUM F che Globa 
(2 Fund Limited. |; — UN | 
E Name (Mr/Mrs/ Miss) MM 





















investments held and. of. poss 
change- and interest rate fenat i 
value of their shares and the yield from ther 
may go down as well as up and that 
performance ig no. guide to the 

Also deduction. of the Fund’ 
“charge (where applicabl e) means: that # 
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That's right, Taylor 
Woodrow is now a big name 
in retail, as well as being a 
leading name in many other 
worldwide activities. 

Asda, Morrisons, 
sainsbury's and Tesco are 
amongst the major super- 
market names that have put 
us on their shopping list. 

Recently we also com- 
pieted a major department 
store in High Wycombe anda 
distribution centre at Park 
Royal London, both for the 
John Lewis Partnership. 

Our own property 
portfolio includes a number of 
shopping centres. The newest 
is Portsmouth's Cascades | 
Centre, housing such major 
retailers as British Home Stores 
and Marks and Spencer. 

And other major J 
projects are up and running as 
far afield as Australia, the Far 
East and North America. 

Being willing to diversify, 
along with teamwork and 
enterprise means Taylor 
Woodrow has grown into an 
international force in four 
related business areas. 

In construction we are 
leading building and civil 
engineering contractors, 
designers and consultants. 

in housing our quality 
developments bring success 
in Australia, Canada, Spain, 
the UK and USA, 

in property our achieve- 
ment is due to carefully 
developing a balanced, high 
quality portfolio. 

And in trading we 
provide many products from 
videos to tools, and aggre- 
gates to ready-mixed 
concrete. 

in each of these four 
sectors we're always in 
demand. Which means it's 
highly unlikely that we'll ever 
be left on the shelf. 


- 


NOS 


e 


A 


^ 


For further information. please 
contact Trevor Jones, Taywood House, 
345 Ruisip Road, Southall, Middlesex, 
UBi 202% Tet: 01-575 441 |. 
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EUROPE 


Pa 
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After 





ithunasia 


S THE Lithuanian and Soviet govern- 
ments inch towards compromise, Mr 
Mikhail Gorbachev might be tempted to 
think that he has headed off the toughest 
challenge to his authority, and can settle in 
for a quiet period. He would be wrong. The 
next few months are likely to get bumpier 
still. He faces unpopular decisions, includ- 
g the raising of prices and the curtailing of 
e right to strike, which will bring him into 
confrontation not only with Soviet workers 
and consumers, but also with mem- 
bers of his own Communist party. 
And, because of his new presidential 
powers, he will be held personally re- 
sponsible for the choices made. His . 
hope seems to be that his new power 
will be enough to ride out the prob- 
lems. Alone, it will not. | 
The Lithuanian impasse is still far 
from resolution. Delegates from Vil- 
nius are in Moscow talking about 
talks with anyone who will listen 
(which so far excludes the president). 
Meanwhile the parliament in Mos- 
cow has passed on first reading a bill 
on secession that would harshly re- 
quire two-thirds of a republic's total 
electorate to vote for independence 
in a referendum. Then there would 
e a five-year cooling off period in 
Avhich the terms of the divorce settle- 


the Kremlin, the independent state- 
to-be and the Soviet Union's super- 
parliament, the Congress of People's 
Deputies: Moscow would still have a 
voice. Lithuania (8096 Lithuanian) 
might agree to a referendum, which the na- 
tionalists could hope to win. But it would be 
a much more awkward hurdle for Estonia 
(60% Estonian) or Latvia (50% Latvian). If 
the bill becomes law, they might be tempted 
to throw caution to the winds and declare 
independence unilaterally. 

Then there is economic jene: At the 
end of April the prime minister, Mr Nikolai 
Ryzhkov, is due to unveil the government's 


promised plans for the economy. Parts of 
the programme may be announced even 
sooner, at next week's presidential council. - 
After several botched attempts, this will be — 


Mr Gorbachev's chance 
ible economic program 


to forinulate: a cred- 






Pm in it up to here 


The government seems worried that it 
will not be able to impose a Polish "big 
bang" economic reform. The man in charge 
of the reform, Mr Leonid Abalkin, admitted 
as much this week when he compared the 
Soviet government with the Polish one. “Its 
government", he said, "enjoys the people's 


trust and can bring in very unpopular mea- 
sures with the support of society." The So- 
viet Union's, he implied, cannot. 

Radical reform would involve sharp 








price rises and the closure of bankrupt com- 
panies, which in turn would mean higher 


unemployment. Already there are signs that 


the reform will not be as radical as that. Tke 
chairman of the state prices committee, for 
instance, has said that instead of lifting all 
price controls, the government might intro- 
duce three-tier pricing, with fixed prices for 
essential goods—oil, grain, sugar; a middle 
tier of regulated but variable prices; and 15- 
30% of retail trade at free prices. 

The likely reaction to such economic re- 
forms can be seen in the oil industry. In the 
biggest oil-producing region, western Sibe- 
ria, the official trade unions have threatened 


— to gö òn strike unless the government builds 
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new houses, guarantees wages. even 
dundant workers and freezes prices 
equipment (oil output is plummeti 
cause steel, engineering and other ii 
are failing to supply essential inputs 
The government still has the 
even if it-can ill afford the cash; to 
the oil workers. But there are other 
them. Leaders of the coal miners’ 
organisations have walked out of an 
dinary congress of the official coal 
saying that they intend to set up an it 
dent union of their own. (At the m 
the British miners’ leader, Mro 
Scargill, appealed to them not. t¢ spli 
official union because “the only 
gain from such a split are the ma 
and the government". Soviet coal 
however, regard the official unions 
tinguishable from managem 
-. government.) The proposed 
-away is the biggest challenge: 
government's attempts to restra 
dustrial unrest, and could pres 
strikes in the coalfields this summ 
- . Strikes in essential services v 
made illegal last autumn. Mr Gor 
chev has managed to end the fe 
strikes that have taken’ place si 
then by negotiation, exhortation : 
concession. More strikes in the coa 
fields or the oilfields might- req 
him to issue decrees ordering miners 
to return to work on the ground 
= the economy cannot cope withou 
- sential energy supplies. If that 
pened, Mr Gorbachev would, fo 
first time, be obliged to take on it 
nest the workers in whose inté 
the Soviet state was set up. — 
That would only add to hi 
problems. Party conservative 
doubt seek to use any go 
worker confrontation to à 
Mr Gorbachev has so 
nism. Others think he 
gone far enough. The 28th party 
due to convene in July. A group o 
ers, representing at least 10% of part 
bers, has threatened to leave the p 
less the congress gives a bigger say 
roots members. Despite its loss of aut 
the party still has a vital role in timpi 
ing government decisions locally. A’ 
would make the operations of iet 
even more difficult. 
How President Gorbachev copes 
these challenges will depend partly 
personal authority. He already has 
power than any Soviet leader since $ 
recent opinion poll by the countr 















































im to be the most popular of living 
:t. politicians (though not as popular as 
ite Andrei Sakharov). This is quite an 
vement on a poll conducted by the 
ie magazine last autumn in which his rat- 
was so low that his name was edited out. 
hings go too bumpily over the next few 
aths he may find himself off the list 


n the past Mr Gorbachev could claim 
some justification that he was *uncork- 
change: that his reforms, messy though 
sometimes seemed, had popular sup- 
.And when things went wrong, he 
always blame “old thinkers” in the 
the failure. Now, if he is to increase 
i or ban strikes, he cannot make either 
nt. Even if such actions are neces- 
they will not be popular. And this time 
vill have no one else to blame. 





ot at ease 


trument for keeping a country to- 


. €ountry s security. When it also possesses 
a huge stockpile of nuclear weapons, its 


- der severe strain. 
.. Ethnic tension is taking its toll. Be- 
ause regular army troops were used to 


1. And because two-thirds of the armed 


he same strains as the nation. 
ccn some republics nationalism has 
n the form of anti-militarism. In all 
ree Baltic republics the parliaments 
ve passed laws allowing Balts alterna- 
to military service. An organisation 
ed Geneva 49 (from the Geneva con- 
ntion of 1949, which releases people 
rom the obligation to serve in oceupying 
rmies) is campaigning against what it 
alls "the army of occupation”. 
< According to the Soviet chief of staff, 
eral Mikhail Moiseev, 6,647 young 
failed to respond to the call-up last 
tumn, an eightfold increase over 1985. 
ie army relies on local authorities to en- 
ce conscription but many are in the 
nds of nationalists sympathetic to the 
xlgers. Only three of the 1,400 people 
rged with draft-dodging last year in the 
tic and Transcaucasian republics have 
ofar been sentenced. 
In the past recruits were required to 
rve outside their native republics, which 
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ARMIES, like countries, can fall apart. - 
When the army in question is a main 


ether, its disintegration threatens that 


fate can affect others’ security. The Soviet 
army is not disintegrating yet. But it is un- ` 


quell a nationalist uprising in Azerbaijan - 
and have been used again to step up the - 
war of nerves in Lithuania, the army is 
widely seen as being hostile to national — 


orces are conscripts, the army is feeling - 
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Ukraine 


Westward ho 


. FROM A SPECIAL CORRESPONDENT IN LVOV 


THE city of Lvov was once the crossroads 
of Eastern Europe, famed for its Austro- 


. Hungarian palaces, Polish churches and Jew- 


ish humour. Now almost entirely Ukrai- 


nian, Lvov is fast becoming the centre of a 


growing independence movement in the 
western part of the Ukraine, the Soviet 
Union's largest republic after Russia. 

. Last weekend 10,000 people gathered in 
front of Lvov University to hear speeches 
supporting an independent Lithuania and 
to chant "Freedom, freedom" at every men- 
tion of an independent Ukraine. Blue-and- 
yellow flags marked with a Ukrainian tri- 
dent were flying all over the city. Placards 
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nationalists resented. This is changing. A 
quarter of all recruits are now being al- 
lowed to serve in their own republics. 
General Moiseev defends that decision on 
the ground that otherwise no one would 
be serving anywhere. 

Because the birth rate in the European 
part of the country is low, 3796 of recruits 


now come from Central Asia and Trans- — 


caucasia, compared with only 2896 in 





Poor and unloved 


1980. (This is disparagingly referred to as 
"the yellowing of the Red Army".) Few of 
these recruits speak Russian, the sole lan- 
guage of military instruction. When the 
tínder box of Central Asia ignites, the 
army could be in real trouble. 

Low pay and poor conditions have fur- 
ther undermined morale. Soviet con- 
scripts are paid a pittance. Generals de- 
fend conscription partly on the ground 
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called for "Tsar Mikhail" to let go of his em- 
pire. A blind survivor of the gulag, the son 
of a Ukrainian independence leader who 
fought the Red Army after the second world 
war, made a speech calling for an “indepen- 
dent Ukrainian defence force". An Esto- 
nian, apologising for speaking in Russian, - 
said there is "no republic that does not want 
its freedom". Then the leaders of Rukh, the 
Ukrainian nationalist movement, called for 
an end to the teaching of Russian, an end to 
Russian cultural domination, and full Ukrai- 
nian sovereignty. 

Rukh probably feels free to speak its 
mind in Lvov because it won control of over 
80% of the city council in the recent local 
elections. All the Ukrainian parliament's 
delegates from Lvov and the western part of 
the republic belong to one part or another 
of the democratic opposition. Rukh's lead- 
ers reckon they have Im members. AL 





that to pay and house volunteers properly 
would put a huge strain on the defence 
budget. Last year a trade union called 
Shield was formed within the army to 
campaign for better conditions. Earlier 
this year the army promised to raise off- 
cers' pay and start giving them housing 
allowances. 

Together, nationalism and poor pay 
are driving a wedge between officers and 
men. Russians are heavily represented 
among the higher ranks; they are criti- 
cised both for insensitivity to nationalism 
(ethnic recruits are frequently beaten up 
as part of army initiation rites and officers 
do little to stop it) and for their mostly re- 
actionary political views. Last autumn a 
Tsarist institution called the Officers’ As- 
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` sembly was revived. 


The Officers’ Assembly seems de- 
signed to reduce the other strain affecting 
the army, the Communist party's loss of ia 
authority. Generals are accustomed to _ 
obeying party masters. Now that the mas- 
ters have been discredited in the eyes of 
many people in the Soviet Union, the gen- 
erals are divided. Some want faster re- 
form, including the abolition of party 
organisations within the army. Many oth- 
ers are against perestroika, which has 
brought large cuts in the defence budget 
and the problem of redeploying troops 
coming home from Eastern Europe. 

The army used to pride itself on being 
"the school of the nation". By its revela- 
tions of military brutality, glasnost has 
lowered the army's standing in the coun- 
try. In thelong run the army will become a 
smaller, more efficient and probably vol- 
unteer body, more appropriate to a mod- 
ern state. But the transition will be hard: 
all the harder because Mr Gorbachev has 
to rely more and more on the army to 
quell civil disobedience. _ | | 









ITALY'S GIVING AWAY 





HUNDREDS ARE WINNERS 


e THAT'S RIGHT! uU 
Hundreds will win up to 2 billion lire 
(Approx. ONE AND A HALF MIL- 
LION DOLLARS). 
Every year Italy has many Interna- 
tional world class lotteries. More are 
to be approved presently. The LOT- 
TERIES are Government controlled 
and under strict supervision of Fi- 
-nancial Authorities. Numbers and 
amount of prizes are fixed by the 
Government. 
All tickets are pre-numbered. Sim- 
ply decide how many blocks of 12 
numbers you want. Then fill out the 
form below and with payment enclo- 
sed mail it to our Express office. Be 
sure to check the current exchange 
rate if not paying in Italian Lire. 


: your lucky numbers on their way 










e , WINNERS! 
Winners will be notified immedia 
after the numbers are drawn. 

EURO-LOT Express ser 
extends to the assistance of forv 
ding your prize money to. 
anywhere so ordered by the 
holder. The service will be 
strictly confidential. — 



















e EURO-LOT Express guarantees 
SPEEDY RETURNS! : 
After receiving your payment we f 
your order immediately and hav 


back to you FAST! We mail winning 
number lists to the players along — 
with info on the future games. Now. 
anyone in reach of a post office can. 
play the Italian Lotteries! 





















ITALY'S MULTIMILLION DOLLAR GIVE AWAY 


Italy started the year off by giving away over $35,000,000.00 in one drawing! The first 
. drawing made 5 new millionaires or multimillionaires, with 100 people winning almost 
. one quarter of a million dollars, and 244 people won approx. $40,000. That was just one 
E | 
3 give i dd „Next Draw is. April 22. This year Italy has games | 
every few weeks. Your tickets are purchased from 
the ongoing lottery at the time of your orders arriv- 
ESE al The drawing date will accompany your tickets 
ve speedy return. 






Attach payment for the tickets y you DG Went ins. For faster service fax your | credit .card order dire 
either cash by registered see tun. ie | Schiphol Centrum: ( +31 .20) 6010319 
. | national postal order, cheque drawn. "m bank, E x 

: [revellers chegue or credit card. oe | NAME - 









I! Make. order payable to: 7 pou 
| T E) enclosed 


TELEPHONE 0 FAX LLL 





- |. NETHERLANDS 
zi Fax: (4-31 .20) 601 0319 E. 
l Number. 
"For each purchase of © otBlocks 


12 ticket blocks: 
120,000 lire 

| (approx. 92 dollars) 
Ne personal cheques please. 


oe The quoted US$ or equivalents are only a rough ecti- 
mate. For exact exchange rates please ask your. bank. . 


Ail prices are including air mail postage and win ning list ^ 
after each draw. No additional charges! 
= Valid only where legal! 


-Not available in N therlands.. _ Yai ony wore Not available. On all Credit Card payments a handling fee of U.S. $.19: will be added. — 
io resident Of Singapoa —— 0 0. o EL o ous 
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UBA, one of Nigeria's biggest banks is highly efficient 
and innovative; with a clear commitment to providing 
a consistent and high quality service to customers. 


This is why businessmen, organisations and multi- 
nationals have come to rely on UBA's expertise and 
advice in their international transactions with Nigeria. 


UBA has over 180 branches in Nigeria, a branch each 
in New York and Grand Cayman Island, a representa- 


tive office in London and over 200 correspondent 
banks world wide. | 
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Whatever your needs - Letters of Credit, Processing of _ 
Bills for collection, International Money Transfers, at 
Advice on Exchange Control, Information on business 
opportunities plus Credit reference and Consortium 


lending.- always channel your transactions through . 
UBA... 


The wise choice in banking 
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ice: 97/105 Broad Street, P. O. Box 2406, Lagos - Nigeria. Tel: 667410, 667510. g 
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Awaiting the call to strike? 





pocos their Lvov office still has no furni- 
ture, newly elected government officials 
rush in and out all day long. When Mr Olik 
Petryk, one of Lvov's deputies to the Ukrai- 
nian parliament, is asked if Rukh is afraid of 
the Kremlin, he laughs, his mouth revealing 
the gaps left when Soviet policemen kicked 
in his teeth at a demonstration last year. 

Why is Lvov moving faster than the rest 
of the Ukraine? Because, like the Baltic re- 
publics, Lvov and the western Ukraine were 
absorbed into the Soviet Union late—the 
western Ukraine only in 1945—and older 
folk still remember life in pre-war Poland. 
Most of the Poles and Jews who lived in 
Lvov were expelled or killed during or after 
the second world war. The Ukrainians who 
have replaced them still watch Polish televi- 
sion and greatly admire Solidarity, some of 
whose leaders have visited the Ukraine. 

The eastern Ukraine, a part of the So- 
viet Union from the beginning, lacks Lvov's 

intellectual fervour and its memory of inde- 
Wiene. What it does have is a huge 
chunk of Soviet industry and large numbers 
of dissatisfied workers. Many Ukrainian 
miners went on strike last year. Mr Bogdan 
Horyn, the leader of the Ukrainian Helsinki 
Committee in Lvov and a member of 
Rukh’s praesidium, has been to visit some of 
the miners and thinks they may strike again. 
He would like to link the drive of the west- 
ern Ukraine with the working-class muscle 
of the eastern part, and then push for 
change via free elections (as Lithuania is try- 
ing to do) while using the strike as a political 
weapon (as Solidarity did in Poland). 

Yet the Ukraine would be far harder to 
detach from the Soviet Union than even 
Lithuania has proved to be. The eastern 
Ukraine is heavily Russified. Many Ukraini- 
ans no longer speak their own language, 
which is not taught in all schools. More im- 
portant, the Ukraine is the single biggest 
supplier of food to Russia and has the big- 
gest industry outside Russia. It could take a 
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war to detach it from the Soviet Union. 

For all that, Rukh’s leaders continue to 
insist on their right to sovereignty. They 
want to become a political party “just like 
the Communists used to be". They are try- 
ing to incorporate the Polish and Jewish mi- 
norities into their movement, to avoid the 
whiff of anti-semitism that pervades Russian 
nationalism. Their supporters and critics 
gather daily in Lvov’s central square to talk 
politics and read the local samizdat press. “l 
can't print it fast enough," says a student 
editor. "Every day people want to hear more 
radical things." 





The Germanies 


Thud 


FROM OUR BONN CORRESPONDENT 


ROM the exhilaration of its first free 

election, a mere three weeks ago, East 
Germany has come plunging down to the 
hard ground of economic Realpolitik. The 
Bundesbank, West Germany’s central bank, 
has published its proposed answer to the 
central question about the forthcoming 
German Economic and Monetary Union 
(GEMU). The Bundesbank scheme would let 
East Germans exchange their savings at a 
rate of one hard Deutschemark for one use- 
less Ostmark, but only up to a limit of 2,000 
Ostmarks per person. All else, the central 
bankers say, must be changed at a rate of 
one for two: all savings of more than 2,000 
Ostmarks, all wages, all pensions. The resu.t 
has been near-panic across the border, and 
desperate prayers that Mr Helmut Kohl's 
government will over-rule the Bundesbank. 

The Bundesbank has good arguments. If 
all the East Germans’ 160 billion Ostmarks 
of savings were converted at a one-for-one 
rate, which they had been hoping for, the 
Bundesbank says inflation would increase 





EUROPE 


Unloved Lvov 


FROM A SPECIAL CORRESPONDENT IN LVOV 


N EVERY flat in Lvov water is kept 
in the bath throughout the day. 
The city’s rusty water comes out of 
the taps only from 6am to 9am, so the 
bath water is used for drinking, wash- 
ing and flushing during the other 21 
hours of the day. It has been like this 
for ten years now. Lvov's people do 
not bother to complain. Since occa- 
sional pipe problems leave them with- 
out any water at all, they are pleased 
with what they can get. 
Water is less of a worry than food 
in the supposedly agricultural 


Ukraine. Milk is so scarce that even 
tinned milk is rationed. Chocolate is 


usually available, but sometimes 
bread is not. At least one local house- 
wife rejoiced when the accident at 
Chernobyl put people off vegetables, 
because the queues disappeared. 

Not surprisingly, everyone who 
can leave Lvov does. Jews must now 
wait up to a year for a seat on a flight 
to Tel Aviv. Many members of the lo- 
cal Polish minority are making inqui- 
ries about emigrating to the West. 
Several hundred people applied re- 
cently for one of the 55 places re- 
served for Soviet Poles at Polish 
universities. 


and the D-mark weaken. If East Germany's 
already shaky firms had to face world com- 
petition with their wage and debt costs set at 
a one-for-one exchange rate, many would 
collapse and the jobless total would soar, 
perhaps to as much as 2m from the current 
figure of under 100,000. So one-for-one, the 
Bundesbank reckons, is out; and even one- 
for-two, by the test of comparative purchas- 
ing power (admittedly a tricky calculation), 
looks mighty generous. 

Yet many East Germans thought they 
had heard a one-for-one pledge from Mr 
Kohl during the election campaign. That 
was one big reason why the biggest chunk of 
them (40.696) voted for Mr Kohl's main East 
German ally, the Christian Democratic 
party. These people feel betrayed. If the rate 
is to be one-for-two, the average East Ger- 
man's gross monthly wage of about 1,300 
Ostmarks will bring him only DM650 
($380), roughly a sixth of the West German 
figure. Pensions would average only DM250 
a month, and that at a time of sharply rising 
prices as state subsidies are slashed. 

Before the election on March 18th Mr 
Kohl in fact promised the one-for-one rate 
only for "small savers’’—a phrase he did not 
define, and which anyway got lost in the 
smoke of the campaign. But he knows that 
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Tough start for de Maizière 


- West Germany will either have to offer a 
- more generous rate than the Bundesbank 
- suggests or hand over large amounts of its 


taxpayers money to top up East German 
wages and pensions. It may have to do both. 

If it does neither, the relative trickle of 
East Germans moving to the West (fewer 
than 5,000 a week) will grow back towards 
the pre-election flood of more than 2,000 a 
day. That will irritate many West Germans, 
whose readiness to welcome the migrants 
has faded sharply since the heady days of last 


autumn, when East German communism 


- was collapsing. Mr Kohl, who himself faces 


an election on December 2nd, now has to be 
generous enough to East Germans to per- 
suade them to stay where they are, but not 
sO generous as to infuriate his own taxpay- 
ers. The package then has to be agreed upon 


— not only by his own centre-right alliance in 


Bonn but also by the East German govern- 
ment that has yet to be formed. 

In theory getting East Germany’s agree- 
ment should be easy. The main element in 
that country’s forthcoming government— 
supposed to be in place by Easter—will be 
the Alliance for Germany, consisting of the 
Christian Democrats, the German Social 
Union and the little party called Democratic 
Awakening. The alliance is virtually a cre- 
ation of Mr Kohl's. The likely prime minis- 
ter, Mr Lothar de Maiziére, is a Christian 


- Democrat widely assumed to be in Mr 
-. Kohl's waistcoat-pocket. The trouble is that 
- the alliance and the parties it would like to 
— take into coalition with it, the Social Demo- 


crats and the Liberals, have all come out in 
favour of a full one-for-one exchange rate. If 
they dig their heels in, they will spell trouble 
for Mr Kohl. 

As if all chis were not bad enough, the 
fuss continues about links between senior 
politicians and the Stasi, the old East Ger- 
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The BERD struggles to leave the egg 


FROM OUR BRUSSELS CORRESPONDENT 


ETTING up a new interna- 

tional organisation with 
more than 40 members was 
never going to be easy. A meet- 
ing in Paris on April 9th will 
try to complete the statutes of 
the new East European devel- 
opment bank, known (after its French 
name) as BERD. An ill-tempered row be- 
tween America and Europe over how 
much money the Soviet Union should be 
allowed to borrow from the bank could 
still prevent agreement and even cause 
America to pull out of the project. 

America fears that the Soviet Union's 
potentially huge demands for credit 
could crowd out other needy borrowers. 
It also worries that even a Gorbachev- 
run Soviet Union could backslide politi- 
cally. So European countries have pro- 
posed three rules. First, BERD would lend 
only to countries with a good record on 
market economics, human rights and 
multi-party democracy. Second, no one 
country could take more than 20-2596 of 
the bank's total lending. Third, for a five- 
year transitional period the Soviet 
Union could not borrow more than it 
had subscribed in capital (Russia's provi- 
sional share of the total capital of 10 bil- 
lion ecus, or about $12 billion, is 696). 

America wants even stricter limits on 
Soviet borrowing. America's abrasive 
treasury under-ecretary, Mr David 
Mulford, also insists that BERD should 
not be able to change the borrowing 
rules without the agreement of 8596 of 
the shareholders—which would give 
America and Japan a joint veto. Ameri- 
can assertiveness has already ensured 
that 6096 of lending to any one country 
must be to the private sector. 

The three-tiered organisation that is 
planning the bank is too cumbersome to 
reach decisions easily. Meetings of the 42 
delegations are chaired by Mr Jacques 
Attali, a close adviser to President 
Mitterrand of France and one of two 
candidates to be the new bank's first 
president. Another series of meetings is 
attended by the 24 rich countries that 
have asked the European Commission to 
co-ordinate their help to Eastern Europe. 
The Communitys 12 members have 


man secret police. Already two party lead- 
ers, Mr Wolfgang Schnur of Democratic 
Awakening and Mr Ibrahim Bóhme of the 
Social Democrats, have stepped down: Mr 
Schnur on March 14th after admitting that 
he had been an informer for the secret po- 
lice, Mr Bóhme on April 2nd because he 





e 


their own confab. 

Since EC countries and in- 
stitutions will together hold 
5196 of BERD's capital, they will 
be able, if they can agree, to 
pick both site and president. 
London and Berlin are front- 
runners as hosts. London boasts the 
Euromarkets and a reservoir of banking 
skills; Berlin's claim is symbolic, as a gate- 
way between two Europes. If Mr Attali 
misses the presidency, Paris would move 
into the reckoning. America has pro- 
posed Prague. Vienna would have a 
claim. But EC countries insist on a Com- 
munity BERD nest. 

The contest between Mr Attali and 
his rival to head the bank, Holland's Mr 
Onno Ruding, has become a no-holds- 
barred diplomatic wrangle. Mr Ruding 
won credit for restoring the health of 
Holland's public finances during his 
eight years as finance minister. A sober 
and blunt Christian Democrat, he 
chaired the International Monetary 
Fund's interim committee and in 1986 
narrowly lost a contest against France's 
Mr Michel Camdessus to head the MF. 

Mr Attali's chief credentials are a bril- 
liant mind and 15 years as Mr 
Mitterrand's powerhouse for ideas. He 
has also written books on economics, Sir 
Siegmund Warburg and hour-glasses. He 
has no practical experience of manage- 
ment or finance. But some East Euro- 
pean countries favour him as a way of 
thanking France for its work on the 
bank. Italy, Spain, Canada and the West 
German foreign ministry are said to 
favour Mr Attali; but the Dutch claim ` 
pledges of support from other parts of 
the West German government. 

Mr Ruding's orthodox financial 
views have won him the backing of the 
British. Benelux solidarity is likely to give 
him two more votes. Other small coun- 
tries are worried that the Group of Seven 
big countries will dominate the bank, so 
they incline towards Mr Ruding. Mr 
Attali angered the Americans at BERD's 
inception by telling them, at short no- 
tice, to turn up or be counted out. The 
winner may not be known before the EC 


summit in Dublin on April 28th. 
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said he could not find in Stasi files all the 
evidence he needed to refute the allegations 
against him. Investigators are examining the 
backgrounds of the new members of parlia- 
ment for possible Stasi connections. A pain- 
ful start indeed for East German democracy. 
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Belgium 


Not king for a à day 


FROM OUR BELGIUM CORRESPONDENT 


FTER 39 years on the Belgian throne, 
King Baudouin took a day off on April 
4th to the embarrassment of his ministers 
and the bewilderment of his 10m subjects. 
The king stepped down temporarily after re- 
fusing to sign a new law which for the first 
time legalises abortion in Belgium. The law 
has just been approved by both houses of 
parliament. 

At a late-night cabinet meeting’ on April 
3rd the government decided, as it is allowed 
to under Article 79 of the constitution, that 
the king was temporarily incapable of rub 
ing; it promulgated the abortion law in his 
absence from the throne. At the same time, 
using Article 82, it called a special joint ses- 
ion of the two houses of parliament for 


WP April 5th in order to offer him his job back. 


The bizarre interlude arose because the 
king decided for reasons of conscience not 
to sign the bill. He did this despite the fact 
that the bill leaves Belgium with one of the 
most restrictive abortion laws in Europe. Ex- 
cept in special circumstances, it allows abor- 
tions only during the first 12 weeks of preg- 
nancy. But King Baudouin and’ Queen 
Fabiola are devout Roman Catholics whose 
attachment to child welfare and family val- 
ues is reinforced by their own childlessness. 

At mid-day on Thursday, it looked 
pretty certain that the king, a studious-look- 
ing fellow who is more respected than loved 
by his subjects, would get his job back. But 
his day off has raised bigger questions about 
the role of the monarchy in Belgium. Some 
politicians were muttering this week that 
Belgium clearly did not need its king. Not a 
happy thought as the country. prepares to 
e lebrate his 40th jubilee. 





Give a king a break 


‘European Commission - 


Oh, to be a Eurocrat 


FROM OUR BRUSSELS CORRESPONDENT | 


The Euro 


ANY of those who share Mrs Thatch- 
er's fear of a "European super-state” 
would be surprised to learn how few Euro- 


crats there are. The commission's adminis- 


trative (A grade") staff numbers only 3,300; 


the total of all grades is 16,000. The French 


ministry of culture employs about the same 


number of administrative and « executive of- 


ficials as the commission. 

They may be few in number, but they 
are not underpaid.’ A middle-ranking A4 
grade, which a 40-year-old could hope to be, 
earns between BFr215,000 and BFr300,000 
a month ($6,100-8,600) before tax. A top- 


ranking A1 grade such as a director-general 


earns BFr350,000-440,000 a month. 

Officials are excused Belgian income 
tax, paying instead an EC income tax: 2C- 
25% of a middle-ranking administrator's 
gross salary. But they get generous allow- 
ances, which for those without children 
roughly equal the EC income tax. Those with 
children receive more in allowances than 
they pay in tax. 

Handsome pay does not stop Fürdahs 


from grumbling. They dislike the Byzantine - 


subtleties of the promotion system. Pros- 
pects depend on the ability to win friends in 
the many circles—national, party. political, 
personal, even religious—that can influence 
appointments. Since the lobbying is infor- 
mal, it can never be said with certainty why 
X beat v for a job. Most officials accept that 
the outstanding people usually do well any- 
way. But for the average-to-good man, more 
often than not, the decisive factor is not 


ability but whom you know. 
! The commission’ s 12-nation brew. com: . 





Commission is likely to get more power from the Europe pear n 
Community s next round of constitutional reform. Does it manage itself 


efficiently enough to deserve more power? 


by tradition, are reserved for p 





own ideas ae what Sum a ood civ 
vant. North European officials, with 
tradition of self-effacement, es imes cot 


to themselves get unfairly promoted. TI 
is no doubt that those who lobby o t 
own behalf do better than tho whe 
hope someone notices them. ^ — 
For promotions within da uni 
middle grades, the views of the directoi 
eral (the most senior rank of civil 
have the greatest sway. Both the prir 
Buggins's turn and the opinion of the 
trade unions also have an influence. 
may help to impress the relevant cor 
sioner's cabinet of advisers. — . 
The views of cabinets and comm 
ers are often decisive for jobs in 
three levels: director-general, direct 
head of unit. The full commission de 
on these appointments. after 1 m 
trading. There is a rough ag 
there should be a balance betwe 
ber-states in these senior posts. 














countries—a Briton runs the finar 
and a Frenchman agriculture—but : 
on a job can change if there is a good 

Governments throw their weight 
the bargaining over senior appointt 
Political parties also count. The one 
director-general i is a Socialist, like the 
government that recommended him 
Alex Schaub, a German, recently lande 
job of deputy director-general for th 
nal market. He was well qualified 
but it may have helped that was a 








































like ie single-market commissioner, 
fartin Bangemann. After President 
rrand's election victory in 1981, a lot 
nch commission officials joined the 
alist party and have since prospered. 








y France's systematic efforts to push its 

als into influential slots. Recently Mr 
Louis Cadieux landed the new job of 
puty director-general responsible for rela- 
| with the rest of Europe. The legal ser- 
and the spokesmen’s service are now 
run by Frenchmen. It certainly does no 
i to French officials that the commis- 
s president is Mr Jacques Delors; his 


Britain i is a notable exception in refus- 
o play the party game. In principle, the 
British commissioners and the Foreign 
e jointly decide to canvass for the best 
sh candidates, of whatever hue. But 
+ of the pinker Britons grumble that a 
'urleaning official has never made it to 
rade, except for one who soon joined 
ocial Democrats. However, the most 


FROM OUR BRUSSELS CORRESPONDENT 


F THE commission’s 3,300 admin- 
AJ istrators only 384 are Britons. Be- 
side them work 437 Italians, 477 Ger- 
mans, 542 French —and—despite 
- Belgium's modest size—395 Belgians. In- 
formally, each government whispers in 
the ears of “its own" officials to influence 
the drafts of the laws that the commis- 
on churns out. Since Britain’s influ- 
nce is weak at this early stage it has to 
ght harder later on in the Council of 
linisters. 

The problem will get worse, for Brit- 
in is most under-represented in the ju- 
ior grades at which officials are re- 
uited: only 896 of A7 staff members are 
ritish, though in proportion to popula- 
on the figure should be 1596. The ser- 
ices can recruit only those who pass a 
oncours (eae exam). Few Brit- 
ns pass because few apply. 

Potential applicants are put off be- 
ause most of the concours is designed 
jt lawyers or economists. This reflects 
ne practice of many European bureau- 
racies, which like to hire specialists. 
itehall is manned mainly by general- 
; Mr Richard Hay, the British direc- 
-general of the personnel serviee, says 
t the bold generalist should not be 
ut off. “Any historian who mugged up 
his Samuelson could take the eco- 
omics concours, since the questions are 
ractical rather than theoretical.” 

! ons are also put off by 


Staff members of other nationalities . 


‘and those of his cabinet, cam sway a 
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important influence ona British official’ Sca- 
reer is probably the approval of the Foreign 
Office, not a party card. 

British officials complain that, when fill- 
ing A1 posts reserved for Britons, the gov- 
erninent often tries to "parachute" in 
Whitehall officials rather than back a Brus- 
sels insider. Last February Britain para- 
chuted in three outsiders to A1 jobs over the 
claims of well-qualified commission officials. 


Learning to be businesslike 
The weakness of the commission, as in any 


public-sector bureaucracy, is its lack of flex- 
ibility—both in reshuffling its own staff and 


in hiring outsiders. Staff numbers are set in 
stone by the Council of Ministers, which, 
despite the. commission's ever-expanding 
duties, has refused to sanction more than a 
few new posts. This year the payroll will 
grow by 282—of which only 45 are fresh ad- 
ministrative jobs in Brussels. 

. Understaffing makes directors-general 
mean about giving up posts to bits of the 
commission that are growing. So last year 
the personnel commissioner, Mr Antonio 
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| 
| 
the nature of the exams. They test 
knowledge, rather than (as the British | 
civil service does) aptitude. Then there is | 
the waiting. Many British yuppies expect | 
a dynamic career, so shy away from the | 
prospect of a commission concours, 
which takes a year. À successful candi- | 
date then goes on to the "reserve list", | 
where he or she will wait for up to two | 
years before knowing if a job will be 
forthcoming. That will often depend on | 
how well the candidate lobbies—an ac- | 
tivity alien to many Britons. | 
Part of the problem is that too few | 
Britons know about the opportunities. | 
Many universities offer little information | 
about working for the Community. But | 
since the commission hires only those | 
with work experience, the attitude of the | 
British civil service—which does pre- | 
cious little to tell its staff about jobs in | 
Europe—matters more. | 
The commission is already pepping | 
up its dismal recruitment literature. But a | 
surge in British applications is unlikely | 
without big reforms to the system. The | 
commission is prepared to think about | 
more concours for generalists and exams | 
which lend more weight to aptitude | 
rather than just knowledge. But it rejects | 
the British government's suggestion that | 
concours should be tailored for the needs | 
of each country’s candidates. Young | 
Britons will have to learn to play a game | 
with foreign rules. | 





Cardoso e Cunha, intreducad a a new v regime 
to encourage flexibility. The commission 
designates certain areas—such as Eastern 
Europe, mergers, transport and the environ- 
ment—as "priority . These can then adver- 
tise internally for staff. Someone who lands 
a priority job cannot be stopped from leav- 
ing his current position (his is right: out of 
563 officials in the top three grades only 296 
are women). Top jobs that are then left 
empty can be filled from a "reserve" of 50 
posts that the services have to give to a cen- 
tral pool each year. Mr Cardoso's reform 
seems to be working well. It allowed the 
commission's rescue effort for Eastern Eu- 
rope to recruit 25 people internally in three 
months. 

The commission is becoming more sup- 


ple in other ways. In 1988 2.5% of members : 


of the staff changed their job. The commis- 
sion says that next year the figure may reach 


1.596. In the past the sort of post an official . 


could apply for was limited by his grade. Ung 
der new rules, anyone can apply. l 

But when it comes to hiring outsiders, 
the commission’s policy remains far too 
rigid. Mr Karel van Miert, tħe transport 
commissioner, recently complained that it 
would take at least a year to hire air-traffic 
control experts from outside. Ány service 
that wants to recruit outsiders must follow 
set procedures: first, check the lists of those 
who have passed the commission's recruit- 
ment exam, or concours; second, advertise 
the job in-house; third, if the post cannot be 
filled internally, ask the personnel service to 
organise a special concours for the sort of 


specialist needed. That can take anything 


from six months to over a year. 

There are short cuts, such as offering an 
outsider a temporary contract. But only 200 
temporary posts are available. Another pos- 
sibility is to second civil servants from mem- 
ber-states. The new unit being set up to reg- 
ulate European mergers is likely to 






people from the British, French and Gey 
man competition authorities. But what if. 


the required expertise is available only in 
the private sector? The commission is not 


ag 





free to behave like a business and hire the l 


right person at the right price. 

Perhaps the commission should learn to 
behave more like a private-sector firm. It 
should be able to sack people (now a near- 
impossibility), and to promote and transfer 
them as quickly as it needs. And it must 
tackle the poor quality of its middle manage- 
ment, Middle-ranking administrators are 
usually chosen for their specialist skills, and 
often prove lousy at organisation and team- 
work. Last year the commission sent all of its 
staff on a two-day management course. The 
task force that controls the commission’s 
training and education programmes is 
experimenting with contracting out the 
management of its programmes to the pri- 
vate sector. First steps, but not enough. - 
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How you look at the world often depends on where 


ou stand. Asa global bank whose vantage point 
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is the western U.S., Bank of America offers a fresh 


- perspective on world markets. A distinct outlook 





that points the way to new solutions. And a view of 


your needs that extends beyond today s transaction. 
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In banking today, it's important to see 


the whole as clearly as the parts. 


Should you borrow in the Euromarkets or issue debt here 
at home? 

What about investing your corporate cash? Go long, short, 
fixed, floating? 

What's the true value— to you — of a proposed acquisition? 

Hard questions, always. Even harder today. But less so 
when you have Bankers Trust on your side. 

As merchant bankers, we view problems as you do: in the 
light of your overall strategic objectives. 

The broader and deeper our relationship, the more effec- 
tively we can do this. And then select exactly the best solutions 
from our ever-increasing array. It's an array which now includes 
the power to underwrite corporate debt through our subsidiary, 
BT Securities Corporation. 


Merchant banking focuses not only on the details, but on 


the big picture as well. And that can be crucial today. 
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Credit and credibility 


HAN ESTABLISHMENT for the custody of 
money received from, or on behalf of, its 
customers. Its essential duty is to pay their drafts on 
it; its profits arise from the use of the money left 
unemployed by them.” That is the dictionary defini- 
tion of a bank. It looks increasingly windblown. For 
a decade three great gales of change have gusted 
through financial markets—deregulation, techno- 
logical innovation and globalisation. Buffeted and 
bewildered, banks have been swept out of their cosy 
world of banking and into the cold blast of financial 
services, where the only lasting shelter is built from 
. profit. To survive, banks must compete in the mar- 
ketplace as never before, not just with each other 
but with all sorts of financial institutions. The pro- 
cess is changing them beyond recognition. 

In pursuit of new sources of profit, many of the 
entities that call themselves banks have strayed far 
from the businesses of taking and safeguarding the 
public's deposits and running the payments system. 
Competition has forced banks to range so far, in so 
many directions and at such a lick that, perhaps for 
the first time since the days of Shylock, it is neces- 
sary to stop to ask quite what is a bank. 

Posing that question is the aim of this survey. 
Finding an answer is not just a matter of idle curios- 
ity. For centuries banks have been allowed a privi- 
leged position, not just among financial businesses 
but among all classes of commercial activity. In re- 
turn for performing the twin functions of turning 
savers' deposits into investment funds and of pro- 
viding the mechanism through which payments 
could flow to sustain economic growth and prosper- 
ity, governments isolated banks from many of the 
regenerative rigours of the market place. Banks, es- 
pecially big commercial ones, were not readily al- 
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lowed to go bust; in turn they were meant to ensure 
that the financial system did not collapse either. 

Bankers were told what businesses they could or 
could not conduct, and how they should conduct 
those they were permitted. In return, competitors 
were kept at bay. Banks were able to use their privi- 
leged position as primary intermediary between sav- 
ers and borrowers to make oligopolistic profits, vir- 
tually irrespective of how good or bad they were. 
Given that they were unlikely to be allowed to go 
bust, it did not matter much either way. 

Such complacency no longer washes. These 
competitive days, bankers feel constrained by their 
rules as much as protected by them. They want 
them rewritten. Yet, if great swathes of the busi- 
nesses of banks are coming to look indistinguish- 
able from those of non-banks, if banks are itching to 
switch to whatever new areas will maximise their 
profits, and if they are competing hard with other 
financial institutions, how special do they remain? 
How much, if any, protection from the discipline of 
the marketplace should banks retain? On the an- 
swers to such questions depend both what sort of 
regulatory framework should be erected around the 
financial system to ensure its soundness (a proper 
concern for governments), and what sort of busi- 
nesses bankers should be building. 

As the first half of this survey aims to show, the 
gales of change will leave many banks looking differ- 
ent in form and substance from a decade ago. Bank- 
ing is traditionally thought of as one business, not 
least of all by bankers. Yet, as Mz Thomas Steiner of 
McKinsey, a management consultancy, points out, 
it comprises around 150 different lines of business. 
There is little that is special about many of them. In 
future, plenty of these activities will be done by oth- 


What is a bank? 
Bankers and 
regulators must 
ask themselves 
that question 
anew, writes our 
deputy business 
editor, Paul 


Maidment 








ers, either instead of or as well as by banks. On the 
other side of the coin, many of the things that other 
financial institutions now do will become the busi- 
ness of some banks. Banking will still be a principal- 
ity in the kingdom of financial services, but its 
heartland will shrink. Outsiders will move in. Much 
of the native population will settle elsewhere. The 
bankers' diaspora will be wide. 


Crossing the divides 


This change is already to be seen in America, Eu- 


rope and Japan. American and Japanese commercial 
banks are pushing their merchant banking as deeply 
into the securities business as they feel the regula- 
tors will let them get away with. In America, Bank- 
ers Trust, Chase Manhattan, Citicorp and J.P. Mor- 
gan have all been allowed to set up securities- 
underwriting afhliates, slipping through the section 
2C loophole of the legislation separating commercial 
and investment banking. The two businesses have 
become so interwoven that, as Mr Dennis Weather- 
stone, president of J.P. Morgan, says, "we really 
have to rip the fabric to separate the threads”. 

For their part, investment banks and securities 





houses have become direct suppliers of credit to a 



















wide range of financial and non-financial custom- 
ers. They offer investment products that are virtual 
substitutes for interest-earning demand deposits. 
They own and operate non-bank banks that give ac- 
cess to payment systems. In short, they have become 
providers of services that commercial banks have 
traditionally offered. Though forbidden from com- 
mercial banking in their home markets, American 
and Japanese investment banks and securities 
houses happily run such banking affiliates abroad. 
It is not only the boundaries between the bank- 
ing and securities industries that are becoming 
blurred. So are those with insurance and commerce. 
In universal-banking Europe, tie-ups between insur- 
ers and bankers are becoming everyday occur- 
rences. Japan's Nippon Life joined the act in Febru- 
ary by taking a 496 stake in Spain's Banco Bilbao 
Vizcaya for $250m. At home Japanese insurers al- 
ready have affiliations with banks, through the web 
of cross-shareholdings of the big industrial groups. 
American insurers are lagging behind the trend, but 
Prudential Insurance, which owns America's third- 
biggest retail stockbroking firm, Pru-Bache, has 
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uos isa Xue institution. It has dominated Turkish banking ne 
industry since its foundation i in 1924; it will continue to do so in the 


1990s. 


Forceful Eo 
İşbank handles nearly one-fifth of the nation’ s total banking volume. - 
Close to 15% of all bank deposits in Turkey are entrusted to işbank, - 
giving us the largest market share of a y private-sector commercial 
bank. With over 950 domestic branches, we are in practically twice as. 
many places as other big private-sector banks. 




















İşbank’ s industrial holdings form the largest con slomerate i in the 
country; we are a shareholder in major: manufacturing enterprises, | E 
banks and insurance companies. | a 


Innovative 

At İşbank; taking the initiative is a tradition. isbank pioneered 
Turkey's industrialization. We were the first big commercial bank in 
Turkey to almost completely computerize our operations. The first to 
install Automated Teller Machines. 


International D. 

isbank’s size and influence i in ‘Turkey is matched by its presence in. 
Europe. Four branches and seven representative offices in Germany, 

a full-service branch in London and a representative office in The Hague. 
Worldwide, over 1100 correspondent banks, Foreign currency 
transactions equal to a substantial percentage of Turkey $ total foreign 
currency inflows and outflows. — 














İşbank is Turkey's preeminent bank. 
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dipped its toe in the waters of banking by buying a 
small bank in Georgia and more recently a thrift. 
.. Everywhere ordinary commercial firms are making 
... deep incursions into financial services. Retailers and 





T. manufacturers own securities companies, insurance 


s firms, thrifts and non-bank banks. They offer a wide 


range of credit, investment-banking and insurance 
services, to companies and individuals alike. 

In the opposite direction, many European and 
Japanese banks have long had closer management 
and ownership links with industrial companies than 
American banks have felt comfortable with. In West 
Germany, which has taken universal banking to its 
most extreme by encouraging banks to own large 
shareholdings in their industrial customers, Deut- 
sche Bank has at least a 25% stake in the huge West 
German carmaker, Daimler-Benz. By law, an Ameri- 
can bank may hold only up.to a 596 voting stake in a 
non-financial company. A similar restriction has 
not hampered Japanese banks, however. The Amer- 
ican barrier is a cultural one—a long-standing popu- 
list concern about concentration of financial power. 

The few banks that have spotted the sea«change 
in their industry are trying to steer these trends to 
their advantage. All banks are trying to cut costs 
and find new sources of income, particularly fees. 


] Tomorrow's likely big winners are also doing some- 


thing else more important. They are stripping down 
their operations to see what lines of financial ser- 
vices they are in, and in which they excel or have a 
competitive advantage, be it cost of capital, distribu- 
tion, a deposit base, technology, management ex- 
pertise or a franchise. The all-important franchise is 
merely a banker's term for a natural market: there is 
a franchise for, say, retail banking in Tokyo in a way 


that there is not in Timbuktu, or for Hongkong 


banks where there are overseas Chinese. 

Once a bank knows its strengths, it can tell how 
to recast itself to be competitive. The more pro- 
tected the corner a bank is emerging from, the more 
of a shake-up will be implied. It will frequently re- 
quire ruthlessly dropping lines of business or aban- 
doning markets in which the bank has no. competi- 
tive advantage once its privileged position is gone. 
That might well mean stopping being a deposit- 
_ taker, relying instead on the interbank market for 
funds, or shedding even long-established customers 
if they are not profitable to serve. —— 

OA bank c: can then devote its resources, Through 








investment in management, marketing ind technol- - 




















ogy, to reassembling itself using the businesses in 
which it does have an advantage. This is more than 
just becoming mean and lean. It is getting mean, 
lean and focused. If banks were industrial conglom- 
erates, it would be called unbundling. Few banks 
will be able to avoid it. 


Redundant regulators 


Where does this brave new world of competitive fi- 
nancial services leave bank regulators, except be- 
hind? Everywhere, the regulatory framework has 
been left looking out-dated and ill-equipped as fi- 
nancial services are driven more by the demands of 
shareholders and customers, and less by the dictates 

of public policy. 

In the rich countries, the specific emphasis of. 
regulation has always varied from time to time and 
place to place. Public-policy concerns about issues 
such as concentration of financial power, conflicts 
of interest, unfair competition, and the protection 
of investors or depositors ebb and flow with fashion 
and disaster. Europe has long allowed universal 
banking. America separated commercial and invest- 
ment banking after the Great Crash of 1929. Ja- 
pan's even more compartmentalised banking sys- 
tem dates from after the second world war when 
Japan wanted to allocate scarce capital to rebuild i its 
devastated economy. | 

Such distinctions are being rethought, as are 
other questions of regulation. One reason is that 
the rapid pace of change and innovation in financial 
products and markets over the past decade has al 
tered the political constituencies for regulatory pro- 
tection. The international competitiveness of do- 
mestic financial institutions has also become prom- 
inent in policymakers’ minds. Governments may— 
and frequently do—choose to favour or handicap 
one group over another, say, by letting industrialists 
get cheap loans at the expense of small savers by 
means of deposit interest-rate ceilings. But these 
should always be recognised for the political choices 
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they are. The only purely prudential reason for im- 
posing rules and regulations on participants in the 
financial system outside the normal course of busi- 
ness is that otherwise the system as a whole would 
be put at unreasonable risk. 

The blurring of the barriers between classes of 
financial institutions and the consequent increase 
in competitive inequities has given an international 
dimension to what has traditionally been a domestic 
concern. That alone makes the task of dealing with 
systemic risk none the easier. Yet for all the tangles 
that the transformation of institutions creates for 
the regulators, they are nothing like as knotty as the 
problems that product innovation has brought. 

Supervising the risks of interest-rate, exchange- 

rate and credit decisions has become fiendishly 
more complex. It may be relatively easy to track the 
way in which floating-rate loans have shifted inter- 

est-rate risk from the intermediary to the borrower, 
but finding out what has happened to, say; the 

credit risk in complicated options, futures or swap 
transactions is another matter. At the back of the 
minds of many regulators is the nagging knowledge 
that there is no such thing as the perfect hedge, and 
- that across the system as a whole such clever-clever 
products cannot reduce the total risk. 

Nowhere has the question of transferred credit 
risk been more apparent than in connection with 
one of the fastest-spreading trends of the past de- 
cade, the securitisation of the liabilities of busi- 
nesses and individuals. Securitisation is an ugly 
mouthful that comes in two flavours. One is the di- 
rect issue of securities, such as bonds or commercial 
paper, usually by companies as a cheaper way of rais- 
ing money than taking a loan from a bank. The 
other is the re-packaging by banks and other finan- 
- cial institutions of conventional loans for things 
a such. as home and car purchases into securities 





like to do this. It either increases thar liquidity or 
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gives them more freedom within the capital-ade- 
quacy constraints that regulators impose on them 
because they are able to off-load some of their assets 
from their balance sheets on to the market. 

One headache for regulators is that although 
the asset may have been off-loaded, not all the con- 
tingent credit or liquidity responsibilities for the se- 
curity created may have gone with it. Indeed, to 
make the securities more attractive to investors, 
banks have increasingly tended to offer standbys 
and guarantees. That is one of the reasons that the 
international capital-adequacy ratios for banks, 

agreed under a committee of the Bank for Interna- 
tional Settlements, weights the assets remaining on 
balance sheets for risk and takes into account off- 
balance-sheet items such as guarantees. 

Another headache is that securitisation frag- 
ments the credit process. Different institutions spe- - 
cialise in debt origination, debt placement, debt ser- 
vice, debt insurance and debt liquidation. There is 
nothing wrong in that in itself, but it is another nail 
in the coffin of the banks’ traditional role of inter- 
mediary between depositor and borrower. What 
worries regulators is that where banks were once re- 
sponsible for the whole process, and so had room to 
flex if a credit or liquidity shock hit at any point, 
there are now more joins available for cracking. 


Shocks and shock absorbers 


As the volume of financial transactions has in- 
creased in the past decade and as the world’s big 
banks and securities houses are now linked through 
electronic wholesale payment systems, the cracks 
can spread at alarming speed. Today’s liquidity and 
credit dependencies beggar the imagination. Daily 
financial transactions in New York alone are now 
the equivalent of one-fifth of America’s annual GNP. 
The world’s financial system has been left looking 
fragile in the face of such high-rolling. 

The system staggered from drama to drama in 
the 1980s: from third-world debt to stockmarket 
tumbles to thrift bail-outs and jitters over leveraged 
buy-outs. That it has survived with only minor casu- 
alties is due probably as much to good luck as good _ 
management. The world’s finance ministers, central " 
bankers and their officials may be forgiven for start- 
ing to believe that practice makes perfect in their 
management of crises. One hopes so, for they are 
likely to get little respite. Financial markets have be- 
come the shock absorbers for the real economy. 
Their effectiveness still has to be tested over the 
course of a recession. 

Separately and together, the world’s regulators 
have to ensure that the financial system does not fail 
that test. Building a perfect shock absorber is not 
the challenge. The challenge is to make one that 
works without impeding the rest of the machine. 
For bank regulators their task is further compli- 
cated by the fact that events are daily making their 
blueprints look more and more out of date. Yet it is 
they who have the first responsibility for preserving 
the eternal constant of a sound payments system. 

The first half of this survey looks at how the 
machine is changing; the second half will suggest 
ways in which the new shock absorbers can be made 
to fit. Throughout, it will concentrate on what is 
happening i in America. It is theret that the unbun- 
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Hong Kong, London and 
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dling of the commercial banks is most pronounced 
and where the strains in the credit system are clear- 
est. But the same underlying forces of change are at 
work in Europe and Japan, if lagging behind those 
in America by, perhaps, five years. As one London 
banker says with some distaste, "banking is no 
longer a profession; i it is becoming a business". Add 








in the globalisation of financial markets, the integra- 
tion of the European Community s internal market 
after 1992 and the steady progress of the consider- 
able changes to Japan's financial system, and it is 
only a matter of time before Europeans and Japa- 
nese ask themselves the same question that is baf- 
fling Americans: what is so special about a bank? 





The crunch that competition caused 


HE decade that has just passed did not add up 

to the best of times for America's commercial 
banks. Efficiency and profitability, not size, became 
the holy grail; but for many banks it remained elu- 
sive. Annual net income across the industry was 
barely higher at the end of the 1980s than it was at 
the beginning—$14.3 billion in 1989, against $13.9 
billion in 1980. That was not enough to keep up 
with the growth in balance sheets, let alone infla- 


tion. Return on equity, a standard measure of 





P profitability, fell from 14.4% in 1980 to 13.8% in 
1988 (the latest year for which the figure has been 
calculated), having hit a horrible low of 2% in 1987. 

The same picture is clear from the other end of 

the telescope. Excluding provisions for third-world 
debt, American commercial banks wrote off more 


than $60 billion-worth of loans in the last half of the — 


1980s. Even in the telephone-numbers world of 
banking that is a staggering sum. In the whole of the 
1950s, 1960s and 1970s less than half that a amount, 
$28 bil lion, was written off. . 

The huge increase in bank assets since 1950 
cannot mask the real worsening of bad debt. The 
charge-off rate has more than tripled in the past de- 
cade, to a point where it is wounding banks. At the 
start of the 1980s net charge-offs trimmed one-quar- 
ter of a percentage point off the banks' net interest 


margin, which was then above 496. By the end of the. 
decade it was taking more than three-quarters ofa 
percentage point off a net interest margin that had 
fallen below 496. Charge-offs are now at such a level - 


that, if history is any guide, the next recession in the 
i American economy could leave one in five of Amer- 
' ica's commercial banks insolvent. — 

That should be flashing warning signals about 
| the weakening creditworthiness of the American 


banking system. Because of today's huge interna- 
tional credit and liquidity interdependencies, any 
breakdown would soon spread to Europe and Japan 
(and vice versa). Yet these aggregate figures mask a 
wide variety of performance by banks, which points 
up how banking is changing in a way that is strain- 
ing the credit system. After being fragmented to pre- 
vent concentrations of financial power, the industry 
is polarising into strong and weak institutions. 
Piecemeal deregulation and technological innova- 
tion are letting market forces assert themselves. 

This is distorting the regulatory safety net for 
the credit system, which depends on having sufh- 
cient capital in each bank to absorb losses. Though 
capital levels on average are adequate, the number 
of weak financial institutions for which they are in- 
adequate is rising fast. 

So, too, is the number of strong institutions. 
Money-centre and super-regional banks are gaining 
at the expense of smaller fry. The 35 leading bank- 
holding companies analysed by Salomon Brothers 
(see list on next page) account for about half of all 
the assets of America's 13,000 banks. They gener- 
ated virtually all che banking industry's increase in 
net income in the 1980s, even though the bulk of 
provisions for souring third-world loans was con- 
centrated in this group. The big banks' return on 
equity was almost double that of the smaller banks. 

Though the share of banking assets in America 


accounted for by the big banks only edged up from 


43% in 1980 to 49% last year, asset size is no longer 
the most telling measure of a bank's power. Yet 
there are plenty of other signs that the big banks are 
becoming more dominant. One :s that half of all 
banking employees now work for big banks, against 
one-third ten years ago—and that in an industry in 


















































America’s banks 
are being 
weeded out 








which employment is fa 
ing jobs peaked in 1986 at around 1.5m. McKinsey's 
Mr Steiner reckons that the figure will fall by at least 
300,000 by the end of the decade. 


Not by size alone 

A direct sign of the industry's consolidation into 
fewer and bigger banks is the rising number of merg- 
ers. The annual average number of these in the 
1980s was double that in the 1970s and triple that of 
the 1960s. FMCG Capital Strategies, a New York- 
based financial-services consultancy, reckons that 
the number of truly independent banks fell from 
13,400 in the mid-1960s to 12,700 by 1980, and that 
the total was down to 9,800 by the end of 1988. 

At that rate, America would be down to 200 
banks in 20 years. Such straight-line predictions 
have little more than amusement value, but there 
are three reasons to believe that the rate of mergers 
will stay high. First, deregulation, particularly the 
bar to interstate banking, is not yet complete. Sec- 
ond, depressed regional economies would leave 
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more financial institutions distressed. One large re- 
gional, the Bank of New England, announced in 
January that it would have to write off $1.5 billion of 
dud loans and was looking for a bigger bank to take 
it over. Third, the hostile takeover has discovered 
banking. Bank of New York's protacted struggle to 
control Irving Trust in 1988 broke new ground. 

Bankers will have to prove more adept at mak- 
ing mergers than they have so far. An FMCO study of 
400 of the biggest bank mergers of the 1980s, sug- 
gests that a four out of five bank takeovers end up 
destroying some of the acquirer's value. 

Size alone is anyway no guarantee any more of 
success for a bank. There is little evidence of any 
natural across-the-board economies of scale in 
banking once an institution has exceeded the mod- 
est level of assets of $100m. There are, of course, 
economies of scale to be found by all banks in spe- 
cific lines of business. But any bank that thinks it 
can simply merge its way to prosperity is misunder- 
standing the future. Banking is no longer like some 
financial factory, mass-producing loans and needing 
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be more than just a voice on the end of the phone. 

So we go out of our way to get to know you and your 
business. 

We make a point, for example, of visiting our corporate 
customers, no matter where they're based (having dealing 
rooms in Glasgow and Manchester, as well as London, is a 
big advantage). 
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Singapore, we can provide treasury services worldwide. But 
we also take a longer term view of your business, with 
regular advice on how market movements might affect 
you in the future. 

As you would expect from one of the major players 
in the foreign exchange markets, our rates are highly 
competitive. If you need convincing, check Reuters pages 
RBSX, RBSD and RBSS or Telerate pages 3771 and 3772. 
Better still, phone us on 01-626 2863. We'd be more than 

pleased to discuss your requirements. 
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{Dollars in Millions, 1 U.S. $ = 1,388,130 Lire) 
OUTSTANDING LOANS ES 200 23,934 


ASSETS UNDER MANAGEMENT — | 14,821 
SHAREHOLDERS' EQUITY — 3,312 
ALLOWANCES | P 612. 


NET INCOME 362 




























to keep production lines running almost at any cost. 
As with modern industry, tightly costed, high-value-. 


added, tailor-made and flexible financial manu- 
facturing is becoming the name of the game, even 
for those who see themselves as the low-cost pro- 
ducer of a given product or service. 






Ir, t hey EU hed a management guru, Mr 
Tom Peters. He preaches that there are no mature 
products: anything can be re-invented with the 
. application of information technology. Witness the 
|. 15-minute mortgage from Citicorp. Less techno- 





Big banks have been more adept than their 
smaller brethren at modernising the wheel. Not 
only did they increase their net interest income de- 
spite the deregulation of deposit interest rates, by 
moving into credit cards and other high-yielding 
consumer lending, but they also boosted their fee 
income. Such new revenues almost offset the huge 
jump in provisions the banks had to make against 
bad loans. They also allowed a sharp increase in 
non-interest expenses, particularly for investment 
in computer systems and new businesses which will 
be their springboards to success in the 1990s. 

Although the profitability of the big banks 
looked to be stagnant, their managers could reason- 
ably claim that they had succeeded in keeping up 
returns on assets while rejigging their sources of rev- 
enue so as to be better fitted to compete in a deregu- 
lated world. As chart 6 indicates, no such claim 
could be made by those running the small banks. 
They were losing the competitive advantage they 
had enjoyed over the big banks for the past half- 
century because of geographical, product or inter- 
est-rate protections. But they were not reorganising 
their businesses successfully enough to compensate. 


Invest or die 


The most crucial area in which the weaker financial 
_institutions are continuing to slip behind their big- 
| ger brethren is in their failure to keep up the invest- 
ment needed in technology and management to cre- 
ate new services and products (see chart 5). Nearly 
three-quarters of the money that banks are spend- 
ing on computer systems is coming from the big 
banks, against one-half in 1981. 

Citicorp, whose boss, Mr John Reed, has de- 
scribed money as "information on the move", is by 
far and away the biggest spender on technology. It 
shelled out more than $1.5 billion last year, ac- 
counting for one-eighth of the total spent by Ameri- 
can banks on technology. To play in technology's 
first division requires a commitment of upwards of 
$150m a year. The top seven spenders on technol- 
ogy (Citicorp, BankAmerica, Chase Manhattan, 
Chemical, Security Pacific, First Interstate and 
Manufacturers Hanover) all spend at least twice as 
much as that. For banks, the bigger the business 
base over which they can defray such huge sums the 
better. This is an example of where there are valu- 
able economies of scale, but they are specific ones. 

There are other reasons to believe that life will 
become yet more precarious for small banks that do 





E E - phile banks take days to approve even straightfor- _ 
.| ward mortgage applications. 


Preparing for the future 
Cost of computer systems in US commercial iake 


[7] small banks Large banks 


not have a niche in which to shelter. The extra capi- 
tal requirements now being demanded by regulators 
will require stronger balance sheets and more eff- 
cient use of capital. Fee-earning businesses often op- 
erate more efficiently when they get bigger. Increas- 
ing securitisation of financial assets, such as con- 
sumer and home-purchase loans, also favours big 
institutions. They are the ones with large enough 
bundles of loans to take to the capital markets, and 
the ability to draw them from a wide enough area to 
mitigate any effects of regional economic recessions. 
That access could give them a comparative advan- 
tage in their cost of funds, and so let them undercut 
rivals in making the loans in the first place. There is 
little better competitive edge in financial services 
than having the cheapest capital. 


Bigi is better 


Sources of change: net income as i2 of averag 
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A half-century of 
egulation unravels 


<A message of despair 


ve framew ORE of | hi story 


F2 years the cost of capital was not a pressing 


concern for American bankers. Two groups of 


-their customers subsidised them: individual savers 
and.corporate borrowers. Savers were given little 


choice but to accept regulated interest rates. Bor- 
rowers had few other places to go for loans. Once 
deregulation started to change this, the banks' cus- 
tomers leapt for the better deals they could get in 
the money and capital markets. 

The almost guaranteed profit that banks had 

enjoved started to evaporate. The annual subsidy to 
banks from deposits with regulated interest rates at 
least halved in the 1980s from 1979's estimated level 
of more than $30 billion—or twice the industry's 
net interest income. Too many bankers were blind 
to the obvious. As deregulation gathered pace in the 
1980s, stripping away bit by bit the geographical, 
product and market protection that many banks 
had complacently come to regard as their birth- 
right, they remained ill-prepared to cope with in- 
creased competition. 
"wo laws governed the shape of banking in 
America for half a century—the Pepper-McFadden 
Act of 1927 and the Banking Act of 1933, usually 
known as Glass-Steagall after the congressmen who 
sponsored it. Both acts were passed for specific ends 
at a time when banking, and the world, were differ- 
ent places; both pieces of legislation are being made 
redundant by the way the market, and especially its 
technology, is changing financial services, and by 
the way the regulators choose today to interpret the 
laws' ietter and their spirit. How both are brought 
up to date will affect the shape of banking not only 
in America but in the other two big markets for fi- 
nancial services, Japan and Europe. 







McFadden (history tends to forget Claude Pep- 
per) was intended to stop interstate banking in or- 
der to hinder the creation of nationwide banks. In 
America, populist suspicion of the concentration of 
power, particularly financial power, has run deep 
ever since President Jackson broke up the nascent 
and partly foreign-owned Bank of the United States 
in the early 1830s. McFadden forbade banks that 
were members of the Federal Reserve system (“‘na- 
tional" banks) from opening branches outside their 


home state, to keep them on an equal footing in this 


respect with state-chartered banks. 

In as much as it created a fragmented banking 
industry, McFadden worked—or at least it did until 
plastic cards, computer systems and direct market- 
ing started to get the better of it late in the 1970s. 
Citicorp built America's first nationwide retail 


bank on the back of a credit-card business and di- B 


rect mail; Ámerican Express has done much the 
same without being a bank in America at all. Still, 
America's big banks are nothing like as concen- 
trated as their counterparts in Europe and Japan, 
where there have not been many restrictions equi- 
valent to the ban on interstate banking. The top 
eight banks control about half the bank assets in 
West Germany. In Japan it is the 13 national com- 
mercial banks that have that sort of share. In Amer- 
ica it takes 35 banks to achieve it. 

Glass-Steagall was even more anti-competitive. 
Passed in the wake of the Great Crash, it aimed to 
control “excessive competition” (that phrase so be- 
loved today of Japanese bureaucrats). Commercial 
and investment banking were separated, deposit in- 
surance invented and, under Regulation Q, deposit 
interest rates controlled through ceilings for time 
and savings deposits and a prohibition of the pay- 
ment of interest on demand deposits. Like Mc- 
Fadden, Glass-Steagall achieved what it intended to 
do, in its case to create a stable industry in which 
banks neither went bust nor strayed too far from 


their knitting. Banks made money virtually no mat- 4 


ter how good or bad they were. Deposit insurance 
let managers take risks in lending out depositors' 
money, risks that they might otherwise not have 
taken. Individuals and companies could do little but 
bank with local banks, pay whatever was demanded 
for loans and take whatever was offered for deposits. 

In the 1970s, the banks’ customers at last had a. 
limited opportunity to act as consumers are meant 
to be able to do in free markets. So they did. Banks 
lost deposits to the new money-market funds. Com- 
panies started to raise working capital through issu- 
ing commercial paper, a sort of securitised over- 
draft, putting a squeeze on the banks' corporate- 
loan spreads. The triple protection that banks had 
enjoyed in rates, products and geography was start- 
ing to splinter. 

Two pieces of legislation in the early 1980s, the 
Depository Institutions Deregulation and Monetary 
Control Act of 1980 and the Garn-St Germain Act 
two years later, formalised the inevitable. They at- 
tempted to pull back to the banking system the cus- 
tomers that for years had subsidised it but were now 
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OPEN A HALIFAX 
FIXED OR VARIABLE RATE ACCOUNT AND 
YOU WON'T GET YOUR FEET WET. 








Invest offshore with Halifax Building 


à * Society and we'll steer you clear of troubled 


waters with two complementary, Jersey-based, 


sterling deposit accounts. 


" Is a variable rate, instant access account 





6 with no penalties and no minimum time 
' limit. It has a minimum investment level 
-of £1,000 at a substantial rate of 12.50%. 


The interest rate is automatically adjusted 





on the whole investment as your balance steps 


14.25% 14.50% 
Do Do 


up as follows:- 


12.50% 


AMOUNT £10,000+ 


INTEREST RATE 13.50% 


12.8995 13.96% 14.76% 





You can also set up standing orders, direct 
debits and have your interest paid directly into 
your UK or Channel Island bank account. 


Then there’s our new account, HALIFAX 





rate on vour account is fixed on the day that 
: we receive your funds for a period of 12 months 
| and there is a minimum investment level 
of £10,000. 

| Being Halifax accounts, you can expect 


1 highly competitive interest rates. And — 


First, HALIFAX DEPOSIT INTERNATIONAL. 


JED RATE INTERNATIONAL. The interest 


Both accounts are only op 




























who are not ordinarily. resident in 
And both accounts have the added opt 


monthly interest. 


Alternatively, you can tiga 
Jersey Helpline on (0)554 59840. 
You can rely on the Halifax to 


from a soaking. 
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l/we enclose a isi money draft No.. 
I/we would like the interest to be: 

Added to balance [| Paid half-yearly [ ] Paid monthly [| D] -. 
I/we are not ordinarily resident in the UK. Please send the ded 
form for the payment of gross interest. 


| 

| I/we accept the terms, conditions and regulations affecting the ac 
for the time being in ferce. 

| The sum is being invested in HALIFAX DEPOSIT INTERN AIO 

| me/us as sole/joint beneficial owner(s). | | 

| l/we understand that by opening a deposit account, live. te 

| depositor with the Society. Depositors are not members of the So 
Only members can attend at meetings of the Society and only ce 

| members can vote on resolutions. 

|. Please send further details of HALIFAX DEPOSIT INTERN ATION AL. 

| and/or HALIFAX FIXED RATE INTERNATIONAL [_] 





Full Name (Title) eus ACL NO 

Address 

Country Date. bau 
Nationality "n: i 
Signature(s) — . 





THE "WORLD'S NO ae 
Halifax Building Society, International Investment Uiit, 


Ingouville House, Ingouville Lane, St. Helier, Jersey, Channel 
| Fax dia (0554 59280 Telex No: 4192584 
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Today a new Brazil 
to the world, with a definitively consolidated democracy 
and ready to resume its destiny as a great nation. 

Together with this new country, a new bank is being born. 
Modern im its conception, economically sound due to the 
quality of its partners and prepared to offer excellent 
business opportunities, 

The Transcontinental Bank is linked to the Brasilinvest 
Group, vesponsible for investments to the order of one 


billion dollars. 


The partners of Transcontinental Bank are: 


Ferruzzi SpA {haly) - William E. Senon & Sons Inc (LSA) - Empresa de Comeücagio Trés Editorial Luda. 
(Brazil - Croup Fernando Samixco Ferreira (Brazil) l 


The advisory board is: 


Chairman: Wiliam Sinon, Chairman of Wiliam Simon & Sons Inc; Co-Chairman: Raoul Gardini, Chairman Peruri SpA; Albin Chalandon, former Minister 


Srfila, former Secretary of Ovganisation of American States (OAS: Dominge Alruaaniy, President of Transcontinental Bank and Chairman 


Tres Editorial Lida: Fernando Seenpaio Ferreira, Chairman of Sampaio Ferreira Group; Bento de Barros Ribeira, Ribeiro, Dinamano, 


Garner, honorary Chairman of Transcontinental Bank and Chairman of Brasilinvest, 


2:9226- CEPOI1040- Fax: (5511) 842-9991 - Sao Paulo - Basil 
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The makers: Glass,Steagall 


leaving in droves. The first act phased out ceilings 
on deposit interest rates, eliminated usury ceilings 
and opened the way to quasi-interest-bearing de- 
posit accounts through allowing negotiable orders 
of withdrawals (NOW accounts). The second allowed 
money-market deposit accounts and super-NOW ac- 
. counts, permitted some interstate mergers, which 
heralded the arrival of regional bank-holding com- 
panies (to all intents and purposes interstate bank- 
ing will be unrestricted by next year), and, less hap- 
pily as it has turned out, gave thrifts powers to 
extend their business to the point that they looked 
more like small commercial banks but without the 
tight prudential regulation. 


A new economics 


These two acts did much more than let banks com- 
pete in ways that they had not been allowed to be- 
fore. They transformed the economics of commer- 
cial banking. Banks could no longer rely on locked- 
in profitability from their net interest income. 
Banking is the mirror image of most industries 
when it comes to its cost structure. Bankers have 
lazily allowed four-fifths of their costs to be shared 
across the whole bank, compared with only 2096 at 
an industrial company. When banks relied on net 
interest income to cover all their expenses, that lazi- 
ness did not matter. With bankers suddenly needing 
to know which parts of their business generated 
how much profit, it did. 

From there it was but a short step to the realisa- 
tion that a bank would have to cut out those ser- 
vices that it had traditionally offered if it could not 
make them a profitable line of business, either be- 
cause it enjoyed no natural advantage or because it 
could not cut the cost of supplying the service sufi- 
ciently. This was something that, even ten years ago, 
only the most visionary bankers understood. Bank- 
ers Trust and J.P. Morgan were thought at the time 
by many to be mad to be abandoning retail banking, 
selling valuable Manhattan branches to turn them- 
selves into wholesale merchant banks because they 
thought that that was where their strengths lay. A 
lot of bankers today would be happy to have as prof- 
itable and well-positioned businesses. 

Many bankers have still not grasped how funda- 


mental is the change to the structure of commercial. 


banking. That is especially so outside America, 
where the change in the economics of banking is 
still at an early stage. Chart 7, which shows how de- 
regulation of deposit-interest-rate ceilings has af- 
fected banks' access to cheap funds, is one indica- 
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The undoers: Garn, St Germain 


tion of how much Japan is lagging behind America. 
Japanese deregulation has so far concentrated on re- 
moving deposit-interest-rate ceilings. Only now is it 
switching its emphasis to deregulation between in- 
stitutions. The competitive crunch that has so 
squeezed American bankers will soon be upon Japa- 
nese bankers—sooner than many expect. 

To too many bankers everywhere there always 
seems to be another group of potential borrowers to 
chase after, be they consumers, property develop- 
ers, small businesses, East Europeans, or managers 
wanting to buy out their companies. Such custom- 
ers, it is fondly if foolishly thought, can replace 
those who have deserted, just as oil sheikhs, third- 
world governments and Texas energy men were the 
bright hopes of their day. Japanese and European 
bankers are almost as guilty of such false optimism 
as are their American counterparts. The old habits 
die hard from the days when all that mattered was 
getting new assets on the books. 

For some banks, the new borrowers will provide 
good business. One example is Wells Fargo, which 
under íts hard-driving boss, Mr Carl Reichardt, is 
ruthless in cutting costs and concentrating on the 
lending it feels it knows best in order to reduce the 
risk of incurring bad loans. It has shown that it is 
possible to make money out of lending to property 
developers, and it may confound the sceptics with 
its leveraged buy-outs. But there is not enough such 
profitable lending for all—at least not until the 
overcapacity in the industry that is showing up in 
underpricing is eliminated. Neither is it a long-term 
strategy for growth, now that making a bank grow 

















attening the loan book. 
ext round of lessons that bad banks will 
vill be the hard ones— just as airlines, steel- 
and other industries like chemicals learnt 
inful way when they mistook a structural 
ange to their industry for just another cyclical 
one, Bankers will need to find, and then prove 
themselves to be adept at, businesses which fit their 
banking skills but which are not banking businesses 
n the sense they have been thought of for the past 
several centuries. The only other salvation will lie in 
| the arms of another bank or of the liquidator. 

The hugging and squeezing has only just begun. 









make 
































































* 


Mix and match 


tate Street and 
aking 
e work 


RU their businesses successfully is what 

e is distinguishing the winners from the losers in 
American banking. There is no single mix that is 
universally better than another. It depends on each 
bank's peculiar strengths and franchise. If there is a 
common thread, it is that successful banks have a 
dominant market position in one of their busi- 
nesses, of which they are the low-cost provider, are 

"strong in another couple of businesses and are inno- 
vative in high-value-added services. Successful 
banks also tend to be led by managers with a clear 
vision of where they should be going. 

Bankers Trust was mentioned earlier as one 
bank that remixed its business to good effect, by get- 
ting out of retail banking to head for the supposed 
glamour of merchant banking. First Wachovia, a su- 
per-regional covering North Carolina and Georgia, 
and which has assets of $23 billion, saw retail bank- 
ing as the area in which it could prosper. Mr John 
Medlin, its chief executive, has no fear of being in 
what many bankers see as the dowdy end of the 
business: "You want to be near the leading edge, 
but vou want to avoid being on the bleeding edge.” 

First Wachovia has avoided the red stuff by aim- 
ing to be the low-cost provider of high-quality ser- 
vices. Its key to doing so is its Personal Banker pro- 
gramme. This just means that instead of the 
conventional relationship a customer has with his 
branch, each customer is assigned a bank officer 
who handles virtually all his transactions. The most 
junior of the four ranks of personal banker might 
handle.around 2,000 ordinary customers of the 
bank, the most senior just a handful of the richest 
ones or the bank’s bigger corporate accounts. 

Personal bankers are more than just the same 
smiling face that the customer sees. They have con- 

. Siderable decision-making power over the custom- 
 er's account. It is they, say, who approve loans, 
check if repayments are late, and what should be 
done if they are. Similarly, they can open any sort of 
account that the bank offers or provide most of its 
services. And the personal banker's name and tele- 
phone number appear on each monthly statement 
sent to the customer, When First Wachovia runs a 
direct-marketing campaign by mail-shot, it is from 

. the personal banker that the circular arrives. 
2n se are cosmetic touches, but they contain a 
int of the way the personal-banker scheme pro- 





For years in America new banks came and old ones © 
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merged into others at * rate. Since the 
middle of the 1980s, there T net loss of 
several hundred banks a year. The trend has been 
even more pronounced in the thrift industry, where 
almost one in two institutions has disappeared since 
1980. This has reduced the total to little over 2,500, 
only half of which are financially strong. Though 
there is a greater willingness to allow banks to fail, 
the old adage about a bank being too big to fail, if 
not to get in trouble, still holds true. Most of the 
institutions that will go will be under-capitalised me- 
dium-sized and smaller banks. Their names will be 
as readily forgotten as were those of now-defunct 
small airlines, steelmills and chemical plants. 















vides the bank with a powerful tool with which to 
generate profit. For many retail banks, selling an 
ever wider range of products to their customers has 
not proved as easy as the synergists would have had 
them believe. Personal bankers can cross-sell better 
because they have a full picture of their customers' 
dealings with the bank, and, through the bank's 
computer system, have access to information on all 
the products and services they can sell to them. First 
Wachovia has proved better than most at turning 
its officers and clerks into a salesforce. 

The stick behind this is that a personal banker's 
salary is linked to how well he or she operates as 
both a banker and a seller. Each month the portfo- 
lio of a personal banker's customer accounts is 
checked. It is not just its size that is being measured 
but also its quality. The amount of assets and liabil- 
ities matters, but so too does a host of factors such 
as their growth rates, yields and default rates. The 
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It seems that hardly a day goes by 
without our being reminded of the 
inter-dependence of world markets. 

What happens in Tokyo one minute 
can alter the economie shape of the world 
in the next. What happens in London a few 
hours later can change it yet again. 

Which all means that for vour business 
interests to be protected you need the 
best advice you can get. Every minute 
of the day. 

This is where we come in. 

Our experience is truly global, with 

treasury managers in the leading financial 
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capitals of the world, as well as doe: T 
offices throughout the UK. | B 
We competitively deliver spot and for- 
ward foreign exchange, and have recently 
extended our range of currency he edi 





In fact, hie it comes to iibi. we 
are right at the forefront of. developments. 

So if there's a run onthe p 
dollar in New York, followed . | 
by a erash in Tokyo, you ean E 
be sure that our managers 
will be on the spot making 
sure that your business isn t 
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Ahead of the pack 


Rate of return on average equity 


First Wachovia 





incentive is not only to pull in business but to re- 
plenish it and to sustain good credit quality. 

"Soundness, profitablity and growth" is First 
Wachovia's mantra. As charts 8 and 9 show, Mr 
Medlin has not incanted in vain. In addition, the 
bank's percentage of non-performing assets to total 
loans is significantly below that of most other super- 
regionals. Yet scarcely any other bank has followed 
it. The obstacles are daunting. It has taken 15 years 
for First Wachovia to change the way its branches 
operate and to integrate new ones acquired as a re- 
sult of mergers. It requires extensive and continuing 
training of staff in the use of on-line systems, which 
is expensive. Even more costly, it requires tailor- 
made software to integrate all the bank's informa- 
tion concerning a customer into one database that 
can be cut many ways (to serve the customer, his 
personal banker or the bank's top management) 
and without unnecessary duplication. 

First Wachovia started building such "customer 
information files" (CiFs) in 1975. Other banks are 
only now just starting to follow. One example of the 
benefits First Wachovia has reaped from its invest- 
ment is that unlike many super-regionals it has re- 
mained a lender to big business because its CiFs let it 
offer corporate customers tailor-made cash-manage- 
ment services. Another is that the use of the bank's 
automated teller machines is greater than that of ri- 
vals because a CIF lets individual customers use their 
plastic cards to gain access not only to their 
chequing and savings accounts but also to their 
lines of credit and credit-card accounts. 

By adding electronic voice-recognition technol- 
ogy (bought from an independent supplier), the 
bank even lets customers telephone in for some o 
that information (the system has been adapted to 
handle the local southern accent). As McKinsey's 
Mr Steiner and a colleague, Mr Diogo Teixeira, 
point out in a study* to which this article is in- 
debted, this extra service has proved popular, 
distinguishes the bank from its regional rivals 
(which include three top-notch banks in NCNB, First 
Union and Avantor), improves the levels of service 
offered, and helps cut branch costs. 

First Wachovia is recognisably a bank. But what 


*Technology in Banking: Creating Value and Destroying Profits 
by Diogo B. Teixeira and Thomas D. Steiner. Dow Jones-Irwin. 
1990, 
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of State Street, which is high on most lists of Ameri- 
ca's banks-for-tomorrow-today? At first glance, this 
Boston-based bank with assets of around $7 billion 
looks to be a medium-sized regional. On closer 
examination it scarcely deserves to be called a bank 
at all in any familiar use of the word. It has sold or 
closed 90% of its branches. Two-thirds of its assets 
are in cash or investments. It has no third-world 
debt, makes no loans for leveraged buy-outs and 
scarcely any for home or car purchases. It is little 
interested in lending money to students to pay their 
way through college, something many banks see as a 
way of catching tomorrow's customers early. 

State Street's customers are large investing in- 
stitutions such as insurance companies and pension 
funds. They use State Street to keep track of their 
securities portfolios and to do the complex report- 
ing to shareholders and regulators that institutional | 
investors are required to make. The bank has be- 


come a data-processing company with a portfolio of 


trust and custodial businesses. In effect, it is now a "n 
computerised bookkeeper-cum-accountant, not a D 
banker in a traditional sense. A Japanese trust d 
banker would recognise the business, though he | 


would stand in awe of the way Szate Street has ap- 
plied technology to it. 

State Street has about 1096 of the world's se- 
curities under its custody, worth more than $625 
billion. It is number one in its two main businesses, 
custody of the assets of mutual funds (in which it 
has a 4196 market share; the number two, Bank of 
New York, has a 1296 share) and of master trusts 
(the top-of-the-line in custody). In the 1980s State 
Street's fiduciary revenues increased fifteenfold, to 
$336.3m for its latest full financ:al year. Partly this 
reflects the boom in securities markets, but State 
Street has managed to increase its share of this 
swelling pie. 

The high cost of computer systems for the cus- 
tody business is a formidable barrier to new en- 
trants. However, State Street has not been compla- 
cent. It has continually reinvested in its systems 
technology, so it can maintain its position as the 
dominant low-cost producer, and has turned its ex- 
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Plastic and 
electronics are 
invading the 
payments system 








isting data-processing and custody skills to new 
business such as global custody, indexed fund man- 
agement and trusteeship of securitised bonds. 

State Street has also done something else un- 
usual for a bank. It has gone into partnership with a 
non-bank. Its shareholder accounting and customer 





service is handled by Boston Financial Data Ser- 
vices. This is owned equally by State Street and DST, 
a data-processing and software firm. Or, to put it 
another and more illuminating way, a computer 
outfit half-owns the key part of one of the most suc- 
cessful banks in America. 





When a banker is not a banker 


UST as banks are getting into all sorts of non- 

banking businesses, so all sorts of non-banks are 

getting into what has long been thought of as the 
banks preserve. There is nothing illogical about 
this, though it raises the eyebrows of regulators as 
much as it does the hackles of bankers. 

Disintermediation has taken great chunks of 
traditional banking businesses out of the banking 
syscem. One reason is straightforward cost. Often 
other institutions can undercut a bank because they 
are less tightly regulated, particularly in terms of the 
amount of capital they are required to keep as a re- 
serve. 5o non-banks require less capital to do the 
same piece of business as a bank. Effectively that 
means the bank has a higher cost of capital, and so 
would have to be super-efficient elsewhere (which it 
rarely is) to match the non-bank on price. 

That is a big part of the reason that the banks 
saw their long-standing industrial borrowers defect 
in droves to the capital markets. In the 1980s the 
value of commercial paper outstanding quintupled 
to more than $500 billion at the end of last year, 
while the banks' commercial and industrial loans 
barely doubled to $650 billion. Put baldly, the 
banks share of the market in one of their core busi- 
nesses had fallen by a quarter. 

Corporate finance changed beyond recognition 
in the 1980s because of the innovation that deregu- 
lation spurred, but the same forces have cost the 
banks dear in other businesses, too. Merrill Lynch, 
a retail stockbroking firm, no less than its Japanese 
counterpart, Nomura Securities, and a host of simi- 
lar firms have found ways to attract individuals’ sav- 





Tomorrow’s customers; but whose? 


ings that are deposit-taking in all but name. Money- 
market mutual funds that offer customers cheque- 
writing facilities are commonplace. Walk into the 
Manhattan offices of Fidelity Trust, a mutual-funds 
outfit. The only reasons for thinking that you are 
not in a bank branch are (a) that the surroundings 
look far too smart and modern, and (b) there is an 
electronic board showing stock and commodity 
prices as well as interest rates. 

Even processing payments has not been im- 
mune from defection from the banking system. 
Electronic Data Systems, usually known just by its 
initials, EDS, has been servicing automated teller ma- 
chines since buying MCorp's point-ofsale and 
credit-card processing operation for $281m in 1988. 
Another company, First Data, processes a quarter 
of the American bank credit and charge cards of its 
parent, American Express. Though Amex is a bank 
outside America, it is not one inside it, though it 
does a lot of the things that banks do. 

Perhaps the most spectacular example is the 
New York-based Clearing House for Interbank Pay- 
ments and Settlements (CHIPS). This does what its 
name suggests it would, settle dollar transfers 
among banks, especially international ones. If, say, a 
Japanese trading house was buying Brazilian timber 
under a dollar-denominated contract, CHIPS is the 
mechanism by which the seller gets paid. Admit- 
tedly CHiPS is owned by banks, but it is not a bank in 
itself. In fact, it is not much more than a network of 
computer networks. Yet it performs a classical bank- 
ing function, acting as a safe and sound means of 
payment. Arguably, it is the purest form of bank 
that there is. 


Getting the knowledge 


It is not just CHIPS, and companies like EDS. It is also 
the way big banks like Citicorp, Chemical and Secu- 
rity Pacific are making their computer divisions ev- 
ermore autonomous—and letting them account for 
more and more of the banks’ non-interest expenses. 
Systems in their broadest sense account for about 
two-thirds of the $100 billion a year it costs to run 
America's banks, with hard-core information tech- 
nology eating up one-third of that. Banc One's 
chairman, Mr John McCoy, already likes to say that 
his bank-holding company is in three businesses— 
banking, bank takeovers and technology. Some are 
starting to wonder if the core financial companies of 
the future will not be the technology businesses. 
That would have big implications for how fi- 
nancial conglomerates organise themselves, a point 
this survey will return to later. In a prototypal way 
the change is already occurring in the securities part 
of the industry. As one former stockbroker puts it: 
"Securities companies are no longer companies that 
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buy and sell shares and need a bit of information to 


do it. They are global information companies that 
happen also to buy and sella few shares." 

The world's biggest securities house, Japan's 
Nomura, has already split into two hubs. From one, 
Nomura Securities, radiates its stockbroking and in- 
vestment-banking businesses; from the other, NRI & 
NCC, its information and communications busi- 


nesses. NRI & NCC is developing software that could 


change the nature of the securities business com- 

pletely, from programs that run on Famicon video- 

games computers to allow sharetrading from home 
o running value-added networks that let securities 

mpanies' computers talk to each other, to their 
ients, to stock exchanges and the regulators. 

~ Nomura, which has considerable banking oper- 








ations outside Japan, believes there are lots of still 


unforeseeable businesses in which it will have an ad- 
vantage because of the electronic networks or pro- 
prietary software it could bring. Just pairing up ac- 
cess to bank accounts with its Famicon home-share- 
trading system might let it make a go of electronic 
home banking, where the banks have failed. The 
logic Nomura applies to information technology 
can be applied just as well by banks. Remember the 
words of Citicorp’s Mr Reed: “Money is informa- 
tion on the move”... | 











Flexiblefoes — 
Outside America, banks still largely have a legal mo- 
nopoly on the payments system. That is being tested 


gently. One challenge comes from the by-now-uni- 
versal charge card. A Japanese refinement is the pre- 
paid card. With these cards the purchaser pays in 
advance for units of credit. They have been around 
in a big way since NTT, Japan's domestic telecoms 
giant, launched its first telephone card in 1982. 
Now all sorts of businesses, from pinball parlours to 
bus companies, issue such cards. 

They have developed in two directions, both 
thanks to the addition of a microchip to the card to 
create the so-called smart card. One is cards that 
buy ever more services from a single vendor. NTT 
has a smart prepaid card that, when inserted into 
any cardphone will, say, let the cardholder switch 
calls made to his home number to the telephone in 
which he has inserted the card. 

Bankers may be boggle-eyed at the wizardry of 
such smart prepaid cards but need not be too 
alarmed for their own businesses. Not so with the 


. other direction in which prepaid cards are develop- 
ing: the ability to use a single card to get a range of 


goods from a variety of vendors. One such card is 
the U-Card, developed by Coca-Cola Japan. As well 
as being used in Coke machines, the longer-term in- 
tention is to extend the card's use to the vending 
machines of other soft-drinks manufacturers and 


eventually to fast-food joints. One of the partners in 


the consortium developing the U-Card is Nippon 
Card System, itself a joint venture of leading com- 
mercial banks. However, there is no technical rea- 
son for involving banks. 

Civil servants might yet change that, Officials at 
both the finance ministry and the Bank of Japan are 
concerned that such smart multi-vendor prepaid 
cards are quasi-money, which might complicate 
monetary policy, and that the companies issuing 






them are acting like banks in that they take a de- 





posit and act as a clearing system for payments. If 


other company's services. Tickets would be 
.against a super-smart card. The transactions could 


that is so, they say, prepaid cards should be the busi- 
ness of banks and regulated under the banking laws. 
At the moment prepaid cards are treated like gift 
coupons under a law passed in 1932, long before 
magnetic money was thought of. This requires asset 
backing for coupons and restricts their use to one 
industry or locality. It seems inevitable that that 
loophole will be closed as prepaid cards become 
more widely used, and as the cards get cleverer. 

The other plastic challenge to the payments sys- 
tem is also being experimented with in Japan. Visa 
International and several Japanese companies—in- 
cluding Toshiba, an electronics group, NTT, Japan 
Airlines (AL), JR Tokai, one of the privatised re- 
gional railway companies spun out of the old state- 
run Japan National Railways, and the Hankyu rail- 
ways-to-department-stores group—are doing R&D 
on super-smart cards.These are credit cards with a 
microchip embedded. When they are used with a 
special machine that looks like a telephone with a 
video screen attached, they allow card-holders to 
buy goods or make airline reservations from an arm- 
chair and then to transfer the funds to pay for what 
is being bought. The earlier, and still uncommon, 
generation of smart card merely has a chip in the 
cards that lets them triple up as (1) credit cards that 
can be read by an automated teller machine, (2) elec- 
tronic identity cards and (3) prepaid charge cards 
for vending machines and card telephones. — 

Some 200 super-smart cards have been made 
for a pilot scheme using employees of the companies 
involved and selected Visa-card holders. Even if the 
technology works as well as it promises to (booking 
a domestic airline ticket is a doddle, though there 
are few special fares in Japan to confuse the choice), 
there is still a question of the cards’. commercial via- 
bility. The prototype cards cost Y10,000 ($67) to 
make, and the machines to read them Y 300,000. Vi- 
sa's Mr Hitoshi Kondo reckons the cost of making 
the cards will have to be brought down to less than 
Y 5,000 and that of their readers to ¥1 50,000 (about 
the cost of a reader for a conventional credit card), if 
super-smart cards are to have a commercial future. 
The sort of credit card that you are likely to be carry- 
ing in your wallet—the type with a magnetic strip 
on its back—costs only ¥100 to make. v 

Mr Kondo does not worry about consumer ac- 
ceptance. He points out that gold cards have shown 
there is a market of card-holders prepared to pay a 
premium for additional service. His guess is that 10- 
20% of Visa's 21m Japanese card-holders would be 
prepared to pay for a super-smart card. The poten- 
tially sticky point is who pays for the readers. Once 
it was retailers who paid for such gizmos, just as they. 
paid banks for handling cheques and credit cards. 
Competition is changing that. Banks can now 
charge less than they once did. In Denmark shop- 
keepers now charge the banks. 


Electronic money 

A more philosophical point about super-smart 
cards is that they can act as a store of value. One of 
their functions is to be electronic money. Imagine a 
sort of high-tech barter in which business travel by 
employees of JAL and Hankyu was done using the 
| e charged 











.  . Retailers, 
 carmakers and, 
nost of all, insurers 
want a bigger slice 
bankers’ business 


then be netted out electronically by the card com- 


pany. If either Hankyu or JAL had a surplus as a re- 
sult, it could even be netted out against a third 
party. With conventional credit cards, that third 


party would be a bank. Not necessarily with super- 


smart cards, which could create closed networks of 
suppliers of goods and services—and few, if any, of 
them would need to be banks. 

Japan’s finance ministry is worried that card-is- 
suers—and other non-banks such as leasing compa- 
nies, factors and credit companies—are creating not 
only quasi-money but also settlement systems inde- 
pendent of the banking system. So the ministry is 
considering new legislation to pull non-banks into 
the banking-law net. Its banking bureau is currently 


All in it together 


T HE more financial services are automated, the 

. more electronic networks will be created, and 
the less likely it will be that banks own them. The 
more that happens, the less unusual it will seem that 
non-banks provide financial services that custom- 
arily come from banks, especially those for individ- 
uals and small businessmen. Few give a second 
thought to non-banks like Reuters and Telerate sell- 
ing finanical services. However, the old view of com- 
mercial banking is so enduring that many are still 
pulled up short by the idea of a computer company, 
or a carmaker, or a white-goods maker, or a depart- 
ment-store chain come to that, doing what had once 
seemed the business of banks. 

Yet tick off some of the non-banks that are be- 
coming ever bigger presences in financial services. 
General Electric owns Kidder Peabody, a Wall 
Street investment bank, and GEFSCO, a processor of 


payments. General Motors and Ford are building 


consumer-finance businesses from the base of pro- 
viding the wherewithal for customers to buy their 
cars. Ford also owns America’s second-largest thrift. 
Sears, Roebuck, a pioneer of the idea that anyone 


drawing up a report; and its influential Financial 
Systems Reform Council, an advisory team of aca- 
demics, industry experts and civil servants, is likely 
to consider the issue of non-banks later this year. 
That is a sign the ministry is getting serious about 
reining in non-banks. 

The non-banks, which are currently pushing for 
the right to issue commercial paper as Japanese se- 
curities houses and American leasing firms can, are 
equally determined to run free. The Ministry of In- 
ternational Trade and Industry (Mimi), which regu- 
lates the consumer-credit and leasing industries is of 
the same mind. It is always keen to expand its influ- 
ence at the expense of its arch-rival, the finance 
ministry. The tide may be turning in its favour. 

— SHEEP 


who can sell socks can sell stocks too, not only has a 
stockbroking subsidiary but also has insurance, 
charge-card and property arms. 

Outside America, Britain's old co-operative 
movement long provided rudimentary financial ser- 
vices for its members. In a more up-to-date way 
Migros, the huge Swiss co-operative supermarket 
chain, is doing so. Britain’s high-street darling, 
Marks & Spencer, can now be called an underwear- 
to-unit-trusts group. However, the Italian knitwear- 
to-insurance group, Benetton, decided in February 
to stick to its knitting. It is selling its share of an 
Italian insurance joint venture with Britain’s Pru- 
dential, because it did not feel it had the muscle to 
be in financial services on any scale. 


Seibu’s style 

Not so with the self-consciously stylish Seibu Saison 
department-store group in Japan. Its head, Mr Seiji 
Tsutsumi, is aiming to create Japan's first “con- 
sumer non-bank”. He is building up Seibu's Credit 
Saison subsidiary on the back of the stores group's 
franchise of 12m of Japan's youngest and richest 
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of our age. It survived a iori stockmarket "isconsd à in 1987 d stands 
at an estimated $1.5 trillion a year in cross-border equity flows. 


Alex Tweedie, Director of Barclays Global Securities Services, one of the 
top ten Global Custodians in the world explores the forces driving global 
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ment opportunity through lack of E. 





66 Getting the maximum return - that's my brief as fund manager. adequate or timely information. BGSS — — 
But I'm spending all my time chasing up failed trades and doing the seeks to ensure that its clients always — — | 
paperwork. Don't ask me how many great investment opportunities know exactly how much cash they have E 
I've missed this month... @@ on hand, so they can make it work to ae 
optimum effect through an unrivalled E: 
66 ‘Invest in the Far East,’ we decided. Fine. But since then our global network, ensuring that client in- 
phone bill has doubled. And you wouldn't believe how much it's formation flows are second to none. > 
costing in overtime so our staff can get in early to catch Japan before à E 
it closes... 68 BGSS, which holds approximately $75. — — 
billion in clients’ assets, ranks among the os 

* * * * * * > d 

66 The global portfolio is ticking along nicely. I just wish our cash top 10 in a worldwide Global Custody k 
balances could work harder. Trouble is, because of settlement delays, market that has gone from strength to ES 
I'm never quite certain just how much cash there is. So it's often left strength in recent years, fuelled by | 
idle over night... @@ explosive growth in cross-border equity — 
Z i , qune 
flows. In 1987, such international t. 

E à -" inv ents rose by 70 x of 
For some global investors, these are But there is much more to Global ice Oe a pes wi an i 
everyday concerns. Picking up the Custody than securities handling and PRONTI TRESOR PR g A 
; WE finc te "ith ys back somewhat as a result of the 1987 ^ 
pieces once the deal is done. Chasing basic custodial functions, - receiving oe A y" 
j ET Crash, levels have been rising again Ex 
payments, tracking the status of cross- income, lodging tax reclaims and during 1989 and 1990 BK 
border trades. In short, keeping up with — processing corporate actions. as wes AS 
the paperchase that commences every ^ 

ume stock changes hands. As custodians, Barclays Global Securities Global Custody is very much a London- - 
Services works closely with investors based product. London's strength D. 
However, serious players, such as who constantly monitor portfolio values, among international financial markets, 1 a 
pension and insurance fund managers, need high-quality intelligence on market together with its advantageous geo- OM 
brokers, institutional and corporate conditions worldwide, and require up-to- graphical position at the heart of the mc 
investors look to Global Custodians to the-minute status and cash reports to daily global trading cycle, make it a Ss 3 
smooth the settlement trail - leaving maximise fund performance. natural centre for the handling of cross- — - 
themselves free to concentrate exclu- border investments. 4 c 
sively on portfolio management. No client should ever miss an invest- CONTINUED ON PAGE2 — 
3 
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FINUED FROM PAGE 1 


ecting these advantages, British 
edians are well in front in terms of 
global spread of their activities - 

h Barclays Global Securities Services, 
per cent of whose business is cross- 
rder, acknowledged amongst the 

rket leaders. By comparison, on 

rage only 10 per cent of Amenean 
astodians business is international. 


striking growth of the Global 

cody industry around the world can 
attributed to a number of factors 

ich have combined to lubricate the 

al investment machine, making it 
Jer and safer for investors to take 
intage of the often spectacular op- 
ities for gain available in an inter- 
onal trading environment. 


most has been the development of 
ative ranges of financial instra- 

ts, including Treasury products for 

iging against interest rate and 

ncy risk; and the emergence cf 

' instruments aimed specifically at 

ational investors requiring, for 

aple, timely settlement of pro- 

ame trades. 


3 developments include the growth 
ck lending, with a consequent re- 
jn in fails, providing additional op- 
utes to enhance portfolio ineome; 
he option of Contractual Settie- 
Date Accounting, which makes it 
r to hide accurately cross-border 


her stimulus to Global Custody 

. has come from the major priva- 
ion issues of the past five years, with 
national investors seeking us 
in stocks such as Nippon Tele- 

h and Telephone, Volkswagen, 

te Generale and British Telecom. 


is can be viewed against the 

ground of a continuing trend 

ds the liberalisation of world 

cmarkets, led by New York’s adop- 
f single capacity in 1975, Lon- 

Big Bang in 1986, and ongoing 

ës to ease restrictions in other 

res such as Tokyo and Zurich. 
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BARCLAYS GLOB. 


THE SECURITIES NETWORK FOR 


In each of these cases, typical of the 
thousands recorded in the files of Barclays 
Global Securities, Barclays succeeded 
because it was willing to go the extra mile on 
the client’s behalf. To apply the resources of 
its global network directly to the client's 


portfolio requirements. To channel the 
expertise of its specialist staff across the 
world to the client’s strategic demands. To 


structions 
an. In the 

ike mission impos- 
| aze because of the 


harness the power of its technology to the 
client's information needs. 


oae os 


What does the international investor demand 
from his Global Custodian? Experience, for a 
start. Barclavs has been handling its custom- 
ers' global investments for more than 30 
years. Its long experience in the complexities 
of cross-border trades is in marked contrast 
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to non-UK custodians, who have only 
relatively recently broadened their services 
from the purely domestic market. 


Components Of 
Quality 


International Network: 
The key to Barclays’ strength hes in its own 
global network of dedicated custodian centres 
- the most comprehensive network of any 
Global Custodian in the world. Investors deal 
with a single point of contact as a gateway to 
specialists in 70 countries, including a 
dedicated BGSS network in the 16 key 
financial centres that account for 98 per cent 
of the value of traded equities globallv. These 
are in London, New York, Tokyo, Paris, 
Sydney, Singapore, Toronto, Madrid, Milan, 
Frankfurt, Jersey, Amsterdam, Geneva, 
Lisbon, Wellington and Hong Kong. Barclays 
is also represented in emerging markets 
across the world, ranging from Greece and 
Mexico to Indonesia and Thailand. 








SECURITIES SE 


Many Global Custodians are content to base 
their network on a chain of correspondent 
banks. However, the international investor 
will be aware that a chain is only as strong às 
its weakest link. By operating its own 
network, with dedicated compatible systems 
and common standards, Barclays is able to 
provide a uniformly high quality of service 
throughout the world - whilst offering at each 
centre a profound understanding of local 
market conditions, customs, and economic, 
political and regulatory frameworks. 





7" Dedicated Technology: 

T ‘he main Global Custody system in London 
is BANCAR, Barclays Network for Cash and 
Asset Recording - a state-of-the-art Global 
Securities movement and control system 
designed to track cross-currency trade across 
borders and time zones. Use of BANCAR to 
monitor trade status eases uncertainty and 
frustration, by providing clients with instan: 
reporting, portfolio valuations, and capital 
and income transaction summaries. BAN- 
CAR also provides custody statements, 
dividend advices, consolidated tax certificates 
and corporate action notifications. 


The related BANCARNET communication 
system can be accessed by international 
investors from their own desk-top computers, 
enabling them to transmit settlement 
instructions and, in the reverse direction, 
obtain trade status reports and review the 
position of their portfolios, at any time of the 
day or night. Through BANCARNET, 
clients can obtain comprehensive data on 
eight pre-formatted screens including uncen- 
firmed bargains, confirmed bargains awaiting 
settlement, bargains settled the previous day 
and a full portfolio list. BANCARNET 
software can also be customised to suit 
individual systems and procedures. 


An associated service is Electronic Cash 
Management, a computerised reporting 
system covering details such as sterling and 
foreign currency transactions, balances and 
outstanding forward forign exchange con- 
tracts. By using this system to monitor global 
cash positions, clients can maximise their use 
of funds whilst at the same time controlling 
their exposure. 


® Flexibility: 

In the broadest sense, it may well be true to 
say that all global investors strive towards the 
same aim: getting the best possible return on 



















































their funds. However, no two investor 
the same route towards this goal: Bag 
unique investment strategy to take: 


die ien? s environment rade than y 
versa. Every product, every service, € 


system operated by BGSS can be tailor 
to adapt to the client's mode of. ope 


Flexibility is a philosophy that flows 
the BGSS organisation. The evidence 
everywhere. The flexibility of its sp 
network staff, seen for example in the 
team's success in winning business Trol 
competitors. The flexibility of its techn 
such as the customisation built in to th 
design of BANCARNET. And the flex 
of its administrative systems, proven b 
development of Contractual Settlement D 
Accounting. CSDA is an option that 
the international investor to predict his 
flow with accuracy, since currency entries 
positioned on the contractual settlement di 
rather than the date on which the bargai 
actually settled in the centre. 





Commitment: 
International investors demand fron 
custodians the ability to go the full di 
and beyond. Global Custodians must 
the track record to prove they have t 
commitment and capability to. match 
clients’ ambitions. Barclays Global Sec 
has more than 30 years experience of 
delivering the right service at the right 
and at the right price. | 


Add to this the advantages of a prest 

and diverse global client base, an uni 
international network, leading-edge tec 
logical systems and $75 billion in G 
Custody assets. | 


Then set BGSS into the context of 
Triple-A rating. Its clients enjoy 
facilities associated with one of t 
leading financial institutions, 
to Barclays Global Treasury Servi 


The result is a Global Custody ser 
reputation for speed, reliability and 
to detail that releases the internatio 
investor from the burden of admin 
detail - leaving him free to unloc 
opportunities that might othe 














































Global Custodian sits astride a 
aking world, national boundaries 
ing increasingly blurred as finan- 
entres transact business across all 
zones. around the clock. 


powerful rise in cross-border 

ig volumes in recent years has 

ht parallel expansion to the Global 
ody industry, currently growing at a 
around 25 per cent per annum. 


rer, the coming decade seems set 
e fundamental structural 
to the securities marketplace. 
fect will be measured in terms of 
)pportunities and challenges 

ig investors and custodians alike. 


Pension Power: 

most all of the world's advanced 
iomies, the proportion of retired 
ons is increasing, whilst the working 
tion is in decline. This will 

an enormous strain on state 
facilities. The evidence is already 
tnes » for example, the British 





























and other forms of social security, 
rel of i investment in the form of 
site savings is: likely to rise 

The international investment 
ient. will see significant growth 
nsion fund, mutual fund and 
ce markets, with a corre- 
powerful increase in the level 
investment activity. 





ë Relations De 


uture: 





F Changing Gear: 

The deregulation of financial markets in 
recent years has acted as a magnet to 
global funds in search of profitable op- 
portunities. The easing of exchange 
controls, in particular, has attracted 
billions of dollars of investment capital 
across borders. Indeed, in 1988, Europe 
accounted for 62 per cent of all new 
global investment. 


The 1990s is likely to see added growth, 
investor interest in Western Europe 
heightened by the further easing of 
financial restraints; continued political 
stability; the enhanced prospects for 
cross-border activity held out by the 
1992 Single European Market; and - 
least quantifiable at this stage but 
potentially most dramatic of all - the 
impact of Eastern Europe’s gradual 
transition from centralised state control 
to market economies. 





Global Custody in the 
1990s: 


The new look to international investment 


in the 1990s, stimulated by the factors 


highlighted above, is being mirrored by 
changes in the Global Custody industry. 
Harmonisation and dematerialisation are 
the dominant themes as the new decade 
gets underway. 





= New Harmony: 

Everyone agrees that harmonisation of 
international settlements practice would 
offer faster settlement and fewer failed 
trades. And as financial centres around 
the world increasingly apply common 
standards and systems technology, the 
basic framework is already under con- 
struction. But complete harmonisation is 
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still a long way off. Within Europe the 
process may gain some impetus through 
the advent of the Single European 
Market. On a global scale, however, the 
challenge of reconciling different 
settlement procedures, taxation regimes 
and regulatory requirements is unlikely 
to be fully met for some time to come. 


Nevertheless, progress is being madc. 
For example, the internationally recog- 
nised SWIFT format is increasingly 
being used for the transmission of 
settlement instructions - and the 
implementation of the Group of 30 
proposals on Clearance and Settlement 
procedures in world markets is gathering 
momentum around the globe. 








© Going Paperless: 

Great strides are also being taken 
towards dematerialisation, whereby 
share certificates are no longer issued in 
physical form and all dealings are 
handled entirely electronically. De- 
materialisation 1s total in Denmark, 
Norway and France, and is being 
encouraged in the UK through the 
development of the TAURUS project. 


The international investor stands to gain 
significantly from these developments. 
Dematerialisation will bring down the 
overall cost of Global Custody to the 
client, by largely eliminating the settle- 
ments paperchase. Harmonisation will 
offer the prospect of global pricing - 
standard charges for custodial services 
irrespective of the country in which the 
charge is levied. Technological advances 
will enable the Global Custodian to 
provide the investor with higher quality 
information and market intelligence than 
ever before. 


In summary, Global Custodians such as 
Barclays Global Securities are acting 
today to meet the needs of tomorrow's 
international investor - contributing to a 
simpler, more efficient, and above all, 
more profitable, global trading environ- 
ment into the 1990s and beyond. 


s Briefing "s been. E as à service to everyone interested in finance by 
4 Lombard Street, London EC3P 3AH. Tel 01-626 1567, Ext. 4374. 
















Value of new contract Breakdown of business 


^ shoppers. More- than 6m already hold the Credit 
: Saison charge card, which is now part of both the 
- Visa and Mastercard networks. Along with the 
| Daiei supermarket group, Seibu was the first non- 
: banki in Japan to join these systems. 

|^ The card business accounted for two-fifths of 
d Credit Saison's operating revenue of Y41 billion in 
the year to January 31 1989, and loans for a further 
one-third. À Seibu store will sell you a foreign holi- 
day, the clothes to wear while you are away and 
. scuba-diving lessons for when you get there. Credit 
-7 Saison will sell you the credit to pay for it all: you 
. can takea loan for the holiday and charge the 
_ clothes and diving lessons against the card; once 


{e there, you can charge the hotel bills and draw 


spending money from an automated teller machine. 
This is more profitable business for Seibu than 
it would be for a bank, for a reason that is typical of 
the advantages non-banks often hold over banks. 
Seibu's regulator is MITI; the banks fall under the 
finance ministry. The latter insists super-prudently 
that bank-credit-card holders clear their debt at the 


end of each month. mrri lets debts on purchases of | 


goods be rolled over. So for Credit Saison this kind 
of lending yields more interest income per yen lent. 
Credit Saison’s strength is selling credit. Its 
card business has averaged 16% growth a year over 
the past three years; its loans business has increased 
by 28% a year. The company is building a portfolio 
of related businesses (see chart 10). These include 
loan guarantees, in which it is selling its credit-risk- 
assessment skills and access to its sophisticated and 
proprietary SCREEN software, leasing, and the sale of 
gold and small-denomination mortgage-backed se- 
curities. Credit Saison has also taken a 40% stake in 
a small stockbroking firm, Shinseiyo Securities, 
which specialises in selling equities to women. 
Credit Saison is also getting into the payments 
business. It has a handful of its own automated teller 
machines and access to more than 1,000 others 
owned by other non-banks. Instead of using banks 
^ to settle bills, card-holders can use these machines. 
|J. However, the smallest Japanese banknote is Y 1,000 
but bills are usually for odd amounts of yen. So, to 
avoid falling foul of the prohibition on non-banks 
taking deposits, Credit Saison's machines give 
change for bank notes. The banks can do little but 
see even more of their commission income seeping 


away, and hope that the finance ministry can lean 


on Credit Saison to stop it expanding too quickly. 


Little wonder that even Japan's mighty national. 


commercial banks a are looking anxiously over their 


: $580m for à 1 396 stake (now 
| Lehman Hutton, the Wall Street house American 






Operating revenue 






^ .Consigniment. 
Vaid Is. 


shoulders at Credit Saison. Wita the company toy- 
ing with an idea to set up shop inside some of the 
overseas hotels that Seibu now owns (the group 
bought Grand Metropolitan's Inter-Continental 
Hotels last year), more than just Japanese bankers 
ought to be taking a second look at what Mr 
Tsutsumi is up to. He has proved himself too vision- 
ary a retailer to be ignored easily as a banker. 


Courting the consumer 
Japanese commercial bankers aeed eyes all over 
their heads. Consumer finance is relatively under- 
developed in Japan compared with other rich coun- 
tries (though it is catching up fast). In the past the. 
big banks concentrated on corporate clients and left 
personal loans to credit companies called shimpan 
and to loan-sharks. As a result, the consumer-f- 
nance market is still up for grabs. Since 1986 the 
value of the banks' outstanding consumer loans, ex- 
cluding those for housing, has increased by almost 
ninefold, to reach Y13 trillion at the end of last year. 
That is small beer by the standards of Japanese 
banks’ loan books. Continuing to increase such 
lending is attractive. Spreads in consumer loans are 
high, as they are in America and Europe. Over- 
heads are also high, but for the Japanese banks 
much of the fixed cost—things like branches and 
accounting systems—is in place, and the finance 
ministry controls the pace of new branch openings 
to avoid excessive competition with other banks. 
Competition from non-banks is tough, and not 
just from visionary retailers. Old adversaries include 
the securities houses and a postal-savings system 
which is slowly awakening to the opportunities of- 
fered by its ready-made branch network of more 


than 20,000 post offices, On top of all that, there 


are the life-insurance companies. The teams of . 
door-to-door sales ladies from Nippon Life, the 
world's biggest insurance company, have long been 
more than a match for ankers in gathering the 
savings of Japan's yenwise housewives. 

Nippon Life makes little secret of its desire to 
spread its wings beyond insurance. Like many other 
Japanese financial institutions, its ambitions at 
home are checked by the country's compartment- 

alised financial system. But it is allowed by the au- 
honde in Tokyo to flap about more abroad, 
where, the civil servants trust, bumps from learning 
All har! ful. n 1986 Nippon Life 
inking by paying a pricey 

t to 8%) in Shearson 

















































































Express is now having to recapitalise Yasuda Life, 
with a $300m 18% stake in Shearson’s New York 
neighbour, Paine Webber, and Sumitomo Life, with 
a £7.5m ($14m) 15% stake in Edinburgh's ivory & 
Sime, followed suit. Nippon Life's purchase in Feb- 
ruary of a stake in Spain's Banco Bilbao Vizcaya was 
another sign of it trying to get ahead of the game. 


Expanding the language 
Japanese may yet have to follow Germans and 
French in coining a new word for the link-ups be- 
tween banks and insurance companies. They have 
become so common in Europe that the French talk 
of bancessurance and the West Germans of All- 
finanz. The Japanese may yet come to speak of 
ginsei, though at the moment they are looking 
chief y to learn new tricks from their alliances (Nip- 
pon Life-sends 20 of its staff a year to New York for 
training with Shearson). Meanwhile, the spur for 
the Eurepean companies, as for so much of the 
shake-up in financial services now taking place in 
Europe, is the planned integration of the markets of 
members of the European Community after 1992, 
The &C's directives on harmonising insurance mar- 
kets should be completed this year. 

Like America's banking, Europe's insurance in- 
dustry is large but fragmented. Only one company, 
West Germany's Allianz, makes it into the world's 
top 15 ranked by net premium income. Europe's 
2,000 or so other insurance companies will likely 
have to band together in a few big groups if the in- 
dustry is to thrive. Arguably, 1992 has only speeded 
up what-would have happened anyway. 

Asa further short cut, tie-ups with banks add to 











the marketing channels available to insurance com- 

panies. (The same is true for the banks.) Take 
Allianz. It has tied up with Dresdner Bank to sell 
insurance policies through the bank’s branches: 
and Allianz’s 20,000 salesmen will push the bank’s 
products. Allianz has set up a joint venture with 
Spain’s Banco Popular to sell life insurance through 
the bank's 1,600 branches. Britain's Commercial 
Union has a similar deal with ltaly's Credito 
Italiano but it covers non-life insurance as well. 
Early reports of these link-ups suggest that both 
partners are generating new business for each other. 

Yet these tie-ups are born out of fear as much as 
out of opportunity. Banks and insurance companies 
alike fret that the other may pinch their best busi- 
ness. In France, where the banks have been most 
successful in attracting the (often tax-favoured) 
long-term savings that have been the insurers' bread 
and butter, banks now have almost one-third of the 
FFr150 billion ($100 billion) life-assurance market, 
a sixfold increase in market share since 1983. 
France's second-largest life insurer, after the state- 
owned giant UAP, is Crédit Agricole's subsidiary, 
Predica. In West Germany Deutsche Bank launched 
its own life-insurance company last year to go after 
the roughly one-third of West German savings that 
now go into life insurance. Deutsche also has 1096 
stakes in Allianz and the Munich Re. 

There is another logic to bank-insurance tie- 
ups. Few European insurance companies have deep 
pockets (unlike their American counterparts: Pru- 
dential Insurance, which is edging ever further into 
wholesale financial and investment-banking ser- 
vices, outranks all banks save Citicorp by assets). If 
European insurers are going to do the same, they, 
too, will need to be able to match European bankers 
in staking unlimited amounts of equity in deals. 


Changing the rules 


Unlike American and Japanese commercial banks, 
Europe's universal banks are not restricted in their 
inroads into either investment banking, other fr 
nancial services or commerce. Yet the laws that 
keep American and Japanese banks out of invest- 
ment banking and non-banking businesses are be- 
ing eroded in both countries by piecemeal deregula- 
tion, inter-industry turf-battles, and the willingness 
of regulators to turn a blind eve to transgressions of 
the letter of the law. In both countries, grand-design 
reform is being discussed. By the time new law 
comes, some time over the next few years, it will do 
little more than formally anoint what the market 


has already achieved. The regulatory debate has al- 


ready switched from whether there will be a new in- 
tegrated world of financial services, with institu- 
tions free broadly to choose which they will offer, to 
what this world will look like in detail. 

The existing regulatory agencies are still rooted 
in the days when, say, insurance and banking, or 
stockbroking and leasing, were discrete businesses. 
So insurance regulators supervised the insurance in- 
dustry, banking regulators banks, and so on. As fi- 
nancial businesses increasingly overlap, so, too, 
must the responsibilities of the regulators if they are 
not to be left looking like old-fashioned generals al- 
ways preparing to refight the last war, catching up 
with the past rather than facing the future. 
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successful transaction is another. 


At CMB, we have the experience and expertise to structure transac- 
ions with: optimal capital structure and cost-effective utilization of 
the domestic financial markets; while ensuring compliance with 
local legal and regulator uirements. | 
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E -to- doli and reliable inj 
on countries in which you do business 


TUM Risk Service specialises in the The reports provide a regularly updated macro 
itoring of financial and political conditions in economic risk assessment covering 73 countries. | 
most important indebted and developing The service consists of two sections: The Econom 
countries giving you detailed short term forecasts Risk Service, gives current analysis and two year 
and risk assessment — regularly and concisely. forecasts for 66 developing and indebted countries. 
Its companion service, the East European Risk 
Service, covers seven of the CMEA countries, - 












The Country Risk Service offers you: 
* Extensive country coverage = 

* The most cost-effective, up-to-date, and cross- Each country has four reports each year. Concise 
country comparable data base available discussion of current and future political, economie 

-Straightforward inter-country statistical and financial trends is supplemented by standard 
comparisons tables of historical and forecast data. M 
Regular and concise country risk appraisals 
supported by individual risk indicators. 

* Two year projections of the major economic 

aggregates mE 

* Country credit risk ratings, taking into account 

political risk, investment risk and payments risk 

Regular seminars for subscribers - 

Copies of the data from each report are 

available on diskette 
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ever, a more normed eje fe flexible afd more innovative approach to 
banking services is needed in Turkey. | 


n sho new era demands a bank that has all the resources. 
necessary to concentrate on investment banking. 


Our I orp porate Mn france advisory service covers sector studies, joint - 














ded as crucial to major business transactions in and with Turkey. 
lear understanding of the local environment, our ability to use 
of-the-art snc iai s tec i migues and to draw —_— from a 
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| Recasting the rules and regulations 


TN “The Wealth of Nations” , which was published 
; in the same e as the American Declaration of 





b aari them to the i reasons neigh 





^ -Mr Corrigan quotes the eee 
Scot in a noted paper he 

wrote on reform of the bank- 

ing and financial system*. In 


for governments to violate the pahna e E ! 


« MO RESTRAIN private people, it | 








raise the cash to buy a new car. The economy's real 
transactions would soon gum up for lack of highly 
liquid and transferable financial assets. 

Creating those has been the role of credit inter- 
mediaries. They take in cash from individuals and 
companies and create deposits which can be re 
turned to their owners or transferred to third par- 
ties on demand and at par. They also make loans to 
those wanting to raise funds, taking over the 
responsibility for the credit assessment from the de- 
positor. Such intermediaries have long been known 
more usually as commercial banks, and the mecha- 
nism they use, less familiarly, as transactions bal- 
ances. lt iseasier to imagine a 
credit system without securi- 
ties markets than one without 






| this, Mr Corrigan sought to 
2 identify what it is that re- 
. mains special about the sys- 





tem, and thus requires special 


supervision, while allowing as 
much market competition 
among financial institutions 
as is healthy. 

-In the Corrigan thesis 
there are two underlying 
functions for the banking and 
financial system. One is to 


help the efficient allocation of. 


capital by providing a means 
of bringing savers and inves- 


tors together. The other is the. 


maintenance of the payments 
system. Both in their way in- 


volve the extension of credit. - 


Both raise subsidiary ques- 
tions. about the quality of 
lending decisions, and about 


the ability of private institu- 
|. tions to sustain the supply of 


B liquidity in the financial sys- 


may be said, from receiving in - 
payment the promissory notes of a bank- | - 
er, for any sum whether great or small, | 
when they themselves are willing to re- | 


ceive them, or to restrain a banker from 
issuing such notes, when all his neigh- 
bours are willing to accept of them, is a 


manifest violation of that natural liberty | 


which it is the proper business of law not 
to infringe, but to support. Such regula- 
tions may, no doubt, be considered as in 


some respect a violation of natural liber- | 
ty. But those exertions of the natural lib- | 


erty of a few individuals, which might en- 
danger the security of the whole society, 


are, and ought to be, restrained by the 
laws of all governments, of the most free, 


as well as of the most despotical. The obli- 


| gation of building party walls, in order to 


prevent the communication of fire, is a 
violation of natural liberty, exactly of the 
same kind with the regulations of the 


banking trade which are here proposed.” 


Of Money considered as a particular Branch of 


- the General Stock of the Society. The Wealth | 
| of Nations, Book II By Adam Smith. 1776. 





intermediaries. Often it is 
only after proving credit- 
worthiness in banking rela- 
tionships that companies get 
access to securities markets. 
The confidence trick in 
commercial banking is to as- 
sure depositors that their as- 
sets are readily. transferable 
back to them on demand, 


while keeping those assets of 


which the.owner has no im- 
mediate need at work else- 


where in the economy. If de- 


positors suspect that the 
return of their assets is at risk, 
because, say, the bank has 


made a lot of unwise loans, 


they remove them from the 
bank. Clearly, if this loss of 


trust in a bank happens on 


any scale, runs on the banks- 
by depositors and liquidity 


panics quickly follow. 
To forestall this, govern- 





tem without undue resort to the. lender of last re- 
sort, the central bank. 

There is a perfectly good did popular way to 
match those with funds with those who want to 
raise them. lt is called a securities market. Debt or 
equity securities are sold directly to investors, with 
the credit judgment being made by the investor, and 
to a lesser extent by the financial institution under- 
writing the security and by the agency that rates its 
creditworthiness. For high-quality borrowers, such 
as (some) governments and companies, and for large 
and sophisticated investors, such as financial insti- 
tutions or Belgian dentists, securities markets are of- 
ten the most efficient way of reallocating capital be- 
tween one group and the other. 

^X financial system could be devised in which 
securities markets were the only way of matching 
savers and borrowers, but it would be a nightmare 
for most people. Imagine having to issue a bond to 













*Financial Market Structure: A Longer View. By E. Gerald 
Corrigan. Federal Reserve Bank of New York. 1987. | 


ments require banks to be rigorous in their credit 
judgments and to conduct their affairs in a way that 
will not undermine the public's trust. Human na- 
ture being what it is, governments also require 
banks to keep readily to hand some of the deposits 
they take, over and above the day-to-day needs of 
depositors. In many countries, insurance for small 
savers provides a further line of reinforcement. The 
development by more lightly regulated (or even un- 
regulated) non-banks of competitive close substi- 
tutes for demand deposits, such as money-market 
mutual funds, threatens this regulatory sleight of 
hand. Any restructuring of the financial system has 
to accommodate the function of deposit intermedi- 
ary, no matter which institution is performing it. 

From the point of view of the financial system as 
a whole, the extension of credit is not a one-shot 
affair at the point where a loan is made or a security 
issued. As it inherently involves risk, the credit sys- 
tem must be able to absorb losses in an orderly way. 
It has to spot when credits are turning bad and 


isolate problem cases so they do not disrupt tt 








regulators nee 
regulate? 























































basher or | Metco. 

Historically, banks have carried their loans on 
their own books and have been the back-up source 
of liquidity to their customers. So it is they, rather 
than the holders of securities, that have played the 
role cf credit watchdog, monitoring the credit 
standing of a borrower over a loan's n and 
acting to resolve credit problems if they arise. 
Banks, too, have more scope for flexibility in deal- 
ing with problem credits than have securities hold- 
ers. Usaally, such holders' only recourse is to trigger 
default provisions. 

Clearly, there is a special umbrella function to 
be pertormed by some class of institution short of a 
centra! bank which greatly enhances the stability of 
the credit system. This, too, will have to be accom- 
modated in any new regulatory framework, though 
it seems to contradict the drift of market forces: the 
increase in securitisation, both directly and of loans, 
would suggest that the credit process is unbundling, 
anc that the commercial banks' role is shrinking as 
a broader range of financial institutions becomes 
able to: make informed credit judgments. However, 
it is also the case that more and more securities are 
issued that carry some kind of seal of approval from 
a commercial bank, such as a credit back-up. This 
indicates that the market : acknowledges that there is 
a continuous dimension to the credit system, and 
tha: the regulatory system. must provide safety 
valves tor when things go wrong after the event. 

Although there may be nothing unique in 
themseives about the issue of transaction balances 
or the extension of credit, and certainly not about 
commercial banks performing both functions, they 
do seera to be two legs of the same stool, the credit 
system. There is a third leg, the payments system. 


In full faith 

The payments system is a credit system writ large. It 
depends on the recipient of a payment, be it for a 
physical or a financial transaction, having complete 
confidence that the necessary financial asset will be 
transferred from the ownership of one to the other 
at par and in an acceptable form to the recipient; in 
other words, that payment will be made. In most 
transactions the two parties involved have little de- 
tailed notion of the creditworthiness of their oppo- 
site number. They rely on financial institutions act- 
ing as intermediary to provide the checks they 
cannot provide for themselves. It is why a bankers’ 
draft is as good as cash and the cheque system works 
(a bounce or two either way). - 

The difficulty for regulators is that as financial 
institutions are still mostly the means by which pay- 
ments are made, the payments system itself is vul- 
nerable to failures of those institutions. Even the 
failure of small institutions dealing with just retail 
payments can set nerve-ends twitching throughout 
the financial system. If problems touch the whole- 
sale institutions involved in the electronic payments 
systems; it can bring on apoplexy. 

Nor only are the transaction volumes huge in 
the wholesale electronic payment systems for dol- 
lars—more than $1 trillion-worth each day—but 
they are mostly for financial transactions, such as 





the buying and sell 
sales of foreign exchange. rd 
world's reserve currency, these transactions involve 

















not just thousands of financial institutions in Amer- 
ica but those around the world, which are no more 
than a computer-link away. The credit interdepend- 
encies are frightening. The credit exposures even 
more so, despite the fact that they are shortlived: 
access is by computer and payment is provisional 
subject to final settlement late each working day. 


If the cures is down 


These wholesale electronic payments systems in 
America are operated jointly by the commercial 
banks and by Federal Reserve system. There are sev- 
eral, but the two most important are the New York 
Clearing House Association's CHIPS and the Fed- 
wire. Some clearing systems have been set up for 
newish financial instruments, such as futures and 
options, and these are increasingly significant. On a 
typical day, CHIPS and the Fedwire will handle pay- 
ment flows of around $450 billion each, with the 
Fedwire passing through a further $250 billion- 
worth of securities transfers. 

That such a volume of transactions can be han- 
dled day-to-day is a testimony to the systems’ effi- 
cacy. Yet the transactions increasingly dwarf the 
cash balances in the system that are meant to act as 
liquidity cushions against disruptions. The cushions 
include interbank demand deposits, the reserve bal- 
ances of banks held by the Fed, and demand bal- 
ances held at banks by their customers using CHIPS 
or the Fedwire. That alarms many regulators. With- 
out the safe operation of these wholesale dollar elec- 
tronic payments systems, the whole banking system 
is at risk, and with it the world economy. It is the 
area in which the public interest is to ensure the 
strictest standards of supervision. 

Even a computer glitch at one of the handful of 
big organisations could cause chaos. Because the 
network is a patchwork of the systems of each par- 
ticipating institution, the whole is only as strong as 
its weakest link. One or other of the sub-systems 
goes down more often than is comfortable. A recent 
survey by American Banker, a banking trade jour- 
nal, found that one in ten banks had suffered seri 
ous disruption at a main computer centre over th 
previous two years. There is a crying need for more: 
and better back-up and by-pass facilities. Regulatory 
requirements that these exist at all banks are mostly 
honoured in the breach, computer experts say. As 
far as the wholesale payment systems go, competi- 
tive pressures are keeping the charges for using 
them too low to ensure the necessary investment in 
continuously up-dating them. | 

Even a serious operational problem oue cre- 
ate nothing like the disorder that would be caused 
by a big credit shock. There are several points of 
vulnerability. First, because the payments are provi- 
sional for some hours, many institutions along the 
payments chain may be at risk, even though they are 
not direct counterparties to the troubled institu- 
tion. Second, that exposure is. exacerbated by the 
size and interdependency of the payments system. 
Third, the liquidity cushion to cover this credit risk 
ivtoo thin: Fourth, the multi-industry and interna- 
tional nature of the. system: puts. many participants | 
outside the regulatory rea i d c.l 
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pril, two of Japans most successful banks merged. 
The marriage of Mitsui Bank and Taiyo Kobe Bank. —.— 
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What do broccoli ay denim have in 
common? Both agfamong Mexico's 
array of poo surprised? You're 
not alone. 4€ 

Mexigf offers many surprising 
business opportunities which the right 
barffing partner can turn into profits. 


“To maximize these opportunities, 


companies need a bank skilled in trade 
finance. And with the experience and 
contacts essential when advising Or. 
foreign investment, mergers and 
acquisitions, joint ventures, as well as 
when setting up maquiladoras. 

For all this help, your company 
needs Banca Serfin, Mexico's oldest 
bank. Our expertise in areas as diverse 
as swaps and privatization is coupled 
with our country-wide network of more 
than 625 branches throughout Mexico. 
Today we're also its unquestioned 
leader in trade finance. And the logical 
choice as your partner in Mexico. 

To learn more about what you and 
Mexico have in common, call Marcos 
Mendoza in London at 011-408-2151. 
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MEXICO. DF. NEW YORK LOS ANGELES 
LONDON TOKYO NASSAU TORONTO 
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lving these problems are 
and mend within the exist- 
» final, not provisional, set- 
of computer systems as a 
Fedwire; charges for day- 
ke. The other approach, pro- 
would be to consider whole- 
.as a national good and turn 
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“HE grand circle that regulators have to square is 
A this: how to establish a framework of regulation 
that accommodates the characteristics of the tradi- 
tional specialised banking system that mark it off 
from other businesses with the sort of diversified fi- 
-nancial services that are actually evolving. The era 
ot. rictly compartmentalised financial institutions 
: is passing, leaving the regulatory system designed to 
atch it looking increasingly out of date. 
i single omnipotent, omniscient regulator for 
financial services remains a dream. Many say it 
2 will stay that way, pointing out how long it took to 
get agreement just on rudimentary international 
- rules for the capital adequacy of banks. Yet regula- 
tors everywhere acknowledge the need to co-operate 
more closely with their opposite numbers across in- 
dustrial and. geographical boundaries. They also 
agree that greater harmonisation of regulatory stan- 
dards on everything from reporting requirements to 
risk assessment will come surely, if slowly. 
Nonetheless, few foresee anything but the most 
limited formal merging of existing regulatory agen- 
cies, even within single countries. Much of that is 
likely to be mere tidying up. A good place to start in 
America would be scrapping the separate regulation 
of thrifts. If they have been given powers to act like 
small banks, then there is little reason not to regu- 
late them as banks (and especially given the mess 
thrift regulators have made of the job). It is what 
' Japan has sensibly done by making its equivalent of 
|... thrifts, sogo banks, choose to be either credit unions 
or to become commercial banks. Britain, too, has let 
those of its building societies with ambitions to be 
' banks become banks, and to be regulated as such. 
These are moves in another right direction—to 
switch away from regulation by institution, as 
mostly happens now, to regulation by function. 
This means that regulation becomes a matter of 
supervising what is done rather than who does it. 




































Unskewing the system 
Ad hoc deregulation has brought the system to its 
present ugly pass. This has left an increasing num- 
ber of competitive anomalies. Much of the pressure 
for, and resistance to, further change comes from 
those institutions that wish to alleviate or entrench 
their market disadvantages or advantages. In both 
America and Japan the debates about reforming the 
domestic financial systems, and in particular about 
| updating Glass-Steagall and Article 65 respectively, 
-have been slowed by political horse-trading. This is 
f making worse a situation in which competition is 
keeping the prices of many financial services artifi- 


Who can spot the risks? 


lly low. and capacity artificially § great ina way that — given the low level from which 





exclusive eS for them Over to the Fed. lt 
would set up a stand-alone self-financing agency. 
Private financial institutions using the system could 


be minority shareholders in the agency, and would 


design and run the system jointly with the central 
bank. Safer still would be to treat the payments sys- 
tem as an international good and zurn the job over 
to a consortium of central banks. _ 


cannot be sustained for long. Systemic risk gets 
greater, not less, the longer the system is skewed. 

The point is long past at which, regulators might 
have been able to force market practices back into 
the old regulatory framework. The global competi- 
tive and technological forces against them are too 
powerful. Neither is the option of turning back the 
clock through re-regulation feasible, and few regula- 
tors show signs either of wanting to undertake such 
a course, or of having the stomaca for the political 
fight it would entail. Even in Japan, where regula- 
tors hold a sway over their industries that their 
counterparts in Europe and America can only envy, 
and where the financial system. is being recast to 
meet the needs of the country's emerging new econ- 
omy, this is being done with the guum of market 
forces, not against it. 





Safety and soundness 


For regulators everywhere, however, a Tm still 
needs to be struck. True, there is a need to make the 
financial-services playing fields more level. Different 
sorts of institutions wanting to undertake the same 
sort of business should compete equally. But greater 
competition has already heightened systemic risk in 
finance. Any new framework of regulation, while 
enhancing competition in general, particularly by 
allowing the largest numbers of firms free access to 
as many businesses as possible, should not do so be- 
yond a point where the stability of the whole finan- 
‘al system is put in jeopardy. 

That is the main argument against unbridled 
deregulation, in which any financial institution 
could enter any business it chose, and commercial 
firms could own and control any financial firms, in- 
cluding banks, they chose with safety nets such as 
deposit insurance being withdrawn. Those who ad- 
vocate this still accept that there would need to be 
some sort of bank supervision, in the sense that fi- 
nancial institutions would have to report their 
transactions to the authorities. One governor of the 
Federal Reserve says, only half-jokingly, that he 
would happily scrap all regulation in return for 
greater powers of supervision:*His bank inspectors 
would become like financial commandoes, swoop- 
ing into banks unannounced to go over the books, 
as he imagines Japanese regulators do (though they 
bow before lobbing stun grenades). However done, 


the aim is to pick up credit difficulties icai they pt 


develop into serious problems. z9 
American, European and Japanese : 

are all raising the quality and 

pervision. Critics say it cou 































































save savers from 


bankers’ follies? 


Should insurance 


still the correct regulatory response to the greater 


risk that greater market competition has brought to 


the financial system. It is also a function that seems 
best performed by the regulators. Recent academic 
studies, such as one* by Mr Richard Randall, a vice- 
president of the Federal Reserve Bank of Boston, 
suggest that the market is bad at spotting banking 
problems, and especially those of credit risk, before 


the supervisory agencies see them. 


Among some 40 case studies of troubled Ameri- 
can banks of the 1980s (nearly all of which were 
blighted by dodgy lending, such as Continental Illi- 
nois and Crocker National), Mr Randall looked at 


the relative performance of BankAmerica’s share 


price as the bank went through difficult times be- 
tween 1975 and 1988. As chart 11 shows, while the 


*Can the Market Evaluate Asset Quality Exposure in Banks? by 
Richard E. Randall. New England Economic Review, July/August 
1989. i 


damage of a worsening loan book wa: 
 flicted, the share price did not flash any early warn- 
ing signals. It was only when external indicators, in 
this case a sharp drop in reported net interest in- 








S ng in- 


come in 1981, became unmistakable that the share 
price fell. 

Mr Randall's findings also suggest that in many 
cases the market did only a slightly worse job than a 
troubled bank's management at spotting the depth 
of credit problems. The regulators did best of all in 
detecting potential problems, but they were still lia- 
ble to underestimate their seriousness, and not take 
action until the problems were crystal clear. Indeed, 
in BankAmerica’s case, it was Keefe, Bruyette & 
Woods, an investment bank whose ratings of com- 
mercial banks are closely followed by America’s big- 
gest depositors, that was first to take effective a action 
by lowering the bank's rating. 

Bank examiners should be better at spotting 
credit risk than the market, because they have fuller 
information. A bank's credit files on its customers 
are necessarily highly confidential, and are unlikely 
ever to be put in the public domain. Tellingly, 
where Mr Randall does find that the market works 
well is in detecting interest-rate risk. Much more in- 
formation is publicly disclosed about that. _ 

Mr Randall's study dents the case made by avid 
deregulators that the managements of banks will 
limit undue risk-taking if they are exposed to the 
untrammelled discipline of greater market forces. 
The issue over which this line is being argued most 
strongly in America is that of the federal govern- 
ment’s insurance scheme for bank deposits. The 
current scheme covers deposits of up to $100,000, 
four times its real level when first introduced in 
1933. Should that limit be reduced or eliminated in 
order to increase depositors’ sensitivity to the con- 
dition of the banks in which they place their money, 
and so keep bank managers up to the mark? 





Looking after Aunt Agatha 


"HERE is strong popular support in America for 

. federal deposit insurance. There are more bank 
depositors, especially small ones, than bank share- 
holders. Any politician can tot up the balance of 
votes, A similar concern for the well-being of Aunt 
Agathas, Annas and Akiko-sans would make it diffi- 
cuit to scrap deposit insurance in Europe and Japan, 
too, though the purist free-market case for doing so 
on grounds of moral hazard is compelling. 

There is reason to doubt, however, whether or- 
dinary depositors would provide the necessary mar- 
ket discipline that anti-insurers claim. If highly paid 
bank analysts cannot spot coming credit crunches 
in banks, can small savers be expected to do better? 
All that might happen is that runs on banks would 
set in more easily as small depositors rushed to with- 
draw their savings once problems did become ap- 
parent, or, potentially more unsettlingly, when false 
rumours circulated. One of the original intentions 
of deposit insurance was to forestall such panics, 
which were frequent in America before deposit in- 


_ surance was introduced in 1933. Bank failures 
eS Srepeg from 2 277 a year in 1930-33 to fewer than 





20 a year for the next half-century. 

. Those who argue that bad banks must be made 
to fail might reasonably claim that a bank run is 
really a flight to quality. But they also need to ask if 
there is any bank that is too big to fail: How much 
disruption to the economic system is a society pre- 
pared to accept as the result of a big bank failing 
because of its own folly? Looking at the third-world- 


` debt and thrift sagas, the answer, in America at 


least, seems to be not much. The bail-out of the 
thrift industry looks likely to cost taxpayers up- 
wards of $300 billion over 30 years. 

There is a worry that the thrifts mess will spread 
to the banks, which were also keen to bet deposits 
underwritten by the federal government on an 
overlent and overpriced property market that is 
showing alarming signs of weakness. Because the 
value of America’s land, at $20 trillion, is about five 
times that of all the companies listed on America’s 
stockmarkets, a property crash threatens the econ- 
omy far more menacingly than does a stockmarket 
tumble, and especially if it spread to Japan Eus 

Yet if a mess of similar propo 
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Let BKME guide you to untapped business 
opportunities in Kuwait. 


Being the oldest Bank in Kuwait, The Bank of 
Kuwait and the Middle East has gained the 
experience and know-how in providing a full range 
of domestic and international banking facilities. 


We participate in regional and syndicated 
guarantees. We are in the international foreign 
exchange markets, and provide advice on currency 
hedging as well as on the interest rate and currency 
swaps and options. 


A substantial portion of our business is oil-oriented. 
We help finance oil explorations conducted by the 
Kuwait Oil Company. 


THE BANK OF KUWAIT & THE MIDDLE EAST 


We know that to be successful in winning tenders, 
vou must be competitive: We're aware that this 
phenomenon includes your banking and financial 
arrangements as well. We think you'll find our rates 
competitive.and our service responsive. 








For any inquiries relating to doing business in 
Kuwait, please contact our London Representative 
Office located at: . 


BKME Representative Office: 

Suite 66, 4th Floor, Warnford Court 
Throgmorton St, London EC 2N 2AT 
United Kingdom. |... 0 0— 
Tel: (01) 588-9550, Fax: (01) 588-9570 
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Where top executives retreat. 


LE 


To Advance. 


In the midst of battle, sometimes a retreat ts the 
smartest course of action. That's why execu- 
tives from all over the world come to a quiet 
mountaintop in upstate New York, where the 
Columbia Business School offers a full range 
of one- to four-week, company-sponsored 
Executive Programs. It's an opportunity to 
study with Columbia's outstanding faculty, 
guest experts, and top-notch participants from 
a wide range of industries. 

For a full-color brochure, please return the 
coupon or call (212) 854-3395, ext. 89. 
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A system for lifelong career development 


1990 

SENIOR-LEVEL GENERAL 
MANAGEMENT PROGRAMS 
Executive Program in Business 
Administration (EPBA): Managing 
The Enterprise 

June 3-29, July 29-August 24 
Executive Program in International 
Management 

September 30-October 26 


BUSINESS STRATEGY PROGRAMS 
Business Strategy 

July 15-27 

International Strategy 

"91 dates to be announced 

Leading and Managing Peoble 
September 16-21 

Managing Strategic Innovation and Change 
April 1-6, June 4-8 (Lake Como, Italy) 
Management of Financial Services: 
Strategy and Implementation 

'91 date to be announced 


FUNCTIONAL PROGRAMS 

Marketing Management 

April 22-27, May 21-25 (Lake Como, Italy), 

July 8-13, September 23-28, 

November 4-9 (Santa Barbara, CA), December 2-7 


Sales Management 

May 13-18, June 11-15 

(Lake Como, Italy), November 25-30 

Market Analysis for Competitive Advantage 
October 28-November 2 

Operations and Production Management 
April 29-May 4 

Accounting and Financial Management for 
the Non-Financial Executive 

November 11-16 

Financial Management 

September 16-21 

Human Resource Management 

"91 date to be announced 

Organizational Renewal: Strategies for 
1992 and Beyond 

November 5-9 (Lake Como, Italy) 


OTHER PROGRAMS 


Master's Degree Program for Executives 
An Executive MBA Program for experienced 
managers 

Summer MBA 

A three-summer MBA program for less 
experienced high-potential managers 

Special Programs 

State-of-the-art Management programs tailored 
to specific corporate needs 


Columbia Executive Programs,324 Uris Hall, Columbia University, 


Dept.A89, New York, NY 10027 


Please send a 1990 catalogue. 
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With 1295 branches throughout 
Turkey, full-service offices in New 


particular banking problems, you'll 
find our young and sophisticated 


York, London and Frankfurt and repre- 
sentative offices in the rest of the 
world's financial centers, Ziraat Bank 
is by far Turkey's largest bank. 


But as a customer looking for creative, 
entrepreneurial solution to your 





management offers you tailor-made 
products and personal attention. 


So whatever the size of the deal, talk 
first to Turkey's leading banking 
experts. 


TC. ZIRAAT BANKASI 
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is going to emerge in banking, more signs of it 
should have been seen by now. True, most banks 
are more diversified in their lending than thrifts, 
which by their nature specialise in property loans. 
True, also, there have been shocks, such as the Bank 
of New England's problems with bad loans. But 
there seems no difference of substance in the impact 
of moral hazard on the two industries. If there is a 
difference, it has been in supervision. Bank supervi- 
sors may have been tentative in restricting the 
growth in lending of high-risk banks and tardy in 
resolving the problems at banks approaching bank- 
ruptcy, but they have been paradigms compared 
with their thrift counterparts. Quite simply, thrift 
regulators have done their job badly. As a result, the 
thrifts’ deposit-insurance agency has gone bust, 
with liabilities of $100 billion in excess of assets. 

Japan's deposit-insurance scheme has yet to cost 
its taxpayers a single yen in pay-outs. That, too, re- 
flects strict supervision of financial institutions so as 
to pick up problems before they become terminal. 
Not letting banks go bust is an article of faith among 
Japan's regulators—a faith that may be severely 
tested if this year's slump in Tokyo shareprices 
spreads to the property market to which the banks 
have leant heavily. 

Problem banks have always existed, but have 
been found white knights. In 1986 Heiwa Sogo, a 
fraud-tainted mutual bank in Tokyo, was put under 
the wing of Sumitomo Bank, one of the big national 
commercial banks. The trade-off for Sumitomo, an 
Osaka-based bank, was that it got a slew of branches 
in the capital More recently, another scandal- 
tainted Tokyo mutual bank that had got mixed up 
in shenanigans in the property market, Dai-Ichi 
Sogo (now renamed Taiheiyo Bank), was taken over 
by the Ministry of Finance directly before being 
passed on to the then Taiyo Kobe Bank, which itself 
has since merged with Mitsui Bank. 

Bail-out mergers happen in America, of course, 
though the authorities play a less decisive role in 
brokering them. Some economists argue not only 
that they should, but that a production line should 
be set up in a way that would protect the assets of 
the deposit-insurance fund. One way to do this 
would be routinely to mark all the assets of all banks 
to their market values with a corresponding adjust- 
ment to their capital. If a bank’s capital started to 
evaporate, the authorities would be empowered to 
take action. If it threatened to disappear altogether, 
they would sell the institution before that hap- 
pened. As long as a bank’s net worth was positive, 
the insurance fund would be protected. The practi- 
cal snag with this admirable idea is that the bulk of a 
bank’s assets lies in its loan portfolio, and credit risk 
is not easy to mark to a market value. 


Putting a premium on risk 


A second proposal is to base the premiums that 
banks pay for deposit insurance on the riskiness of 
their loan portfolios, much as capital-adequacy ra- 
tios are now risk-based. As with automatic marking 
of assets to market value, the difficulty remains in 
assessing the quality of potentially dodgy loans be- 
fore they turn bad. If premiums were assessed on 
external indicators such as non-performing assets, it 
would be rather like shutting the stable door once 
the horse had bolted. If bank examiners became suf- 
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ficiently adept at spotting potential problems early 
enough to be able to devise subjective classifications 
for risky banks, they would do better to tackle the 
problems direct, putting pressure on a bank to cut 
back its high-risk exposure, rather than seeking to 
get its deposit-insurance premiums raised. 

The question of risk-based premiums is likely to 
linger, however. If, as seems likely, deposit insur- 
ance remains part of the financial landscape around 
the world, then many bankers and regulators fore- 
see that premiums will become part of the equation 
of international competitiveness, and thus of trade 
friction in the 1990s, just as capital-adequacy ratios 
did in the 1980s. But even risk-based capital mea- 
sures make only the most rudimentary risk distinc- 
tions among different categories of loans. 

Greater securitisation of bank loans would be 
one way to sidestep the problem of the risk-analysis 
of loan credit. By their nature, securities can have 
their market value assessed easily by the simple ex- 
pedient of offering them in a market. Mr Lowell 
Bryan, of McKinsey, has been a noted advocate of 
the replacement of bank loans by securitised credit. 
[n a provocative book, “Breaking up the Bank”*, he 
developed an idea outlined earlier by Mr Robert 
Litan of the Brookings Institution that the lending 
and deposit-taking functions of banking should be 
prised apart so that insured liabilities could be insu- 
lated from risk assets. Within a single financial insti- 
tution, that would involve not only securitising 
even its riskiest types of loans but also building 
firewalls between the deposit-taking subsidiaries 
and the risk-taking ones. 

Large-scale securitisation of risky loans remains 
untested, though if there were no market for such 
securities that would in itself be a sobering disci- 
pline on bankers. However, even Mr Bryan now ac- 
knowledges the practical problems involved in lim- 
iting the internal transfer of risk within a financial 
firm. In testimony to the Senate banking committee 
on the thrifts saga, Mr Bryan recanted on his grand 
scheme for isolating deposit-takers in a riskless 
world and plumped instead for a variant of risk- 
based insurance. 


Under this, savers could choose between in- 


*Breaking up the Bank: Rethinking an Industry under Siege. By 


Lowell L. Bryan. Dow Jones-Irwin. 1988. 











There is less to 
choose between a 
^. bank holding 
company and a 
> universal bank 
han meets the eye 


mer. The Pedal Deposit Tashan es 
(FDIC) would specify what classes of assets could be 
held. by. insured deposit-taking institutions and 
would set down strict lending standards that those 
institutions would have to meet. It would also set 
interest-rate-risk and accounting: standards. The 
FD:C would charge whatever premium was necessary 


. to avoid making a loss, and would be empowered to 


close or merge failing institutions. 

The rFDIC's writ would not run to uninsured 
funds. These would be subject to market discipline, 
the hope being that investors would choose to place 
their deposits only with non-insured institutions 
that were ibd well capitalised and skilled to 
avoid making a loss (or prepared to offer private in- 
surance, as some money-market mutual funds do). 
This way the credit system as a whole should be 
strengthened. The cost of funds for higher-risk as- 
sets would rise, but so should their prices, since 
what Mr Bryan calls "dumb" risk-taking capacity 
would be stripped out by the strict lending stan- 
dards to be set by the FDIC for insured funds. A fur- 
ther advantage would be that it would start to break 
the psychological expectation of depositors that all 
deposits should be insured: there would be a clear 


non-insured deposits, even if they \ were offered by 
the same deposit-taker. 

For such a scheme to be workable acd require 
financial-holding companies that could own both 
insured and non-insured deposit-takers. Then fr 
nancial institutions would be able to make loans 
that do not qualify to be backed by federally insured 
deposits. There would still need to be firewalls be- 
tween the two sorts of deposit-taker, but these 
would be easier to erect than those required to sepa- 
rate all deposit-taking from the asset-making side of 
a financial institution. Equally, it would be foolish 
to deny that there is a residual risk. The question for 
policymakers is how much risk is worth taking? 

From financial-holding companies for deposit- 
taking and loan-making it is but a short intellectual 
skip to the marriage of financial- and bank-holding 
companies. One entity would be free to own a 
money-entre bank, which could operate in the 
global foreign-exchange, money and interbank mar- 
kets. The money-centre bank's subsidiary would 
need to have a line of liquidity to the Fed in order to 
remain competitive internationally, so its capital 
would be regulated. But in Mr Bryan's scheme, the 
holding company and its unregulated subsidiaries 
would be allowed to fail. | 





Curing the edifice complex 


| e pies finance and banking is increasingly 
acceptable to many regulators, although in 
America it means abandoning the old shibboleths 
of the separation of commercial and investment 
banking and remaining vigilant against concentra- 
tions of financial power. Yet common ownership of 
banks, insurance companies, securities houses and 
other financial firms is the direction in which the 
market is moving. Regulators are asking themselves 
how deeply they need bow to the inevitable while 
still preserving the idea that there is something spe- 
cial about bits of banking that require special rules. 

Everybody accepts the case for removing regula- 


tory and competitive anomalies that have sprung up 


as a result of different classes of financial institu- 
tions being able to offer similar financial products 
and services. Regulators also accept that they now 
have an opportunity to switch to more functional 
regulation. That should reduce systemic risk, be- 
cause there would be less constraint on imposing 
appropriate capital requirements on a financial ac- 
tivity rather than on the institutions performing it. 
This in turn could provide a rigorous set of thresh- 
olds that financial firms would have to cross in or- 
der to engage in new but riskier businesses. 
Tolerance for a broad church of financial ser- 
vices does not extend to taking commerce under its 


roof. American regulators still doubt that the barri- 


ers between banking and financial services on the 
one hand and commerce on the other should be 
eroded further. Many regulators feel that the move- 
ment towards the development of non-bank banks 
and consumer banks is gaining such momentum 
that it must be checked. Otherwise, they fear, it will 
be difficult to devise a framework for finanical-ser- 





of non-financial companies ox 


vices regulation that is neither so cumbersome as to 
be unworkable nor so strict as to be stultifying. 

Irrespective of questions of concentration of 
power and conflicts of interest, regulators have an- 
other worry. If there is to be a safety net under fi- 
nancial institutions, in the cases in which they are 
owned by commercial firms, the net may have to be 
extended under the parent company. If, say, an 
American motor company looks like going bust, 
would the Fed have to bail it out to protect deposi- 
tors in the thrift that the company owns? And what 
if Toyota, which has stakes in at least seven Japanese 
banks, one day came to own an American bank? 

Those who believe that a separation of com- ` 
merce and banking services is either unnecessary or- 
unworkable say the Fed has no business propping 
up a duff bank, no matter who owns it. They were 
appalled when MeraBank, a savings and loan insti- 
tution owned by the holding company of Arizona’s 
nuclear-power utility, got in trouble. The holding 
company tried to walk away from its subsidiary but 
the regulators insisted on more capital being put in 
to the thrift to prop it up. 

Yet even if it is deemed necessary to dl 
banking subsidiaries from other businesses, critics 
contend, that is no argument for restricting owner- 
ship, because firewalls can be put up between a com- 
mercial parent and a subsidiary. A regulator will re- 
tort that, as a practical matter, that is even more 
difficult to achieve than isolating the separate parts 
of financial firms with firewalls, and that if it could 
be achieved it would probably negate any benefits 
to the commercial firm of owning a bank. Even in 
universal-banking Europe, i itis pointed dena the ides 
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posed to the other way round, is looked upon 
askance. The universe of universal banks is re- 
garded as the financial one. 

However, if societies decide that there is some- 
thing special about the financial system in its de- 
posit-taking and payments mechanisms, then those 
who wish to participate in operating those mecha- 
nisms must submit to the duties and obligations of 
the rules, or accept exclusion. Anything else is 
rather like being half-pregnant. 

Commercial firms or any holding companies 
which chose not to be regulated as deposit-takers or 
maintainers of payment systems should be excluded 
from both areas. If performing those two roles is the 
definition of a bank, then non-banks must be 
barred from owning or controlling banks or con- 
ducting "banking". Any other financial service 
would be as open to them as any commercial busi- 
ness they chose to enter, subject only, as now, to the 
specific prudential supervision of that service. Not 
being banks on the narrow definition applied here, 
non-bank financial-holding companies would also 
be denied direct access to payment systems and li- 
quidity assistance from the central bank. 

Purely financial-holding companies, too, would 
have to choose whether or not to be regulated as 
bank-holding companies. Even if they chose not to 
own deposit-takers, they would still be able to get 
access to payment systems and limited access to the 
Fed's discount window. This would be in return for 
some form of consolidated prudential supervision, 
including capital-reserve requirements. They would 
be free to offer non-insured accounts such as 
money-market mutual funds with (limited) cheque- 
writing features, but these would have to be subject 
to reserve requirements. Financial-holding compa- 
nies would be free to switch to being bank-holding 
companies if they decided to acquire deposit-takers. 
If they were taken over by commercial firms they 
would lose their access to the payments system. 

As well as owning banks, bank-holding compa- 
nies would be free to engage in a broad range of 
financial services such as insurance or securities, 
subject to the functional prudential supervision of 
those businesses. The extent to which they would 
be allowed to participate in non-financial businesses 
would depend on local tradition. Restrictions would 
be greatest in America, least in Japan and Europe. 


Japan’s unfamiliar familiar 
Japan is already moving cautiously to change its 
highly compartmentalised financial system into a 
system of bank- and financial-holding companies. 
For the moment it is doing it only at the wholesale 
level; and, in its one-step-back-to-take-two-forward 
way, it is probably going to do so by creating a new 
class of banking: investment banking. The name 
may sound familiar, but the regulatory class is not. 
A licence to do investment banking will give the 
holder access to a core group of businesses including 
corporate- and government-bond underwriting and 
dealing, investment-trust-fund management, issuing 
of bank debentures and foreign-exchange dealing. 
Any big financial institution will be able to apply for 
such a licence, but banks, securities houses, life in- 
surers and others will have to hold it through a sub- 
sidiary that is separate from their mainstream busi- 
ness such as taking deposits, retail stockbroking, 
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writing life-insurance or even selling postage 
stamps. The vested interests remain strong enough 
to protect these areas for a while vet. 

As these weaken, watch the holding-company 
structure spread. All the big industrial groups have 
affiliates in the various banking and financial busi- 
nesses that are now segregated, so the shadow struc- 
tures are already there. A straw in the wind last year 
was the finance ministry's easing of restrictions on 
the activities of property-, computer- and personnel- 
service subsidiaries of the national commercial 
banks which will make it easier for them to service a 
wider range of affiliates apart from the parent. 


Much of a muchness 


Within these functional structures for bank- and fi- 
nancial-holding companies there would be little 
substantial regulatory difference between a financial 
system based on holding companies and one based 
on universal banking. The debate about whether 
America and Japan should adopt Europe's universal 
banking or vice versa would then become largely ir- 
relevant, except on costs. Because of this, American 
bankers such as ].P. Morgan's Mr Weatherstone 
think that bank-holding companies will prove a 
halfway house to universal banking. 

[n practice an international hybrid is develop- 
ing, driven more by a desire to get the management 
balance right in such bank-based financial-services 
conglomerates than by the niceties of regulatory 
theory. Witness Deutsche Bank's hands-off acqui- 
sition of Morgan Grenfell last year, in an attempt to 
bolt on the deal-making skills of merchant bankers 
to its deeply ingrained commerc:al-banking culture. 
And look at how Britain's Barclays Bank built its 
investment-banking arm, Barclays de Zoete Wedd, 
on a holding-company model, to take advantage of 
London's deregulatory Big Bang in 1986. 

These examples point to another management 
problem that will be critical to the success of those 
involved in financial services in the coming years: 
how to organise, motivate, reward and retain the 
small groups of people on whom the success of a 
firm will increasingly depend, as adding value 
through ideas and the clever deployment of in- 
formation technology become the competitive edge 
in more and more lines of business. Unbureaucrat- 
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| days firms like investment banks were 
small partnerships. Something equally flexible, 
clubby and entrepreneurial will need to be re-in- 
vented, but in a way that allows intrapreneurial 
nesting inside bigger groups that provide access to 
capital, information and other technological net- 
-. worksand global markets. This might mean invent- 
ing a new type of firm that has the breadth and fi- 
nanciai clout of a universal bank, but comprises a 
federation of small, sparky outfits. Some people be- 
lieve that the economics of information technology 
will turn the information and communications net- 
works of financial-services conglomerates into the 








$ JESTIONS about the levelness of the interna- 
h tional playing field in financial services and 

foreign ownership of financial firms are influ- 
encing the debate about the regulation of domestic 


Financial services 
are an inter- 
national business 


and need to be financial markets as never before. That is as true of 
egulated as such Japan and Europe as it is of America, but it is in 


America that the debate sounds most chauvinistic. 
` Americans have two big beefs. One is that 
American firms no longer dominate world finance, 
and that the weakening of the credit standing of the 
country’s big banks and the regulatory shackles on 
them a:e impairing their ability to fight back. The 
second is that American institutions do not enjoy as 
extensive access to foreign markets as foreign finan- 
cial firms do to the American market. To many 
Americans, foreign in this context means Japanese. 
There is little argument about the relative de- 
cline itv size of American financial institutions. In 
1965 there were no Japanese banks in the world top 
ten ranked by dollar value of deposits. Today there 
are no non-Japanese banks in that list. Change the 
basis of the ranking to the assets of bank-holding 
companies and the top ten is still all Japanese; 
whereas.a quarter of a century ago American banks 
held thetop four spots, with two more in the top ten 
along with two British banks and two Canadian. 
Yet size is no longer the only measure of bank- 


. measures of profitability. Only one of Japan's lead- 
ing banks, Norinchukin, the farm co-operatives' 
bank, would make America's top ten measured by 
return cn equity. American banks have held their 
own witli their Japanese rivals. So, too, have Ameri- 
_ca’s nor-bank firms. One-third of the top ten un- 
derwriters in international bond markets are Amer- 
ican firms (Merrill Lynch, Bankers Trust and J.P. 
Morgan). Aetna Life and American International, 
both insurance companies, and American Express 
all rate in the top ten of non-bank financial firms by 
market capitalisation.. — 
—— The relative and absolute decline in the credit- 
worthiness of American firms is harder to disprove. 





eig n banks. By the end of 
oreign banks were so 


bu: only one American bank. Though the de- 


ing clour. American banks compare far better on- 
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prudential supervision. 


firms’ core rather than ending up as subcontracted - 
commodity services. If that view is right, then these 
will be the suns around which semi-autonomous 
creative planets, big and small, will orbit, with some 
planets having moons of their own. 

However financial institutions develop, the 
more the financial systems of the world's main f- 
nancial centres look the same, the noisier will be- i 
come the demand to harmonise structural, supervi- > 
sory, accounting and tax policies. Those are not 
matters on which international standards can be es- 
tablished quickly or easily. Yet international credit 
and liquidity interdependencies are now so great 
that regulation is no longer just a national affair. 





terioration has not been nearly so pronounced, it 
has been a similar story with America's investment 
banks. The lower a financial institution's credit rat- 
ing, the more expensive it is for it to raise capital. 

There are sound economic reasons for the rela- 
tive rise of the foreign banks. Both Japanese and 
American banks have expanded abroad energeti- 
cally. American banks have been driven by domes- 
tic restrictions, such as barriers to interstate bank- 
ing, while the Japanese banks' expansion has been 
supported by Japan's capital outflows and the coun- 
try's industrial diaspora. The depreciation of the - 
American currency since early 1985 has further - 
boosted the dollar-denominated size of foreign 
banks. More American banks than others had over- 
extended themselves in third-world and energy 
lending in the 1970s, and so the damage was more 
severe when American monetary policy was tight- 
ened in the 1980s to crunch out inflation. 


Of fairness, foreigners and frontiers 


If there are issues of public interest about banking, 
do they also raise questions of national interest 
which would justify extra limits on foreigners? Most 
countries answer yes on three grounds: that bank- 
ing is inherently a strategic industry; that the pres- 
ence of foreign institutions may impede the central 
bank's conduct of monetary policy; and that foreign 
firms may be less susceptible to formal or informal 
The latter two grounds can be refuted by ensur- 
ing closer international co-operation between cen- 
tral bankers and regulators in different countries, 
though in practice this has led to a piecemeal ap- 
proach. Most such co-operation is conducted bilat- 
erally. The first reason, strategic industry, is difficult 
to counter with anything but the broadest philo- 
sophical argument. Bolstering it is the benefit of ex- 
tra competition that the arrival of foreign banks 
should bring. In America, companies could borrow 
more cheaply after the influx of foreign banks in the 
1970s undermined the domestic banks' practice of 
setting a prime rate for commercial loans. . 
Foreigners do not dominate American banking. 
They control about a quarter of America's banking 
assets, with the Japanese accounting for half of that 
share. About half the Japanese banks’ business is 
off-shore lending to Japanese firms for use elsewhere 
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in the world. In some specific markets their share is 
considerably larger, such as in letters of credit. The 
superior credit ratings of Japanese banks and the 
banks’ willingness to cut profitfargins wafer thin 
has won them about half of all that business. They 
have also been active in the retail market in Califor- 
nia, accounting for a quarter of the banking assets 
in the state and owning four of California's top ten 
banks. In general, the Japanese have not proved an 
exception to the general rule that it is difficult for 
foreign banks to break into any domestic banking 
market unless they bring a wanted specialisation 
that banks already there do not provide. 

The same is true in investment banking. Japa- 
nese firms have taken minority stakes in Wall Street 
firms such as Goldman Sachs and Paine Webber; in 
boutiques such as Wasserstein, Perella (an M&A spe- 
cialist); and in primary government-bond dealers, 
notably Aubrey G. Lanston and Greenwich Capital 
Markets. The big four securities houses have also 
invested heavily in their own New York operations, 
though without yet making deep inroads into the 
domestic business of their American rivals. 

Undoubtedly, American banks do not have the 
market share in Japan that Japanese banks have in 
America, though America’s investment banks, no- 
tably Salomon Brothers, do, relatively speaking, 
considerably better. That is partly because barri- 
ers—some structural, some competitive—still exist 
that make entry to the Japanese markets difficult. 
But it is also because the structure of the American 
financial system, and in particular the ban on inter- 
state banking, has posed difficulties for negotiating 
access for American banks to foreign markets. 

Given the substantial differences in institu- 
tional and legal frameworks in different countries, it 
is difficult to level the financial playing field. There 
are three prominent elements to be considered, 
however. One is the issue of “national treatment” 





Level of protection 
(maximum per depositor) 
America $100,000 
Britain 75% of deposit up to £20,000 ($32,000) 
France FFr400,000 ($70,000) = 
Japan ¥10m ($66,000) 
- Switzerland  SFr30,000 ($20,000) 
W Germany 30% of bank's equity 
capital 


versus reciprocity; a second is capital-adequacy stan- 
dards; the third is deposit insurance. 
e National treatment is the idea that all financial 
firms are offered equal opportunity in any market 
and are subject to the same restrictions, irrespective 
of their origin. So foreign firms can do anything in 
America that American firms can, and vice versa. 
Reciprocity is, as its name implies, trading off access 
for a foreign firm in an American market for access 
for an American firm in the foreign firm's domestic 
market, though usually not mirror-image access. 
Given the regulatory powers of the states in Amer- 
ica, seeking reciprocal national treatment would 
probably make it unreasonably complicated for 
American firms to gain access to foreign markets. 

Strict application of ideas of national treatment 
towards Japan would have disadvantaged American 
commercial banks, which, unlike Japanese commer- 
cial banks, have been allowed Japanese securities 
affiliates. Foreign brokers joining the new Tokyo Fi- 
nancial Futures Exchange have significantly lower 
qualifying criteria than their Japanese counterparts. 

Applying national treatment would be highly 
advantageous to American firms wanting to operate 
in Europe following the integration of the European 
Community's internal market. After 1992 any fi- 
nancial institution permitted to do banking and se- 
curities underwriting business in one EC member 
country will be free to conduct it in all member 
states, subject only to meeting national prudential 
regulations such as for liquidity ratios. 

Financial firms should remember that access to 
a market is no guarantee of success. Poli ers 
have no rightful role rigging international markets 
to compensate for American financial firms’ relative 
lack of capital and weaker credit-standing. Equally, 
American firms should not have their skills in tech- 
nical and product innovation handicapped. 
establishing equivalent capital standards for all 
international banks, under the Bank for Interna- 
tional Settlements’ rules, was one of the great steps 
forward in international regulation during the 
1980s. The rules are full of loopholes in defining 
what constitutes capital, and how off-balance-sheet 
items such as interest-rate swaps are accounted for 
in its risk-weighting. Even so, both a framework has 
been established and a precedent set. A big reason 
that America and Europe wanted the rules was that 
it was hoped they would curtail the expansion of 
Japanese banks’ asset growth by raising Japanese 
capital standards. In reality the effect is more likely 
to have been to spur Japanese banks into making 
themselves more competitive. That should be a re- 
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nkers should be 
free to live or die 
y the discipline of 


the market 
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A HAT, then, is a bank going to be? To hear 
Y V Mr Thomas Theobald, chairman of Conti- 
nental Bank, tell it as it may be”; banks will be what- 


ever the producers and consumers of financial ser- 


vices want them to be. Mr Theobald has scant faith 
in anything but the market bringing about the com- 
ing "colossal restructuring" of banking. He either 
dismisses regulators and legislators as “central plan- 
ners" or damns them with faint 
praise as "a sincerely motivated, 
highly intelligent, nationally in- 
terested bunch of people in 
Washington". Either way, he 
reckons, "they are not going to be 
able to design the proper re- 
sponse to these changes". 

Best they leave well alone? 
Ideally, yes. For one thing, market 
forces are driving things faster | 
than the regulators can keep up 
with. Competition and techno- 
logical innovation have brought a 
furious pace of change to bank- 
ing. Barely more than a decade 
ago, what a commercial bank did 
was what it had done for decades: 
it kept deposits safely, lent money _ 
to individuals and firms and set- 
tled their bills. Today that is a 
corner of most banks' business, 
and other financial firms are do- 
ing much the same just as well. The new economics 
of banking means that the overlaps will inevitably 
become more frequent, not less. - 

The regulatory framework has not flexed easily 
to fit the new conditions. Its safety net—deposit in- 
surance to protect savers and the Fed’s discount 





window to protect transactions—has been pulled 
. out of shape. Far from providing the proper incen- 
 tives to control risk, it has encouraged undue risk- 
taking. Skewed competitive pressures that have not 
been able to be corrected by eliminating excess ca- 
city have created long-term underpricing of finan- . 





ervices in a way that has put at risk the credit- 
worthiness of the whole system. 


Regulators and bankers are coming to agree 


that the management of risk will have to be done 








*Banking System Risk: Charting a New Course, Proceedings from 
the 25th Annual Conference on Bank Structure and Compe- 


tition. Federal Reserve Bank of Chicago. 1989, 





in harmonising other 





Be bold, says Theobald 






American bank 'Ihlums are asse 
posits; so the big international - 


on their domestic de 


- banks, which now pay relatively low premiums 


across their total deposit base, would face a further 
squeeze on their margins, if, as would likely be the 
case under an intetnational agreement, all deposits 
were to be assessed for premiums. French and 
Dutch banks would be even worse off. They are not 
required to pay premiums to their deposit-insurance 
agency but reimburse it after it had made pay-outs. 
Of such details is trade friction made. | 





Different but not so special 


more by the market and less by regulation. There _ 
will always need to be strict supervision of financial 
institutions: the authorities should be watchdogs of 
the soundness of the financial system. As the Bos- 
ton Fed's Mr Randall has shown, the market's abil- 
ity to assess risk will remain flawed for as long as it 
has imperfect information, as it necessarily will have 
because of banking's commercial confidentiality. 
am. But there are three broad steps 
that can be taken to help the mar- 
ket work more as it should do. 
The first is to remove com- 
petitive inequities by opening all 
financial services to any firm that 
chooses to enter them and is pre- 
pared to submit to prudential su- 
pervision of any particular line of 
business. Those firms that require 
access to lines of liquidity from 
the central bank or to wholesale 
payment systems would be super- 
vised on a consolidated basis by 
the central. bank as guardian 
against financial-system failure. 
- Second, risk needs to be ber- 
ter priced into, credit and invest- 
ment decisions. Risk-based. capi- 





function rather than insti 
are the fairest and. most : le 
general line of defence against ex- 
cessive risk-taking. Assuming’ political consider- 
ations make scrapping deposit insurance imposs- 
ible, a secondary defence would be to make its” 
premiums risk-based, and to restrict such insurance 
to deposits, a proportion of whose investments is 





i ets of peremptory 
isation. — : 
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A company's culture exerts a powerful influence on performance and 
profits. In the future, understanding and managing your organisation's 
culture will be a crucial business skill. 
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e Culture for Competitive Edge: A User's Guide, by Charles 
Hampden-Tumer of London Business School, is a step-by-step guide to 
analysing the culture of your own organisation. It provides essential 
information and expert advice on helping it work for, rather than against, your 
business objectives: 

* what is corporate culture? How can you define it? 
* how does it help to enhance (or hinder) quality, motivation and 











innovation? 
e what are the characteristics of different national cultures? Price including postage: Ù Uk " Europe wo ? North America USS18B. T Rest of Word £102 
! enclose my cheque for BUSS: ` payable to The Economist Publications Ltd 


+ who holds the levers of cultural control and how are they operated? 


Special features include seven in-depth international case studies of culture 
change programmes, action checklists, a consultancy guide profiling the 


* how are cultures developed, changed and managed? |a LJ Please send me a proforma i invoice 
2 ) American Express C Visa 






major original approaches to corporate culture change and a resource index Signature Exp. Date 
listing culture change consultants. In a concluding chapter, Peter Gorb, Please send this fom wih your remittance oS LIS MEGA GEN TASTES 
Professor of Design Management at London Business School, further The Economist Publications Limited 

explains the difference between corporate culture and corporate identity. a UK: Ot 409 2278 Res oí Word: A41 409 2278 Economist 
To order your copy of this essential new report, just complete the order form Fax UK 01 499 Reb Binzer a ee oe E i PUBLICATI i 
and return it to the address given. Registered Office: 25 St James's Street, London SW1A 1HG. Registered in ‘London No. i 
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of ec 
entail. But the effectiveness of being lender of last 
resort needs to come from being there but not being 
used. Mr Lawrence White, a professor of economics 
at New York University and.a former member of 


-the Federal Home Loan Bank Board, once said of. 


__ the safety net of the regulatory system that "having 


-started as a lifevest, it has become a luxury yacht". 
Making the owners and managers of financial insti- 
tutions put their own capital behind the risk they — 
— take is the best way to ensure that they get no opu- 


lent rides that they have not earned. = 


Freedom to fail 
If they are to face the discipline. 
including the freedom to fail, bank 
have the freedom to succeed. In th 

just like other businessmen; fr 













tition whenever and wherever it may arise. 


Though it is to America that this framework is - 


most apt, it is applicable in broad principle to Japan, 
Europe and any other countries in need of a new 
financial system. Universal-banking Europe does 
not have as rigid institutional constraints on what 
financial firms can do as America does. Yet Euro- 
pean firms will tend to end up looking much like 
their American and Japanese rivals, and thus re- 
quire a similar regulatory approach, because the 
same market forces changing the industry in Amer- 
ica and Japan are at work in Europe, too. Whether it 
is because of financial deregulation or the creation 
of Europe's internal market, all banks will have to 


come to grips with greater competition and the re- 


moval of the cushion of net interest income. These 
will jolt them in to break up the 
business. They will have to unbundle. 

What gets put back together again afterwards 
will probably require a new range of management, 





marketing and technolos 


them to be cleverer than before. It will certainly in- : 


volve creating hybrids of existing financial firms. 


Bits of banking, insurance and securities and other 
businesses will get grafted on to each other to serve - 


particular groups of customers, be they individuals 


or firms. A company that wants, say, to raise funds — 
is likely in future to be offered the choice of a loan, | 


or a private placement of its paper or stockmarket 
equity by one supplier. It will no longer have to go 
to different institutions, as it does now in places like 
America and Japan. - 

The most successful financial firms will not only 
be looking at this in terms of products but also with 
an eye to meeting what Mr David Hall of Boston 
Consulting Group calls the customer's needs bun- 
die". That means deciding what group of customers 
an institution would be best serving, say, big compa- 
nies or retired individuals, and then providing them 
with the full range of financial sei 
likely to want. It is another sort of focus. 

The focusing and rebundling of financial insti- 
tutions, particularly those that choose to be in the 
high-value-added and ideas-rich end of the business, 
could also create a new and still unknown sort of 











: st resort, the state must stand behind 
the payments system and seek to avoid the collapse ^ f 
onomic activity which a serious failure would 








~ notion of what a banker is will become hard to pin. 
down. There will still be bankers, just as there are - 


reak up their shared-cost struc- _ 
tures into stand-alone profit-generating lines of — 


gical skills, and for all of | 


ancial services they are ` 
















osely affiliated partnerships. of clever financiers 
and low-cost suppliers of electronic-clerking services - 
around it. Financial firms might well undergo the 
sort of transformation that has turned the Reuters _ 
news agency into an information-services conglom- 


_ erate. Or they might develop into the sort of centre- 
less web of cross-shareholdings that tie together the 
various financial parts of the big Japanese groups in 

“a symbiosis of co-operation and competition. — 


So bankers will have to decide how to reorgan- 
ise themselves, what range of financial products to. 
set out on their stalls and whether to be generalists - 
or specialists, to sell to individuals or firms, at retail 
or wholesale level, as a cut-price or full-service sup- 
plier, or any mix of those. As this happens, even th 






still grocers on the high street. Yet few firms that sell 


groceries call themselves grocers these days; their _ T 
customers, too, think of doing their shopping at a. 


supermarket, or at a convenience store, or ín the 
food hall of a department store, or even by post. 
There is not much difference between financial 
firms and food suppliers. They buy and sell credit 
rather than cabbages, but they shift it from pro- 
ducer to consumer in much the same way, some- 
times selling it as it is, other times canning it or pick- 
ling it or turning it into coleslaw; they sell ir 
wholesale to other cabbage firms, or retail in the 
poshest emporiums and from the humblest market 
stalls. Once financiers are free to turn their technol- 
ogy and creativity on to financial services, they will 
do much the same. Nothing very special in that, but 
what a difference it will make. | 
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world. We are committed to maintaini 
by provic ing the highest standar 
and customer service 


The Financial Services Division of Chemical Bank 
specialises in the provision of high quality funds transfer, 
securities processing and cash management services to 
both financial institutions and corporations worldwide. - 
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Milan is the financial, industrial and commercial heart of Italy. And Cariplo is the heart of Milan. For any banking 
transaction with Italy, contact Cariplo who can meet all your financial needs promptly. Cariplo, with its head-office in 
Milan, is at your complete disposal with 450 branches in Italy and foreign branches in London, New York, Grand 
Hong Kong; a subsidiary bank: Compagnie Internationale de Banque (C.1.B.), Paris; an affiliate: Banca 
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Jover, Barcelona, as well as witb representative offices in Beijing, Brussels, Frankfurt, Madrid, Moscow, Paris and Seoul, 
and more than 1,800 correspondent banks. : 
6, Lombard Street - London, EC3V9AA - Tel.: 1-2833166 - Tix: 887641 CARIPL G 




















CASSA DI RISPARMIO DELLE PROVINCIE LOMBARDE 
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BLACK & DECKE 
CALTEX 
- MCDERMOTT 
MITSUBISHI MOTORS 
REEBOK MIDDLE EAST 
SHELL 


SONY 
TOPPAN MOORE 
TOYO WAREHOUSE 

.. UNION CARBIDE 
YORK AIRCONDITIONERS 











s No personal income taxes. ; 
= No import duties/export taxes. 
" Unlimited cheap energy. 


! They also know that with superb facilities 
Male i East. | E including an extensive infrastructure, state-of- 
st look at these benefits-unique to Jebel Ali. the-art communications, accommodation, 

# 100% foreign owners nip. " — . hotels, hospitals, securi y and every modern 
= Unlimited transfer of profit and capital. — amenity, Jebel Ali is a unique opportunity for 
æ No corporate taxes for a minimum of 15 years. World markets. 
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| Tax torments 


The biggest anti-poll-tax dem- 
onstration so far turned into 
the worst riot in central Lon- 
don this century. Over 100 
people were injured as police 
clashed with protesters and 
property and cars were looted 
and burnt. Police blamed ex- 
tremists and anarchists for 
whipping up the crowd; dem- 
onstrators blamed the police. 


Environment secretary Chris 
Patten announced that 20 
high-spending Labour local 

i authorities would be poll-tax 
* capped. Some councils will 

~ have to cut their budget by as 
much as £40m. Mr Patten said 
he expected “a parade of 
bleeding stumps”. Labour said 
it was a set-up. 


The uniform business rate 
was put in place, aimed at re- 
organising local taxation of 
businesses more fairly. À new, 
nationwide rate replaced the 
old system, controlled by 
councils. 


Tory party strategists unveiled 
a local elections campaign 


based on the merits of the poll 


tax. Judgment day: May 3rd. 


| Changes in the air 


Norman Tebbit, a former 


"T. Conservative party chairman, . 


said he would "throw his hat 
into the ring" for the Tory 
leadership, should Mrs 
Thatcher stand down before 
the next election. No need, re- 
plied the prime minister. She 
told supporters in Chelten- 
ham that her job “had 650 ap- 


plicants but no vacancy”. 


The chancellor, John Major, 
managed to hit it off with 
other EC finance ministers in 
discussions over economic 
and monetary union. He 
pledged that British member- 
ship of the exchange rate 
mechanism would be a collec- 
tive cabinet decision, not sub- 
ject to veto by Mrs Thatcher. 

























XL 


“VICTORIA N VALUES 







The een: defence 
white paper conceded that 
the red menace is not what it 
was. Armed-services cutbacks 
will come, promised the re- 


port, but not until the Euro- 


pean state of play is sorted 
out. Defence Secretary Tom 
King said British forces would 
be "smaller and better". 





. London Buses, the company 


that runs the capital’s double- 


 deckers, banned all employees 


from drinking during working 


hours. Driving a desk after a 


lunchtime tipple, said its man- 
aging director, was potentially 
as bad for business as driving 
a bus. The Scotch Whisky 
Association said there was no 
comparison at all. 


The government published its 
controversial British national- 
ity bill for Hongkong. It will 
guarantee British citizenship 
for up to 50,000 top people 
and their families, in the hope 


] 


| 





of encouraging them to re- 
main in the colony until 1997. 
Labour renewed its attack on 
the bill as élitist and Tory anti- 
immigration rebels girded up 
for battle. 


Cecil Parkinson, the transport 
secretary, struck an n 
positive note by announcing - 
the go-ahead for six more ma- 
jor building projects to be fi- 
nanced by the privare sector. 
They will include a section of 
motorway and three bridges. 


Horrors 

At least two men died and 
many were badly injured when 
1,500 inmates rioted at- 
Strangeways prison in Man- 
chester. Prisoners barricaded 
themselves in and threatened 
to kill other inmates. Sex of- 
fenders were viciously at- 
tacked. The home secretary 
said a public inquiry under 
Lord Justice Woolf will lead to 
a published report. 


The Appeal Court quashed 
the conviction of a man jailed 
for life 16 months ego for the 
murder of a stall-holder at the 
Notting Hill carnival. It ruled 
that the main prosecution 
witness at Alban Turner’s 


————  — 


| -boroughs. Farewell parties 






trial was a self-confessed liar— _ 


dismissing his tales of police 
coercion as more of the same. 





donors to acquire kidneys 


Tighter grip 


' troduction of the Local M Mai 


agement of Scho 


The General Medical Cou 
cil struck off its register à. 
tor found guilty of using p 









private patient transplant: 








Headteachers assumed for 
responsibility for their ow 
school budgets, with the 



















ing aad s pre 
schools to 13 inner London 







cost £70, 000... 






A report into history-teach- 
ing criticised the govern- 
ment's insistence that children 
learn more facts. Understand- 
ing the past, it said, is more. 
important than names, dates 
and places. Critics accused 
Mrs Thatcher of trying to 
politicise the subject. 
































The first ten employer-led _ 
| Training and Enterprise _ 
Councils took their bow, to 
the sound of backstage squal : 
bling over money. : 



























Cambridge yet again came sec- 
ond in the Boat Race, this. 


time by seven seconds. 


















Bad taste. An artist who 
paints with food launched 
London's trendiest annu 
festival. She dribbled sl 
milk on to the canvas to rep: 
sent breast feeding. Black 
cle stood in for postnatal 
depression. 


Pre- tax profits | 


dg a Funds under management 
um at year- -end 
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£24bn 
(US$39bn) 


LORD STEVENS OF LUDGA TE the Chairman, reports: Profits before tax 
and earnings per share for the year have shown an increase of over 30 per 
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£l7bn 


URS 





cent compared with. 1988, partially assisted by a recovery in world markets. | 


|. The combined record results of the UK and Jersey investment 

management operations have been particularly encouraging, reflecting 
significant new business. growth as well as market growth in both retail and 
whoiesale funds under management in the UK and increased sales of our 
range of offshore funds. us 


A: the end of December 1988 we acquired the outstanding 55 per cent of 
INVESCO Capital Management which is fully reflected in the earnings of the 
group in 1989. The result of our North American subsidiaries particularly i in 
respect of mutual funds have been somewhat disappointing in spite of the 
stronger dollar and the growth of the US equity markets. INVESCO itself has 
however not lost any clients asa result of the. transaction and ned had good 
new business growth. = .- 


Since the year end a number of significant events jussa taken place. Firstly, 
on 31 January 1990 the company changed its name from Britannia Arrow 
Holdings PLC to INVESCO MIM PLC so as to more closely identify the parent 
company. with its major operating subsidiaries. Secondly, the company has 
entered into à joint venture agreement with IMI, the leading Italian financial 





<. Services and mutual fund group, to exploit the opportunities created by the 


formation of a single European market. Initially, the joint venture will be 
provided with some US$3 billion of assets to manage. = — 


Finally, it was announced on 19 March 1990 that the Company had entered 


into a conditional. agreement for the sale of the business and assets of. 
Naticnal Employers Life Ássurance Holdings Limited ("NEL") to UNUM 


Corporation of the United States for an aggregate consideration of £43 
million. It i is anticipated that the sale will significantly enhance our earnings. 


. This wil enable the Group to concentrate its resources on its core activity of 
global fun 






despatched i ina circular to shareholders as soon as possible. 


The Annual General Meeting v will be held on Friday 18 May, 1990. 


For a Copy of the accounts please write to: . 
ia The Secretary — 
INVESCOMIM PLC, 11 Devonshire Square, London ECAM 4m. 


id management. Further details of the transaction will be 
























































The government's decision to ca 
politicians angry, local voters con 


T beauty of the poll tax should be its 
prem Spendthrift councils will 
have their extravagance bared to voters by 
the high charges they have to levy—and will 
uly be voted out of office. That was the 
W onservative dream, and promise. Thread- 

"bare it looked this week when Mr Chris Pat- 
ten announced that 20 Labour councils, 
deemed to be unduly profligate, are to be 
forced to trim their spending and lower 
their poll tax by ministerial decree. 

The government's repeated meddling 
with what was supposed to be a simple tax 
has by now produced almost as many anom- 
alies in months as the old rating system had 
accumulated in generations. Voters would 
be rash to draw a conclusion today from any 
poll-tax figures at all. What are the local elec- 
tors in Halifax, for example, to make of their 
Labour-controlled council (Calderdale) and 
its £296 charge? They might learn of Tory 
councils in the home counties charging up 
to £466 a head and reckon their own local 
worthies a prudent bunch. The government 
thinks otherwise: Calderdale has been 
charge-capped. 

Given time, say ministers, these anoma- 
ies will be ironed out. The electorate is dis- 
Whclined to wait. An unpopular tax which 

struck many people as unjust from the start 
now looks like a shambles as well. The local 
elections, less than a month away, are likely 
to become a de facto referendum on the is- 
sue. The Conservatives, though fighting 
from a low base in the seats at stake, are at 
best sober about their prospects. 

In public, local Labour politicians are 
seething with indignation at the cunningly 
devised formula that has enabled every Tory 
. council to duck the capping process. Pri- 

vately, though, many think capping may 















| Spot the overspender 


Making the cap fit 


cap cap the poll ta tax of 20 councils has left local 


d ministers looking silly 


have helped their cause. It has given some 
Labour councillors a useful excuse to prune 
both their services and their chances of f 
being kicked out by other parties prom- _ 
ising lower taxes. The poll tax was meant — 
to give the big spenders enough rope to 


hang themselves; capping has forced gg : 


them to hand a few lengths back. 
Many backbench Tory MPs appreci- 
ate this awkward truth; they think 
Mrs Thatcher has compounded the folly ' 


of the tax by personally insisting on nm, "Ba 
^ 


ping. 


Moving targets 

How has such a simple idea—a flat-rate loca: 
charge paid by every adult—turned into 
such a confusing fiasco? [n part, out of a fail- 
ure to follow through its brutal logic. The 
transitional "safety net" provisions, de- 
signed to redistribute money from councils 
that will gain from the new system across to 
those that will lose, has ensured high poll 
taxes in places like Surrey. That started the 
fatal blurring of any useful distinction be- 
tween the guilty men—as defined by the 
government—and the innocent. 

Still greater confusion has stemmed 
from the government's failure to stick to a 
single definition of target spending. White- 
hall gives each council its own "standard 
spending assessment" (ssa): the level of 
spending that the Department of the Envi- 
ronment's computers deem necessary for 


that council to provide the same standard 


service as every other. Grants are then fixed 
so that (safety nets aside) every council wi 
have an identical poll tax— supposedly, this 
year, £278. That is the theory. In reality, 
ssas bear no relation to the actual levels of 
council spending. So, to provide a less arbi- 





based on actual past spending. ° 


‘though they came relatively 


Eis 


trary target, de government. also issue 
each council with guidelines for po 


two targets—and, worse still, both wer 
rubbish, since the guidelines: assu. 
spending would jump on average by a m 
ich 496 over last year when inflation is 
Many council relied on hö 
lines when they set their pol 
their arithmetic on what happer 
But when it came tö cappi 

ment ignored this approach a 
to the ssAs. This explains why th 
councils in our table were cappe 








ing their guideline targets. ` 
Under Mr Patten's ad hoc 
council proposing to spe 
121296 above its ssa was a candids 
ping. But there were two. 
ful to Tory councils. v 









ped. That was written into the poll-tax 
n 1988. It allows district councils out- 
biggish cities or conurbations to spend 
ey please. Most of the 320 districts af- 
ted are Tory-controlled. 

The second exemption said that a coun- 
ven more than 121296 over its 88A could 
‘be capped if the overspend was less than 
' a head. This was little use to big-city 
ncils, with their high spending needs. 
> lower-spending shire councis could 
efit—though those who in fact did bene- 
were medium-sized cities like Blackburn 
_ Leicester, controlled by Labour. Con- 
d? Exactly. 

In the next few months capped councils 
ave to find ways of revising their bud- 
or getting the capping overturned. In 
t years several councils have success- 
challenged rulings from the Depart- 
of the Environment by securing a judi- 
review and then flummoxing the 
nent with a legal technicality. Some 
ry the same approach against poll-tax 
— but time they would face 















































ud could decide dbarihe 


a polítical battle that they 
no part in. Secondly, councils 
would face more than legal costs: any coun- 


á s membership 


HE odds are shortening fast on:sterling 
becoming a full member of the Euro- 
i Monetary System within 12 months. 
government's main conditions for en- 
as defined at the Madrid summit last 
should by then be met; aad Mrs 
Yer's reluctance to tie the pound to 
mark could quickly fade as she realises 
arly entry into the EMS offers her per- 
the only chance of achieving that 
c double—low inflation and low inter- 
tes, in time for.a late 1991 election. 























ncil with a budget below £ Dues . 


cils well-publicised legal wrangling would 
inevitably encourage many poll tax-payers 
to withhold payment. The council would 
meanwhile have to borrow expensively to 
pay its bills—and then chase the late payers, 
adding further costs. 

And while the lawyers fought, council- 
lors would be faced with a delicate mis- 
sion—explaining to the local voters why it 
was in their interests to pay large legal costs, 
to get their council uncapped and thus free 
to impose the higher poll tax it had first 
thought of. 

Even this legal quagmire, though, can 
offer the government little comfort. Coun- 


cillors may be deterred from taking their 


poll-tax caps to court; but the changes to 
budgets caused by the capping may have a 
different sting. Education takes up about 
half of councils’ spending; and from this 
week, the management of school budgets is 
to be put in the hands of head teachers. 
Their trade union reckons it would be un- 
lawful for councils retroactively to trim 
these devolved budgets. But councils may 
have little choice: the next biggest candidate 
for cuts—social services—typically includes 


. too many obligations that councils cannot 


duck. Watch out this summer for a three- 
cornered showdown between councils, the 
government and the teachers. 


Nhat's inflation in German? 


Mr John Major, the chancellor, has said 
that Britain's inflation rate is the only real 
remaining obstacle to membership. This is 
likely to rise above 996 this month, well 
above West Germany's inflation rate of 
2.8%, France's 3.4% or even Italy’s 6.1%. 
But once the effects of the poll tax and the 
increases in the mortgage rate and excise du- 
ties drop out of the year-on-year increase in 
the price index—in April next year—Brit- 
ain’s rate can be expected to fall below 5%, 
matching the average rate of EMS members. 
By then the D-mark should also have settled 
down after any volatility following monetary 
union with East Germany. So the logic 
points to early 1991 as a hot date for EMS 
entry. 

It could yet solve the government's di- 
lemma of how to keep inflation below 5% 
while pulling the mortgage rate down to 
1096, as before each of the previous two elec- 
tions, in time for the next one. As the chart 
overleaf shows, this could be crucial to the 
government's re-election: support for the 
Tory party tends to move closely in line with 
mortgage rates. Outside the EMs, it will be 
hard to cut interest rates significantly while 





rates are rising elsewhere in the world. It 


would run the risk of a sterling crisis and the 


.. embarrassment of having to increase inter- 
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Prisons in crisis 


We! made the riot. that 
erupted at Strangeways prison 


in Manchester on April 1st so fero- 
cious? Only its participants—around 3 
1,500-strong within an hour of the ' 


outbreak—can know for sure. But 
there is no shortage of theories. 

Prison reformers cite the stress 
factor in overcrowded jails. More 
prisoners means more doubling-up in 
single cells; staff shortages keep some 
inmates locked up 23 hours a day. So 
disorder is on the rise; as they say on 
the San Andreas fault, the big one 
was just waiting to happen. 

Prison officers have a different 
version. They have been knocked 
into new working practices which 
streamline staff deployment. Fine 
when things are normal, argues their 
union; but when prisoners start riot- 
ing, you don't want streamlining, you 
want overkill. Like the reformers, 
they are saying "I told you so”. 

But the hardest question in the ri- 
ot's aftermath will concern the appar- 

















ent victims of the rioters’ wrath: the i 


prison's convicted sex offenders. Was ' 


such animosity a cause of the riot, or 
were sex offenders merely convenient 
scapegoats? The morality that drives 
armed robbers to persecute child mo- 
lesters has always been puzzling. Now 
new ways may have to be found of 
controlling its consequences. 
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rates again in the run-up to polling day. 
Entry into the EMS early next year might 
« eran escape route. Once the markets be- 
Tieved that the pound would not be allowed 
to depreciate, money would pour ín to take 
advantage of high interest rates, which 
would allow the government to cut interest 
rates without incurring a run on sterling. 

According to economists at Salomon 
Brothers, an investment bank, if sterling en- 
ters the EMS early next year at around its cur- 
rent rate, mortgage rates could fall to 8.596 
by the fourth quarter of 1991. With infla- 
tion at 596 this might offer a winning com- 
bination for an October election. Joining 
the EMS would also pull the rug from under 
the Labour party, which is using its support 
of membership to impress the City with its 
anti-inflationary credentials. 

Greenwell Montagu, another invest- 
ment bank, warns that going in before the 
election could trap the government into 
higher interest rates. What if, in the run-up 
to the election, the prospect of a Labour vic- 

y triggered a run on the pound? The gov- 
.,-Ament would have the unenviable choice 
between increasing interest rates, accepting 
a devaluation or leaving the EMs—much as 
in 1972 when sterling joined the snake, the 
predecessor of the EMs, only to be forced out 
within just six weeks. 

But the biggest risk in trying to use EMS 
entry to gain vote-winning interest-rate cuts 
is that they could rekindle a consumer 
boom. Whoever won the election would be 
forced to slam on the brakes. If the whole 
purpose of EMS membership is to reduce the 
inflation rate, Britain should join now, with 
its central rate in the EMS fixed above its cur- 
rent rate to minimise downward pressure on 
interest rates. The argument that Britain 
should wait until its inflation rate has fallen 
is absurd: the fall in the inflation rate next 
year will be due entirely to special factors, 
while the underlying rate, excluding mort- 
gage interest payments, will actually: be 
alight! y Pune than it is now. | 
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Defence white paper 


Before the storm 


Current spendin np plani take no account of the 0 
en the cuts come, suppliers will face toug question n 


defence needs. 


RITAIN. published its annual defence 

white paper on April 3rd. It was gloss- 
ier and slicker than ever before (one of its 
many photos was taken by the defence secre- 
tary himself) and it contained some novel- 
ties. But as usual neither the written bits nor 
the numbers contained in a separate volume 
tell us what we really want to know. 

To wit, what will become of British 


forces as a result of the crumbling of the 


Warsaw pact and the cuts being negotiated 
at the Vienna talks on Conventional Forces 


in Europe (cre)? The nearest thing to an an- 


swer here is that the men from the ministry 
are still studying the matter. 
There are two pieces of logic in this ap- 


proach. The Warsaw pact still poses a sub- 


stantial threat (although it would have great 
difficulty in cooking up a surprise attack); 
and NATO governments have agreed not to 
cut their forces unilaterally—risking a stam- 


Ulster's jobless 


NEMPLOYMENT in Northern Ire- 

land, two and a half times the UK 
rate at 1496, is singularly unresponsive to 
government policies: years of wooing in- 
ward investment, subsidising private in- 
dustry on a massive scale, and maintain- 
ing a high level of public expenditure 
have had only a minimal effect. Thus 
concludes a new report by a team of inde- 
pendent researchers at the Northern Ire- 
land Economic Research Centre*; they 
advise the government to aim instead at 
helping boost competitiveness in the 
province—which will mean better man- 
agement and a more skilled workforce, 
just like everywhere else. 

Inside Northern Ireland itself, imme- 
diate attention focussed on another sug- 
gestion in the same report —that the un- 
employed should be encouraged by 
transport and housing allowances to find 
work elsewhere. But this is proposed as 
the second part of a twin-track approach, 
setting increased labour mobility along- 
side a sharper manufacturing perform- 
ance. 

NIERC surveys regularly annoy the 
government and the various Northern 
Ireland job-promotion bodies, whose 


*"The Northern Ireland Economy—Review and 
Forecasts to 1995", Northern Ireland Economic Re- 
seatch Centre, April 1990 





arms-control agreement can be signed 


that began on April Ist is project 
around 296 compared with 1989.9 


| lornly- that the budget will "recover so 


performance they have sharply criticised 
-it will be hard to quarrel with their latest 


government policy, and looked at sor 


- down to the predicted UK rate of 5 89 


by only 1,000 a year over the next 


ony k just under 12% ee 1995. 






e change in Euro 





pede i in the during direction—befo 





haps later this year. 
That said, the refusal to discuss t 
sibilities for cuts still gives the white 
an unearthly look. On the one hand 
fence secretary, Mr Tom King, spe 
“hurricane-force winds of change” in 
troduction; on the other, smooth Whi 
paragraphs roll from cover to cover 

nothing had happened. bent 
. Defence spending for the finan | 






































































£21.6 billion, an after-inflation de 


mated outlay of £20.6 billion. This 
value cut continues a trend that b 


1985 (see chart). The white paper hopes 


what" in the next two years, but the figur 
say otherwise: Even if Mr King’s hurticat 





findings. One gloomy fact at the centr 
of their work is beyond dispute: the over- 
supply of labour, in an area with the 
highest birth rate in Europe. ue 

A computer model of the province’ : 
economy built over the last three year 
allowed the authors to compare its. per: 
formance with that of the rest-of the Uk 
through the "Lawson boom". Then the 


examined the prospects given unaltere 


alternatives. In each of the past six ye 
about 3,000 jobs have been created 


the province. To bring unemployn 


1995 would require 180,000 new jo 
taking into account also the need x p 
vide for school-leavers. z 
But the slowdown in the UK econo: 
would disproportionately damage Uls 
producers. Employment is likely to r 


years. Even greatly increased inward in 
vestment—an unlikely prospect —woul 
be likely to bring new people into the la 
bour market and might cut the jobles 
rate to 1196 at best, the NiERC found. En 
couraging migration was the starker a 
ternative that it ran through its com 
puter—and even this left the jobless ra 








) not blow i in some - big budget cuts, the 
anned cash increases for these years will 
hount to real-value reductions unless infla- 
on comes down below about 596. 

Force levels continue to fall, some by de- 
n and others by misfortune. (n otal uni- 
rmed personnel were 306,000 in January, 
down from 326,200 in 1985.) The propor- 
in of generals and admirals, high by inter- 
itional standards, is apparently te be main- 
ined. But trained non-commissioned 
cers are leaving all the services much 
ster than they are being replacec, despite a 
-increase of some 9.4% during the past 
ncial year and a system of cash bonuses 
NCOs who remain in the service. 
































? monstrous regiment gets bigger 

o surprise, then, that the list of jebs barred 
servicewomen is getting rapidiy shorter. 
' traditional restrictions on their role 
ed terribly important to both the min- 
and the services in the 1970s. Now all 
services heed more women to fill some of 
holes the men are leaving.The navy is 
nsidering allowing women to serve in air- 
ws; the RAF is taking in more female pilot 
ainees; and the army will make more use of 
omen in Northern Ireland, 

.. Despite the business-as-usual approach 
the white paper, Mr King knows that he 
nnot delay much longer saying something 





Space-age schools 


YEADMASTERS in mest of the 
A K&25,000 primary and secondary 
"acheols! in England and Wales are now get- 
ting to grips in earnest with the intricacies 
of managing their own budgets: the gov- 
ernment's Local Management of Schools 
(LMS) initiative went live this week. As the 
-cannier heads make room on their shelves 
fora few business books, they should have 
heir eye on a title or two about 
advertising. — 

Contrary to popular belief, companies 
have advertised in schools for-years. They 
have just never paid for it. Any teaching 
iid worth pinning to the wall has always 
had its donor's name stamped all over it. 
But now the state's secondary schools are 
“starting to think of their Im 11-16-vear- 
olds as a valuable commercial:resource. 
Kent recently became the first educa- 
ion authority to appoint a marketing 
anager for schools, Mr Chris Metherell. 
Last year he persuaded 125 ofthe county's 
147 secondary sc hools to Supplement 














| did on d sulle 

The authority, which has.run an LMS 
pilot scheme for the past two years, | 
laid down firm guidelines. Adverts in the 





about the nib size and impact of finie 
cuts. The ministry is engaged in several stud- 
ies, one amounting to a full-scale review of 
strategy and commitments based on the 
premise that a CFE treaty will be signed this 
autumn. Mr King says he may make some 
sort of interím statement later this year. 

It could have come now. The treaty will 
require NATO to cut several basic types of 
equipment by 10-1596. Although the NATO 
allies have not yet allocated the cuts among 
themselves, the general outlines are well 
known. Britain might well lose, for example, 
something like 150 aircraft and 100 tanks, 
and will have to disband the units they come 
from. This will entail some hefty manage- 
ment problems. Many procurement pro- 
grammes that have been in the pipeline a 
long time will now need to be slimmed to 
suit smaller forces. In some cases, reduced 
needs may make current manufacturing 
schedules grossly uneconomic. 

The ministry has already looked at the 
first big item coming down the track, the re- 
placement for its clapped-out Chieftain 
tanks. At one time it planned to buy just un- 
der 500 of the selected replacement. Once 
the CFE treaty is signed, this will certainly be 
cut, probably to around 400. But the compe- 
tition will still go ahead among the Vickers 
Challenger-2, the German Leopard-2 and 
the American Abrams A2; the ministry has 


MADD Pri Pede  NARONIOVA NS ANEW AAD p AN mre traria mta ant Ft OR AEA AA A AAA HO AA SRR AREA PRIN ALTA rrr mem tA ream arare v ttt et or ON EON NAT Pee Nera or rir reir irm irs d rm nq a gta ei aua AL VASE IPM AUN AAA SA PRA rs ree Sn PNIS aae d NA rh Wh P ra Pra ra a errata aa a PA arcere alaA Ty vy Vel gd ya aras VA age a rt er o Mere AP UA ATA APA RAP 
m al * ; Q5; + | | 


limited at first to one per secondary 
school. Most important, each school can 
veto adverts it considers inappropriate. 
Definitions of inappropriate vary 
widely. While all agree that cigarettes and 
alcohol are out, heads have given other 
products including junk food and clothes 
a mixed response. And some have insisted 
on the right to veto companies on politi- 
cal grounds, discarding those with inter- 
ests in South Africa or a lack of green cre- 
dentials. One school housed a Coca-Cola 








will let them keep what they earn. 



























































promised a decision by the end of the year. 
Vickers says its Challenger-2 will remain via- 
ble down to an order of as few as 320. 
However, other programmes may fare 
less well. A big question mark hangs o _ 
the European Fighter Aircraft, being b 
in collaboration with Italy, Spain and West 
Germany, all of which will have their air 
forces cut by the CFE treaty. Britain is still 
backing EFA to the hilt, but West Germany 
has always been lukewarm about it. The CFE 
treaty may push it over the brink. If the Ger- 
mans did back out, the EFA would become 
wildly expensive for those left backing it. 





drinks machine, but still objected to the 
company s posters. 

Even where advertisers pass muster 
with the schools, they have to reckon with 
the teachers’ unions. A poster of a coif- 
fured young model will encourage pupils 
to be well groomed in interviews, claims a 
hairspray producer. The unions have 
called this irresponsible, for ignoring one 
of the first rules of the science lab: sticky 
hairdos and bunsen burners do not mix. 

The difficulty of coping with ranks of 
self-appointed censors thwarted earlier 
pioneers. Strathclyde council, for exam- 
ple, set out five years ago to sell advertis- 
ing space in its school exercise books. The 
blacklist on that occasion stretched from 
banks, for their lapses into capitalist in- 
doctrination, to the Milk Marketing 
Board, for its promotion of cholesterol-in- 
duced heart attacks. 

Kent’s pedagogic traditions seem to 
have accomodated the new commercial 
mood with fewer inhibitions—unsurpris- 
ingly, perhaps, when poster spaces have 
been going for £500 a year each. Many 
schools now want to provide more spaces, 
and there is no shortage of advertisers 
keen to ride the new initiative. Mr 
Metherell believes schools all over Britain 
will follow his county's example. Espe- 
cially now that Ls, unlike the old regime, 
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NEW ECONOMIC INITIATIVES 


-FERTILE LAND, SOPHISTICATED 
INFRASTRUCTURE 








; DISCOVERIES 


OPPORTUNITIES FOR 
MINING INVESTMENT 





AGRICULTURAL SECTOR 
OPPORTUNITIES OFFER 
COMPARATIVE ADVANTAGES 
FOR AGRO-INDUSTRY 


TIMBER BASED INVESTMENT 
OFFERS HIGH RETURNS 





. RAPID RETURN ON INITIAL. 
CAPITAL FOR EXPORT | 
ORIENTED INDUSTRIES OR 
SERVICES SUCH AS TOURISM 
SELLING IN HARD CURRENCIES 


JOINT VENTURE CAN EASE 
"THE BURDEN OF EXPANDING 
ABROAD. THERE ARE MANY 

OPTIONS 





If you are interested in attending a London, Paris or Rome Seminar on investment opportunities in Transkei or would. 


ARTHUR O'CONNOR zx 3 COGETRA 
MARKETING CONSULTANT |. VIA TOLSTOI 86 
TRANSKEI DEVELOPMENT CORPORATION OR 200985. GIULIANO MILANESE 
PRIVATE BAG X 5028, UMTATA MILANO, ITALY 
REPUBLIC OF TRANSKEI — | . . PHONE 39.2.98241127 
PHONE:2747125751 . : FAX 39.2.98241142 
FAX: 27 471 23548 or 27 11 884 2605 SEL Wed dic 


THE TRANSKEI DEVELOPMENT CORPORATION | 
UMTATA, REPUBLIC OF TRANSKEI, SOUTHERN AFRICA 


INVESTMENT OPPORTUNITIES IN ' 


* Two freetrade zones, duty and exchange control free, with low tax and harbour facilities. Sites: 


3* 


* 

* 

* Current supplies offer capacity for one more chip-board factory. 
te | 








OFFERS | 





Sinee the advent of its present Government two years ago the Transkei economy has, for the first tim 
in its history, been freely opened up to foreign investment and development. B 


A fertile and beautiful land with an abundance of water, labour and recently discovered mine 
resources, its industrial potential offers a more rapid return on investment than any other coun 
the developing world. Transkei has a relatively sophisticated infrastructure. nr EOM 


The following projects being planned and in feasibility study stage offer rewarding opportunit 
international investment, construction and engineering skills, technological "know-how 
equipment; l | ce ae 
* Tourist Hotels and time share apartments in game and nature parks bordering 280 kik 


golden beaches and river estuaries teeming with fish—sites available with freehold 
licenses a possiblity. 











reserved now. Ready 1995. _ 


* A privatised duty free International Airport for lease to international concessionaires. Enquiries 


Large high quality deposits of black granite. 
Silica sands for glass making. . 

. Titanium, Rutile, Hmenite, Zircon in large deposits. 

High ash low sulphur anthracitic coal in large low cost quantities. 
Copper/Nickel/Platinum deposits being evaluated. mE 
Kimberlite deposits. . ur a 
The geological environment is favourable to Üranium. 
Limestone and travetine deposits. ^. | 
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* Tea successfully grown. . sm | | 
| Sugar cane grown and exported. Local consumption of 60,000 tons per annum is imported, providing : 
opportunity for a mill and surplus exports. (ge 

* Cotton successfully grown as a research erop. 

* High potential for processed meats, poultry, fish, fruit, vegetables. - 

* Tobacco successfully grown as a research crop. "A | | 

* Well watered savannah type pastures offer potential for cattle, sheep and pigs. 

* Soya bean, sunflower, maize, and potatoes grow well. | 

* Potential for citrus and olive plantations. _ 


Transkei is rich in soft pine, eucalyptus, and wattle. 


Paper pulp, sawnboard and prefab timber homes available for export. g 


250,000 hectares available for reafforestation. 


* Through establishment incentives which, for manufacturing industries include: relocation cost ü 


(at eurrent exchange rates) US$392,000, training subsidies rentals (factories and key staf 
accommodation), transport rebates and interest on a high proportion of capita! invested at mark 
rates for 10 years, it is possible to regenerate initial investment capital in a very short period. — . 


* 


Transkei Development Corporation is willing to take equity in viable new projects. 
Merger with a like Transkei enterprise in the private sector can give you local expertise enabling yo 
to serve your existing markets from a low cost Transkei base. = 
* Merger with a Transkei based Far Easern Company could ease your products into Far Easter: 
markets from a competitive cost base with the possibility of adding to your preduct range for you 
home market. 


* 


like more information on Transkei contact: 








































Broken-headed - 


ALL it the Pankhurst fallacy. Pro- 
~A moted most convincingly by Mr 
Tony Benn, the Labour radical, it goes 
like this: law-breaking gave Britons most 
of their democratic freedoms—and so 
peaceful civil disobedience remains a le- 
gitimate tactic against modern laws, like 
the poll tax, which are regarded by mil- 
lions as harsh and immoral. 

Mr Benn cites the passionate and prin- 
pled campaign waged by the suffrag- 
es, who won British women the right to 
e. He could, with almost equal force, 
ention the heroic, if sometimes bloody, 
battle of the Victorian chartists. Or even, 
being less insular, Gandhi. Bat the suf- 
fragettes did not have the vote. Nor did 
the artisan chartists. Nor India's national- 
ists. Once democracy has been estab- 
ished, does law-breaking lose its moral 
force as a political tactic? 

Most of the Labour MPs who have de- 

_ cided not to pay the poll tax, including the 
handful who are telling others not to pay 
. it either, are decent men and women act- 
ing from high motives. The heme secre- 
| tary, Mr David Waddington, over-simpli- 
fred matters when he asserted that 
breaking laws necessarily leads. to break- 
- ing heads. In Scotland, the decision by 
|. many socialists and nationalists not to pay 
-=the poll tax has not led to violence. 
=o But if the Trafalgar Square riot dem- 
| onstrated anything, it was this simple 
truth: the boundary in a democracy be- 
tween law-breaking and lawlessness is a 
messy one. Some Labour MPs had thought 
hat, as non-payers, they could challenge 
the law just a little. But those who drew 
back from urging others not to pay were 
xutflanked by the Militant leaders of the 
nti Poll Tax Federation. Militant, in 
rn, thought it had seized the initiative 
and could then determine the limits of le- 
gitimate protest. 

Yet on Saturday, young white-faced 
Militant stewards came up against the 
macho, rival Marxists of the Socialist 
Workers Party, with their tradition of 
onfrontation with the police. Later, some 
jf the swP members who led the sit-down 
rotest outside Downing Street and the 
aunting of the police themselves became 
vorried as real violence and looting 
rupted, The sw? also lost contral—partly 
o anarchist groups like Class War. | 
There is.no connection between Mr 


‘Benn and Class War. They cordi 





about the real provenance of the anar- 
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| Aas: ially hate . 
‘one another. Mr Benn is deeply suspicious — 


€hists. For their part, the Class Warriors — 
picked upon Mr Benn’s house in super- 





expensive Holland Park, west London, 
during one of their 1985 "bash the rich” 
marches. Yet Mr Benn and other Mrs 
helped lead à movement which was itself 
outflanked by Militant—which was out- 
flanked by the swP— which was then out- 
flanked by anarchists. On the street, 
rather than in theory, there are no neat, 
sanitised compartments. 


The ultimate beneficiary of all the law- 





The class enemy 


breaking, Class War, was born out of the 
British class system in an almost comical 
fashion. One of its founders, a sociology 
graduate called Mr lan Bone, was the son 
of a butler who was known to his posh em- 
ployers simply as "Bone". Bone junior 
grew up, unsurprisingly, with a giant chip 
on his shoulder. (He has now dropped out 
because, according to one Class War 
member, he was fed up with the leader- 
ship role foisted on him "because he's got 
a big mouth". Instead, like any retiring 
cabinet minister, he has opted to spend 
more time with his family.) 

From the start, Class War distin- 
guished itself from other extreme left 
groups by its scabrous anti-establishment 
humour, its unabashed hatred of the po- 
lice and its violent rhetoric. As an anar- 
chist group, it was involved in the "Stop 
the City" demonstration against banks 
and investment houses in London in 
1987. Less traditionally—by anarchist 
standards—it put up a candidate in the 
1988 Kensington by-election. Rather 


: more traditionally, he got 60 votes. 


The Class War Federation now has 


groups in 20 British towns and cities— 
and one in the Shetland Islands—as well 
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not be welcome at Sheffield in May. 


as groups such as Class War Bikers and 
Class War Health-workers. But insiders 
put its total active support at a maximum 
of only 400. Its ideology remains thin, and 
some of its earliest supporters have grown 
marginally more cautious—some have 
families, some even have mortgages. Max, 
a Manchester-based supporter, puts part 
of its appeal down to disillusion with the 
hard left: “The left under Thatcher have 
been really bankrupt of ideas... Class 
War is really spot on for the '90s in target- 
ing the market (sic). | 

Alarming, if true: its newspaper and a 
sister "theoretical journal", The Heavy 
Stuff, preach violence against the class en- 
emy with as much venom as ever: "the 
Tory rich, the ruling class are few and 
weak... When their foot-soldiers have 


been dealt with, they'll be left, naked and 


alone, scurrying behind. Then, quite sim- 


ply, its in for the kill—and won't they de- 
serve it!". Such charming sentiments are 
rare in politics—but they lie at the bottom 
of the slippery slope down which better 
men are playfully slithering. 


Mr Benn's fresh start 


Meanwhile, Mr Benn himself is making a 
fresh attempt to unite the various radical 
factions within the Labour party under 
the umbrella of a new organisation—La- 
bour Party Socialists. It was launched this 
week by Mr Benn and two other left-wing 
MPs, Mr Jeremy Corbyn and Mr Eric 
Heffer. It will hold its inaugural confer- 
ence in Sheffield in May, maintaining the 
tradition of the Chesterfield conferences 
for the left, started by Mr Benn in 1987. 

This time the idea is to outflank the 
general desire within the Labour party to 
get rid of the trade-union block vote. Mr 
Benn and his friends would do this by un- 
dertaking the biggest shake-up of party 
structures since the party constitution was 
revised in 1918 by Sidney Webb and Ar- 
thur Henderson. One proposal is to revert 
to an idea favoured by Aneurin Bevan in 
the 1940s: scrap the block vote at confer- 
ence, but replace it with arrangements for 
trade-unionists to have more power with- 
in constituency Labour parties. It may not 
be coincidental that it is in these local par- 
ties that Mr Benn's left base is found. 

He still draws support, too, from what 
he sees as other groups on the side of the 
angels but outside the party. So he wants 
some charities, pensioners' organisations 
and various black groups to be allowed to 
affiliate to Labour and to send voting dele- 
gates to its conference. But though Mr 
Benn favours the broad church approach, 
there are limits to its breadth. Anyone 
who wants to bung bricks at the pulpit will 
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: arks and] D-marl s. 
Nl Bundesbank plan for a 2:1 
swap angered East Germans, 

who thought they had been 
promised 1:1. In fact, the 
Bundesbank's plan would 
change savings at 1:1 up to a 
limit of 2,000 Ostmarks. 


American companies issued 
$25.6 billion of corporate 
debt in the first quarter of 
1990, down one third from 


the same period last year. 


Getting together 
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Three British food brands, 
Marmite, Bovril and Am- 
brosia, were sold by 
SmithKline Beecham, a drugs 
firm, to CPC International, an 
American foods company, for 


$256m. 


The ANZ bank is to merge 
with National Mutual, an 
insurer, creating Australia’s 
biggest financial group. 


i 


| The Vatican has hired 


Ttalians that they are allowed 





Saatchi & Saatchi, a British 


advertising agency, to remind 
to give up to 1% of their in- 


come tax to the church in- 
stead of the state. 


New brooms 





Bob Stempel is to succeed 
Roger Smith as head of Gen- 
eral Motors, America’s biggest 


carmaker, in August. An engi- | - 


neer by background, Mr 
Stempel joined GM in 1958 
and is unlikely to change the 
company immediately. 


The senate confirmed the ap- 
pointment of Timothy Ryan, a 
44-year-old lawyer with little - 
experience in the financial in- 
dustry, as head of the Office 
of Thrift Supervision. He 
replaces Danny Wall as over- 
seer of the thrifts mess. 


Problems, problems 


An extraordinary general 
meeting of the shareholders of 
Mondadori, italy's biggest 
publisher, failed to bring an 
end to a long-running and 
labyrinthine battle between 
Carlo De Benedetti (its major 
shareholder), and Silvio 
Berlusconi, who controls the 
company's board. The firm's 
assets may end up being split 
between the two. 


Abandoning its investment in 
an ailing Chicago property 
firm, VMS Realty Partners, Xe- 
rox said it will take a $400m 
write-off in the first quarter. 
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Financial moves 


Pushed by the Bank of Eng- 
land, London’s traded op- 
tions market is to leave the _ 
stock exchange for the Lon- 
don International Financial | 
Futures Exchange (LIFFE). Lon- 
don's derivatives markets face 
increasing competition from 
the continent. 


—— —————————M—— P 


America's Torchmark with- 
drew a hostile $6.4 billion bid 
for fellow insurer American 
General. It is resorting to a 
proxy fight instead. 


Groupe AG of Belgium and 
Amev of Holland plan to link 
up to create one of Europe's 
largest insurance companies. 





Ivan Boesky, insider trader 
extraordinaire, was released 
after two years in jail. He is 
said to be setting up as a per- 
sonal-investment adviser. 


In the courts 
America's seven Baby Bell 


telephone companies won a 
second chance from an ap- _ 
peals court to seek limited en- 
try into information services, 
but the court upheld curbs on 
the companies entering long- 
distance telephony and 

telecoms-equipment-making. 


Giancarlo Parretti. an Italian 
financier who wants to buy 
MGM/UA, was found guilty of 
false bankruptcy by a Naples 
court. He assured investors 
that this would not disrupt his 
bid for the Hollywood studio. 
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- the job of licensing most of © 
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| _ East German unempk d 
| ment rose by 6,000 in the pa 
two weeks, to 3 3 000. WI 


"German union occurs 
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Trade talk 


America anc Japan conclu 
talks on removing "structur; 
impediments” to their trade 
Both sides expressed satisf: 
tion with the progress made 
dismantling Japanese b 
to imports, though Japan 
American critics were quic 
say there was more to be 
Separately, Japan agreed ti 
open its market for weatl M 
and communications sate 
lites to foreign manufa 

















The European Commit 
submitted a draft law 
lectual property r 
approval by GATT's ; Urugu 
round of trade negotiations 
Developing countries are 
likely to object. | 





The Pentagon is to turn ove 


America's desk-top com- 
puter and medical-equip- 





The new East 


ployment will grow. faster, 
Wolfgang Jahnel, assistant 
minister for employment. 


Colditz, the East German | 
schloss famous for housing . 

Britain's best POW escapolo- 
gists during the second wor 
war, is to be turned into a hc 
tel and museum. 





















is pleased to announce 
the formation of 
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and mutual fund accounting 
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Morgan Stanley Bank 
Luxembourg S.A. (MSBL) 
represents an important expan- 
sion — in both location and expert- 
ise — of our ability to support 
every aspect of our elients' global 
investment programs. MSBL 
formed in 1989 and commenced 
operations in January, 1990 follow- 
ing its appointment as a global 
custodian and fund accountant for 
a leading U.S. insurance com- 
pany and a major London-based 
investment manager. 











Morgan Stanley Global | be 
Securities Services (MSGS) 

provides services worldwide for | 

leading global institutional. 
investors, in support of both 
active and passive strategies for 
equities and fixed income 
securities. In addition to global 
eustody services, we provide data 
on over 2400 equities in more 
than 30 countries; more than 100. 
performance indices; foreign ex- 
change services; and innovative 
securities lending. 






































"^ EINDHOVEN AND AMSTERDAM: 





J After three years of pa 
— still struggling to ge 


LTHOUGH the f 
B sors, PSV -Eind 
. Dutch first divisi 
years and won tb 
Philips, Europe s bi 
facturer, is fighting ioh ae Um 
à _its management team can step up.the 
21 pace of change, the Eindhoven-based: firm 
-risks losing markets to Asian and American 
competitors that have better mastered some 
of the arts of global production and 
marketing. 
Philips is in trouble for several reasons. 
Long accustomed to operating in national 
European markets insulated from fierce 
Asian competition, the company grew com- 


















placent and spawned too big a bureaucracy. 


It still employs more than 300,000 people in 


60 different countries. Eindhoven, with its 


: Philips theatre, Philips library and Philips 
museum, is an archetypal company £ 
town. Worryingly, some of the com- SA 
pany's staff act like civil servants JF 
“too, expecting jobs for life and 
dodging difficult decisions. 

Some of Philips’s troubles 
spring from the way many of its wA 
. foreign operations won consider- 
bl- autonomy during the sec- 

* .. world war, when Holland 
was occupied but they were 
not. This created autonomous 
fiefs which the company's product. 


4 


.. divisions in Eindhoven have struggled: for E k 


four decades to control Friction be 





though Philips has often been good at "inho. . | 
vating (it dreamt up the compact disc), it has 
-. been frequently miserable at marketing. The 


-. company's Eindhoven culture causes prob- 
~~ Jems. Like most civil servants, Philips execu- 
< tives like to spend more time communicat- 
ing with each other than with the. outside 
world. 


U Philistroika 


These handicaps have prevented Philips 


from imitating Japanese competitors such as 


-. Sony and Matsushita, which have successe 
: fully combined global economies of scale in 






- manufacturing with the flexible marketing 
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effort, Europe' s biggest electronics company is 
€ are some successes, but time is running out 


skills necessary to cater to local consumer 


tastes. So in 1987 Mr Cor van der Klugt, 


Philips’s 65-year-old chief executive, 
launched a drastic restructuring. pro- 
gramme. 


Philips has spent the past three. years 


closing factories, reorganising its businesses 


and slashing its payroll Many of the 
changes Mr van der Klugt has forced on his 


company were long overdue, and clearly 


have made it more competitive. His reforms - 


have been revolutionary compared with 


Philips's glacial pace of past change, but 


they may still be too little and too late. Some 
may also be counterproductive. 


also just the opposite of what compe 


BN consumers, Asser even ‘Sony’ s dec 





These include the decision to. 
four Eindhoven-based global produc 
sions—lighting, consumer electronics, 
fessional products and systems (which c 
computers, telecoms, and medical eq 
ment) and components (including . i 
This has ensured that the company's foi 
operations march to head office's beat 












like M, General Electric and Sony 
wise. They have decentzalised dec isiot 
ing and slimmed. down lc 
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company’s ar ui bureaucrac 
He may also be stifling local in 

1987, Mr van der Klugt paid. gue $10 

to E all outstanding shares in h 


had a 58% stake. He apparently wa 
avoid a repeat of the episode in the 1970 
when North American. Philips rejected: 
parent's v-2000 DD ONEUE standard, T 
vicis agis i$. ard offered by riv: 






bya bur Beta format. North 






i P icut jos van ev Kluge : 
leading Philips in some question 
— able directions, he has taken the ne 
essary and painful steps of closin 
factories. and cutting jobs: Over th 
past three years Philips has closed o 
merged 75 of its 346 plants spread o 
50 countries. It has aíso shed some 38,00 
employees (17,000 by selling businesses 
of a total of 344,000. But that still leas 
with too many factories, over half of the 
Europe, where labour costs are often h 
Philips has wisely concentrated - 
forts by pulling out of businesses. lik: 
fence electronics in which it has a ! 
ket share. But, disappointingly, it ha 
back its ambitions in telecommunicat 
sector in which it should have had a figl 
chance, by reducing its 50% stake in a. 
venture with AT&T to 1596. On April 2 
the company reversed one of its odder div 
sifications when it gave up its claim to be. 
world's biggest toothbrush-maker by sell 
an American subsidiary to its managers 
Two of the four product divisions. 
responded well to Mr van der Klugt's t 
ment. Lighting looks bright. Number.o 
the world, with .a 30% share of then n 
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ilips's li 





rd of its operating profit. It is ahead of the 
ck in developing new products like en- 
gy-saving lamps, but still needs to watch its 
tern flank. By buying a 5096 stake in 
ngary's Tungsram last November, Amer- 
ca’s General Electric has won both a foot- 
old in a potentially big market in Eastern 
'urope and a recognised brand with which 
o attack Philips's dominance in Western 
'urope. 

.. Philips's other success is its consumer- 
roducts division. Run by Mr Jan Timmer, a 
ough Dutchman who previously re- 
rganised Polygram, Philips’s music subsid- 
ry, the division makes and sells a range of 
xlucts from compact discs to electric tin- 
ers. Mr Timmer has streamlined the di- 
ion’s haphazard structure and switched 
emphasis from technical innovation to 
rketing, in which Philips used to trail be- 
d the Japanese. 

By nurturing Polygram, Mr Timmer has 
ountered a challenge from Sony, which 
ought CBS Records in 1987. No expense 
is been spared in widening Polygram’s rep- 
rtoire. Last year it paid $732m for two new 
















































labels, Island and A&M, add- 
wg artists like rock group U2 
and Miss Janet Jackson to an 
already catholic list stretching 
from Def Leppard to Mr | 
Luciano Pavarotti. Already 
heavily borrowed, Philips - 
floated 2096 of Polygram last 
December for $560m to help 
finance the unit's expansion. 
Mr Timmer, who is due to 
take over the helm of Philips 
from Mr van der Klugt in July 
1991, has also led the compa- 
ny's charge into new technol- 
ogies like "compact disc interactive", which 
links text, data, sound and pictures on a sin- 
gle disc, and high-definition television. 





j spite of these successes, Philips's financial 
erformance still lags behind that of most 
ympetitors. Last year's results were worse 
an they at first looked. Although net prof- 
| rose 30% to 1.4 billion guilders ($650m) 
n sales of 57.2 billion guilders, that figure 
cluded 582m guilders of one-off items like 
e sale of the firm's Paris office. 

: This helped to hide both a blot of red 
k and what would otherwise have been an 
nbarrassing drop in profits. The red ink 
otted the bottom line of Philips's compo- 

ts division, which made a 125m guilders 
perating loss last year after turning in a 
ofit of 353m guilders in 1988. The profit 
ine signalled a setback in the profes- 
onal products and systems division, which 
ade only 40m guilders last year, cempared 





with 368m guilders in 1988. i | 
If Philips is to shine again by 1991, its 
76 k m ; 









ilips's lig ting division accounts for only : 
% of the company's sales but about one- - 
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centenary year, the company needs to clear 
up the mess at its information technology 
unit. Last year, according to Dataquest, an 
American market-research firm, Philips 
could only scrape together a 196 share of the 
European computer-systems market, less 
than European rivals like Siemens and 
Olivetti. The reason! Philips's failure to spot 
the trend in the market away from minicom- 
puters towards personal computers. 

Mr van der Klugt argues that prowess in 
computer systems is essential 
for Philips. However, though 
it lays great store on its at- 
tempts to marry computers 
with videos via compact discs, 
the company is still dithering 
| over its computer strategy. If it 
|. is ever to be a significant force 
_in the personal-computer mar- 


. petitor or set up.a joint ven- 






. said it was in talks with Philips 


Van der Klugt preaches about co-operating in com- . 


| puter printers and electronic 
components. Philips needs a much more 
wide-ranging alliance than | 
that. | 

Its position in the chip 
market is also precarious. lt 
still has only a small part in 
fast-growing segments such as 
DRAM memory chips. Like 
many other companies, it has 
had trouble selling chips in Ja- 
pan and other big Asian mar- 
kets such as Taiwan and South 
Korea; and is having difficulty 
selling some other products in 
Japan as well. It has licensed its 
lighting technology — to 
Matshushita, rather than attacking the mar- 
ket itself. Mr van der Klugt blames Japanese 
protectionism rather than his own compa- 
ny's feeble marketing efforts. Japan, he com- 
plains, "uses its five fingers—government, 
parliament, labour, banking and business— 
to form a fist" to smash industrial 
opposition. 

Presenting Japan as an evil empire has 


Philips sales by sector, 1989 











ket, it will have to buy a com- 


ture. On April 3rd Olivetti - 





Timmer practises 











Professional 
products & 












not aided Phil 


ips's cause in Tokyo, but it 


does go down a treat in Brussels. Philips has 


been one of the loudest supporters of 
Project Europe 1992. With only a tiny 
Dutch national market of its own, Philips 
has long hoped that a single European m^-* 
ket would give it a “home” base somew! 
bigger than those of its American and Asian 
rivals. | 

But critics say that the Eindhoven com- 
pany is also trying to make the European 
market too protectionist. It has persuaded 
the European Commission to side with it on 
a lot of trade issues—in part, perhaps, be- 
cause Eurocrats recognise fellow civil ser- 
vants when they see them. In July 1988, after 
more than two years' lobbying by Philips, 
Grundig (its West German associate) and 
Denmark's Bang & Olufsen, the commis- 
sion agreed to impose anti-dumping duties 
on 15 Asian manufacturers of compact-disc 
players. All 15 of them dumpers? Believe 
that, and you'll believe anything. 

There has been some reaction against 
that anti-dumping fervour, and Philips's 
clout in Brussels is now proving a mixed 
blessing. Project 1992 will create the big do- 

mestic market the company 
wants, but will also open." 
rope to some of Philips's fi 
Japanese rivals. 

Despite Mr van der 
Klugt's restructuring, Philips 
still makes so many different 
products that a company 

 Spokesman cannot even guess 
their number. The company 
.has to identify where it can 
best compete, and pull out of 
businesses where it has no par- 
ticular advantage. It has 
pooled its low-tech white 
goods business in a joint venture with Amer- 
ica’s Whirlpool, and may sell the 47% stake 
it still owns. That would be a big stride in 
the right direction. By freeing up more men 
and money, Messrs van der Klugt and 
Timmer should be able to concentrate on re- 
viving their own empire, and stop blaming 
its problems on the success of others. 
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We doubt it For the time being, international 
ompanies like yours will continue to suffer the 





To receive your FREE report fill in the coupon below: , 








.X- 


[a 
| 
nconvenience of separate currencies in every major | 3 
| | Company: 
m 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 








market in the world. 
P f Position: 





Address: 














omes to consolidating accounts from New York, 
kyo and London How great an obstacle this is 
on your choice of financial management 


Telephone: 





I would run SunSystems on: — 
IBM Mid Range(_] DEC Mini]. UNIXSupermicr 








oL] Pc 











Mailto our nearest SunSystems office: | | 
Northampton Lodge — PO Box 57 244 East 48th Street 
Canonbury Square Crows Nest New York | ^ 
London NI ZAN NSW 2065 NYI10017 > 















‘alternatives adopted by international companies, just 


E NM E REE E TAE EO EN . m 3 , England Australia USA 
clip your business card to the coupon. It could change i | Tcl (01) 354 3134 Tel:(02) 906 3012 










t: 
VANS 





S 
zm 






VER 






i 


5 
d 





EA 


he Group is well placed to maintain the prudent expansion of 
core businesses, while exp 


.* 


—— HIMMMN mE Li Ka-shing 
cg m Chairman 


al Highlights | | 
ear ended 31st December, 


Mp 
Een 


P Turnover up 3796 to 3 US$2,264M 
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Profit before extraordinary - 
items up 30% to EM / US$388M 


PROFIT ATTRIBUTABLE TO 
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AN 
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B Earnings per share before 
||. extraordinary items up 30% to US$0.13 


'arnings per share after 
traordinary items up 68% to 
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“HE yen has slid by 25% since ie e 
; of 1988, falling to its lowest level 
against the dollar since January 1987, just 
before the Louvre meeting when the 67 
countries agreed to stabilise the American 
currency. But the yen is unlikely to be- 
come the centre of international policy co- 
ordination as the dollar did. America and 
West Germany are too worried about 
their own domestic inflationary pressures 
to cut interest rates as Japan would like. 
To make matters worse, when the f- 
nance ministers and central bankers meet 
in Paris on April 7th, there will not only 
k be disagreement between countries, but 
W also between compatriots. In America, Ja- 
"pan and West Germany finance ministries 
have recently been at odds with their own 
central banks over policy. At best, the 
meeting will deliver another bland state- 





ment re-affirming currency stability; but- 


no action. | 
Why does Japan, with the biggest cur- 


rent-account surplus in the world (albeit. 


one-third smaller than in 1987), a growth 
rate of 5%, and an inflation rate (3.6%) 
that is barely half tlie OECD average, have 
a weak currency and a plunging stock- 
market? The answer is simple. Japan is 
now paying the price for bailing out 
America in 1987-88 by loosening its mon- 
etary policy to prop up the dollar and 
stimulate domestic demand. The surge in 
Japan's money supply fuelled share and 
property prices, and now the fall in the 
yen has raised fears that inflation will rise. 
The yen is weak because the net out- 
‘(flow of long-term capital (bonds, equities 
T" and direct investment) from Japan has 
been even bigger than its current-account 
surplus. As prices of Japanese assets 
soared, yields slid well below those on for- 
eign securities, encouraging lapanese in- 
vestors to shift more money abroad. 
But Mr Yasushi Mieno, the new gover- 
nor of the Bank of Japan, keen to establish 
his antiinflationary credentials, has 
raised the discount rate twice since taking 
office in December. Fears that rates could 
go higher still have burst the balloon, 
knocking 2796 off share prices this year. 
The fact that a country with a current- 
account surplus has a weak currency illus- 
trates the folly in much discussion about 
the link between currency movements 
and a countrys balance of payments. 
Such talk typically veers between two ex- 
tremes: those who focus on the current ac- 
count alone and argue that the currency 





The fall in the yen will be high on the a genda at the Paris meeting of the 
Group of Seven industrial economies. 
the fallacy that current-account balances move exchange rates- 





of a surplus country must rise, that of a 
deficit country must fall; and others who 
argue that in a world of liberalised capital 


markets, current-account deficits do not 


matter as they will be automatically f 
nanced. The truth is that both the current 
account and the capital account give sig- 
nals to future exchange-rate pressures. 


By definition, the current-account bal- 
ance must be matched by equal and oppo- 


site capital flows. But not all capital flows 
are equal. Investments in foreign shates, 
for example, have a life of their own 





rather than simply financing current-ac- 
count deficits. 

A popular measure with some econo- 
mists is the basic balance—the sum of the 
current-account balance and net inward 
foreign direct investment and portfolio in- 


vestment in bonds or equities. It is based 


on the notion that these are long-term or 
underlying capital flows as opposed to 
short-term flows in the banking sector— 
so-called hot money. 

Critics of the basic balance argue that 
because of the increasing liquidity of fi- 
nancial markets, the distinction between 
long-term capital flows and banking flows 
has become blurred. Direct investment is 
still determined by longer-term factors, 
but investment in shares and bonds can 
be just as speculative as bank deposits and 
sold just as quickly. True, but the fact re- 
mains that if a country with a current-ac- 
count deficit also has a net outflow of 


portfolio and direct investment, this will 
give rise to extra financing problems, in- 
creasing its dependence on banking flows 


he currency's collapse exposes - 
flow of long-term capital has increas 

. 1096 of the country’s Gop. America’s 

E long-term capital. This explains why Bi 
rates rose and its reserves plunged 
America all three moved in the oppo 


ferent fortunes of the yen an 


close to $55 billion, and hence tot 
. capital outflows of the same amoun 


| expect the D-mark to remain strong. 





(which are more sensitive to 
rates). If that finance is not forthcon 
either interest rates must rise, foreig 
serves must decline, or the exchange 
will fall. The basic balance remains a.u 
ful measure. | | 
In the past few years, Britain's net o 















even faster than its current-account 
cit. Its basic balance was in deficit last ye 
to the tune of $80 billion, a whoppi 








rent-account deficit, on the other h 
was virtually covered by net inflows 


















































ain's exchange rate fell last year, int 









more favourable direction. ah. 
The same framework expl: ins d 


mark. Both Japan and West Gen D 


current-account surpluses last. yea 


the structure of their capital accounts 
radically different. Throughout the 1980: 
West Germany has had a surplus oi 
basic balance. Last year it reached 3.5% 
GNP, making it the only big. industria 
economy in surplus. : 
Japan s basic balance, by contrast, has 





cause of heavy overseas investment mra hp- 
anese institutions. Last year it amounted l 
to 1.196 of Gnp. The collapse of the Toky 
stockmarket should help to stem that oi 
flow and so underpin the yen. J; 
banks and firms will be forced t w 
back money invested abroad to cove 
losses át home, while the fall in s 
prices will make the yields on domesti 
sets more competitive and so reduce nev 
overseas inyestment. 
Conventional wisdom also says that Ja 
pan's current-account surplus will start te 
widen- again (and so further reduce the 
sic balance deficit) as the weaker: 
boosts exports. Do not count on i 
yen is still overvalued on most measut 
purchasing power parity (which sus 
dollar ppr rate of ¥170-200), while do 
tic demand, and hence import demand. 
still growing much faster than in Amer 
or Europe. 
West Germany’s current-account 
plus is also set to diminish as heavy in 
ment demands in East Germany, and | 
trà government borrowing to pay fo 
pensions, unemployment - benefits an 
public infrastructure in its eastern part 
ner, absorb a big slice of West Germar 
savings. However, foreign investors' appe 
tite for German assets is likely & 
strengthen, if anything, to take advantag 
of new opportunies after unification. $ 







the Crown Jewels. But locks, steel 
; ike sealed rooms are anachronisms. 


viruses, or from com- 
ers. Both can wreak - 


i sonal computer than. 
sonist could manage in a 
k of setting fires. 
‘Mr Robert Morris, a stu- 
t at Cornell University cur- 
y awaiting sentence for 
uter fraud, wrote a mali- 
Gus program which in a mere 
hours last year reportedly 
fected thousands of computer systems 
nked by various networks, and caused mil- 
of dollars. in damage. Worse could be 
the way. An unpublished study by mem- 
ersof the European Security Forum (ESF), a 
group of large computer users from all in- 
dustries, found that personal-computer se- 
curity was one of big companies’ weakest ar- 
eas. Small and medium-sized companies 
utside the forum are likely to be even more 
1inerable. 
Stopping the invasion of large comput- 
systems will mean stricter controls on the 
-of personal computers, whose biggest 
ntage has often been their accessibility 
"user-friendliness" for non-experts. 
y employees feel proprietorial, even af- 
donate, towards their machines. Few will 
kindly to being told how or when they 
se them. 
The threat to a PC could be a hacker tap- 
g into secret or valuable data, or it might 
viruses or other malicious programs 
ich infest or damage computers. Such un- 
asantness is as old as computers them- 
ies. What is new—and underestimated— 
he opportunities for PC crime. 
Gauging the extent of the trouble is dif- 
: anecdote is rife; numbers are scarce 
unreliable. Millions of pcs could be in- 
d within a few years. The damage could 
into billions of dollars. Whatever the 
bers, the chances are that abuses will 
me more, rather than less, common. 
There are several reasons to worry. 
puters used to stand safely apart but to- 
J | more. of them are being tied 








eir mainframe computers as if they 


> etworks. ES 1993, n to 





spread duickly Networks also ex- 


tend the: reach of hackers. 


The risk of viruses has also increased be. 
cause more people are sharing programs and 
machines. Once infected, PCs contaminate 
all the programs they encounter—some 
even contaminate data. Shunting programs 
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Converting nuclear power stations 


NEW YORK 


N APRIL 9th a back-to-the-future cere- 
J mony is due to take place in Midland, 
Michigan: the commissioning of the world's 
first power station converted from nuclear 
to conventional fuel. Mr William McCor- 
mick, the chairman of CMs Energy Corpora- 
tion, the plant's main owner, confidently 
predicts that other conversions will follow. 
The reason is simple: utilities across Amer- 
ica have found it next to impossible to com- 
plete half-built nuclear plants. | 

The partial meltdown at Three Mile Is- 
land in 1979 and the clouds of radiation 
from Chernobyl in 1986 produced fierce op- 
position to nuclear power just about every- 
where. Mr McCormick reckons that $20 bil- 
lion-worth of abandoned or mothballed 
nuclear plants in the United States could be 
converted like the now gas-fired station at 
Midland. He hopes that CMs Energy’s pio- 
neering effort at Midland will give the com- 
pany a headstart in a potentially huge mar- 
ket for conversions. Mr McCormick even 
has a snappy marketing slogan. "We are in 
the business of turning lemons into lemon- 
ade," he declares. 

The Zimmer nuclear power station at 
Moscow on the Ohio River, which was 9696 
completed before being blocked, is to con- 
vert to coal. It is due to come into operation 
early next year. The Rancho Seco nuclear 
plant in California, shut down by a referen- 


. dum last summer, and the idle Shoreham re- 









uters at mut and at 
them with others, such as 
schoolchildren, who may use virus-carrying 
software is the computer equivalent to drug- 



































































users sharing needles. Pirated software—of- 


ten a carrier of infection—is in common 
use. Because each newly infected machine 
can go on to infect others, a virus spreads 
exponentially. Many PC viruses are relatively - 
new. Some have yet to reach their full de- 
structive power. 

Protection does not come easily. Many 
users have invested in vaccines (pro- 
grammes that hunt out known viruses) but 
these fail to recognise the new viruses that 
are continuously being written by hackers. 
In October last year, IBM listed 31 viruses in- 
fecting standard PCs. By the beginning of 
this year, according to Mr Peter Tippett, 
head of a computer-security firm in Cleve- 
land, Ohio, more than 77 viruses had been 
identified. The only real way to guard 
against infection is to hand back control ^ 
computers to companies’ data-processi 
nerds and then hope they are not writing vi- 
ruses themselves. Bid farewell to the person- 
able computer. 





Turning lemons into lemonade 


actor on Long Island are candidates for simi- 
lar conversions to conventional fuel. Lucrat- 
ive opportunities for conversions are also 
seen in Europe, especially in Sweden, where 
the government is trying to find some way of 
complying with its commitment to begin a 
phase-out of nuclear power in 1995 that will 
lead to its complete elimination by 2010. 

The nuclear power station at Midland 
was seven-eighths completed when Con- 
sumers Power, the operating subsidiary 
CMS Energy, stopped building in 1984 inv... 
face of growing political opposition and 
soaring costs. The company had already 
spent $4.1 billion on it. Investors feared that 
CMS would go bankrupt. Its share price col- 
lapsed from $21 to $4. Savage cost cutting 
and regulatory approval for emergency in- 
creases in electricity rates saved CMS from 
going belly-up. The share price is now 
around $32. 

Yet growing demand for electricity in 
Michigan's lower peninsula did not go away 
along with CMs’s financial troubles. The way 
CMS found out of this bind, argues Mr Mc- 
Cormick, could be copied by other hard- 
pressed utilities. CMs formed a partnership 
with six other companies to convert the 
Midland station to natural gas and to oper- 
ate the plant. About 60% of the nuclear 


plant's gear had to be tossed away, including 


the nuclear reactor and the equipment for 
storing and transforming nuclear fuel. The 




























p expertise is in creating wealth. 
Ours is in orchestrating its rowth 


CEU 
REE ON 












WHILE you are able to conduct your business YOUR PRIVATE BANK s 
with speed and efficiency, rarely do you have the Through a personal adviser, your account execu- .— 
time to orchestrate your personal investments tive, all the skills of a banking network spanning _ 
with equal ease. 40 countries can be mobilised to help you achieve. 
At Lloyds Bank International Private Banking, your goals. Nowhere will you be assured a more 
we have an expert international investment team, professional, discreet, efficient and personal 
able to make quick investment decisions on your service — worldwide. | 
behalf. Based on agreed objectives, a Portfolio To find out more, please contact: : 
Manager will ensure your funds are invested in Steve Ushiyama, 2901-4 Admiralty Centre, E 
the best possible way, balancing risk and return in Tower 1, 18 Harcourt Road, GPO Box 10126, . 
line with your needs. Hong Kong, or telephone (852) 823.2122. LR 


We have both the time and resources to assess 
world markets continually, to weigh the impact of 
political and economic changes. In today's volatile 
conditions, such facilities are invaluable to the 
private investor. 


Lloyds Bank 
International 
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| You'll find us solving information r in 
s around the world. More than 92,000 people are part of the 
y of companies, each helping customers communicate a little 

little faster. X 


The answer is. 
A over 70 cou 















\pplied Systems is a major consultancy organiza 
s embracing all aspects of informati 
d management. 
| tosh, BIS Shrapnel, and BIS CAP International provide 
research-based consulting internationally to information tec 
and users. 
Christian Brann, another BIS compan: 
keting services including 
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EX maintains over 14.4 million customer 


countries ask NYNEX Internationa 
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Since NYNEX has been in the business of co: 
information management for over one hundred years, we’ 

it many industries. i LUE E 
onal works with over 14 different countries, | 
d communications services. —— 


Tel: (+ 1914) 897-1200 


Eur 


Frankfurt Tel: (+ 49 69) 756-0060. 
hone, or as complex as a global a eg ages 
ibo E MNA: A Geneva: Tel: (+ 41 22) 469946. 
igh-speed voice, data, and video network, || S. — Fax: (+ 41 22) 467618. 
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chances are the answer is NYNEX. iid 
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From start to finish, it takes about four hours to 
make a washing machine. Two of which are spent 
painting the steel — and then waiting for it to dry. 

This is frustrating for the manufacturer, to say the 
least. Because all the time his machine is in the paintshop, 
someone else's is in the shop window. 

To a lateral thinker, the solution is obvious: get the 
steelmaker to paint the steel before he delivers it. 
| . To the steelmaker, it isn't quite that simple. 
| Because the painted finish now has to survive the 
entire manufacturing process — and still look as if it 
hasn't been anywhere near it. 

Happily, British Steel had been through that particular 
= hoop before. | = 

We already had a pre-painted steel, developed to 
save time in the construction industry. 





We knew it was resilient, and resistant to extremes 
of weather. (You'll find Colorcoat* cladding on buildings 
all over Europe, America, Asia and Africa.) 

Could it now stand the high-speed piercing, pressing 
and 180 degree bending which go into making a washing 
machine? 

With help from a leading British paint supplier, we 
soon had the answer. 

The results were spectacular. 

Down-time went down. Manufacturing costs went 


.down (by 14 per cent in some cases). And sales of 





Colorcoat went up and up. 


| M . Partly due to white goods. And partly due to brown 





The rest wili be here when they're dry. 










The added values of British Steel. Number five of a series. 


































mention car components, office furniture, scientific 
equipment and satellite dishes.) 

In fact, Colorcoat in all its forms has been so 
successful that production is currently well over 2,000 
per cent up on its first year level. 

That isn't really the point of the story, though. 

It is our strategy to take problems out of our 
customers’ factories, whenever we can, and solve 
them ourselves. 

Either in our laboratories, or our steelworks (or both). 

To build the answer into the steel itself. And then 
build new markets with the resulting product. 

Colorcoat is a striking example of the principle. But 
it's far from being the only one. 

We've developed stronger steels for lighter cars — and 
lower fuel consumption. 

Sound-deadened steels to improve working condi- 
tions for machine operators. 

Non-slip steel plate for safer walkways in factories 
and on oil-rigs. 

And recyclable steel cans for the drinks industry 
(and the environment). 

As the world steel market gets tougher, it is added- 
value steels like these which are strengthening our 
position in it. 

Success lies in solving problems fast. 

And, like the washing machine above, getting 
there first. 












WE'RE ADDING VALUE 
AT BRITISH STEEL.» > 
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Marketing greenery 





Friendly to whom? 





A consumer backlash 


h is growing 
described as envi vironmentally frien 





AT LT FIRST, growing public concern about 
. the er nment seemed bad news for 
| oduct companies suddenly con- 

















e prs catering to environm 
siigh be the hottest E tr 





ery on Kea aana due in po ise: 
ments are making shoppers cynical. British 
and American regulators are planning to iñ- 
. troduce rules to curb the more dubious envi- 

7 ronmental advertising. 

r Shaky claims to greenery may mislead 
“ene ignorant, but they turn off 

the knowledgeable. As shop- 
pers learn more about environ- 
mental issues, they are becom- | K 
ing cleverer at spotting com-  ! 
panies making bogus claims of $ 
greenery. A survey of 1,400 
British shoppers carried out 
quarterly by Jones Rhodes, a 
Nottingham-based research 
firm, indicates that 5696 of 
those surveyed. are now suspi- 
cious of claims that products 
are environmentally friendly; a 
large rise from 43% last July. 
The proportion of people who 
say they are willing to buy 
green products even if such 
products underperform con- 
ventional alternatives has 
dropped from 24% to 18%. 
^ —yerica’s shoppers are becom- 

' even more sceptical. 

.— Some green advertising claims are so 
vague as to be meaningless. À cute whale or 
tree symbol on packaging is simply a pretty 
picture unless supported by specific in- 
formation. Other claims are misleading. La- 
bels proclaim that First Brands' Glad plastic 
bags and America Enviro Products’ Bunnies 
disposable nappies are "bio-degradable". 
Well, sure. Given enough air and sunlight 
they eventually decompose. Since most end 
up in landfills, not much of either ever gets 
to them. A third sort of claim is the plain 
stupid. Newspaper advertisements boasted 
that Rover's Metro Surf car was "as ozone- 
friendly as it is economical" because it runs 
on lead-free petrol. Lead may be bad for the 
brain, but nobody blames it for holes in the 
ozone layer. 

On March 27th Mr Chris Patten, Brit- 
ain's environment minister, promised that a 
voluntary "eco-labelling" system would be 
d in Britain by the n of next 
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millions of Dew o | 


F better than 
And broad statements should be backed by 


E Fo. 
pt Op 





T exaggerated claims for products 


year. The Independent Television Associa- 
tion, a trade group representing Britain's in- 
dependent television companies, is devising 
rules for "green" television commercials. 
They will probably follow the lines of those. 
published in February by the Advertising - 


Standards Authority (ASA), the trade group 


that self-polices press advertisements. The 


| ASA advises against absolute claims—thus 


is (it thinks) 


“environmentally friendly”. 


“environmentally friendlier” 


specifics—"CrcC-free" or “bio-degradable” 
are better than a bald "safe for the environ- 
ment”. It also insists that factual claims be 






. from re-cycled paper 
| in an effort to protect. 
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E f Kuchen Towels 





supported by documentary evidence. 

America is doing much the same. Fed- 
eral and state regulators, environmental 
groups and businessmen mulled over the 
problem at a conference in Minnesota in 
March. On March 20th the National Asso- 
ciation of Attotneys General, representing 
all 50 states, passed a resolution in favour of 
co-operation with the Federal Trade Com- 
mission and the Environmental Protection 
Agency to develop “uniform national guide- © 
lines for environmental marketing claims". 

Even without regulatory straitjackets, 
going green is not easy. "The stakes have got 
higher and higher. If you're going to posi- 
tion yourself as environmentally friendly, 
you had better have a very strong story to 

tell," advises Ms Ann Curtis, an account ex- 

ecutive at the London office of Ogilvy & 
Mather, an advertising agency. 

Green claims have an unpleasant way of 
pushing skeletons out of cupboards. Blitz- 


krieging petrol filling-station forecourts — . 


sound than rival brands because it u 


| tra had been tested on animals. 


Duracell and Ever Ready fear such ad 
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Unilever does not believe shoppers ar 










































with dollops of green paint 
for the oil group Br. The company 
that green has been its corpor 
since the 1920s, but Britain's Sunday 
took the cue to focus on the dam: 
open-cast mining operations do to thi 
zilian rain forest. Shortly before the |: 


of Procter & Gamble’s Ariel Ultra, a 


ing powder promoted as more ecolo 


packaging and chemicals, Today 
front-page article pointing out that A 


Duracell and Ever Ready, two fir 
Kr batteries, are « vat the 
German rival, ' Varta, is promoting sho 
mercury-free and cadmium-free bati 





ing will hurt sales of long-life batteries wl 
contain mercury or cadmium. As an 
Ready spokesman admits, "fundam 
batteries are not green products", i 
no alternative to mercury for longelif : 
L4 teries, and even mercury- 

< cadmium-free short-life bra 
such as Varta’s still con 
nasty lead, and acids. Raise 
many questions and consu 
ers might go back to pluggi 
their radios into the main 
provided, of course, that the 
electricity supply does n 
come from a nuclear power sí 
tion or a coal-fired one th 
-might cause acid rain. — 

O  Somet companies have hac 
enough of. greenery alreac 

^. Shell UK's. recent: sacking 
_ Ogilvy & Mather as their 
^v vertising agency is. ‘susper 
within the industry of sig 
ling a move away from: 
company s green-tinged cor 
rate advertising. Last Ai 
this looked out of place n 
newspaper headlines about the comp 
spilling crude oil, however accidentally 
Britain's Mersey river. 
Unilever is already fighting back. 
runaway. sales gains of the phosphat 
washing powders sold by oe a Bi 
firm run by an entrepreneurial ecolo; 
thusiast, and Ark, which is supplied an 
dorsed by a group of Greenpeace al 
and pop stars. Unilever has launche 
odour-eating product called Radio 
name, together with its eye-poppin 
nous orange and black packaging, ma 
powder look disturbingly like nuclear 














pared to pay more for a less effective w: 
ing powder just to be green. The comp 
may be correct—six months after Radi 
launch it has captured 8% of the Bri 
market. Idealism killed off the 1960s’ gr 
revolution; will cynicism do the same to 
1990s’ version? 
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TOKYO 





APAN' S stock and property arbe 
have long been closely bound. In the sec- 
ond half of the 1980s both soared sky- 


wards, fuelled by wantonly easy money and 


Japan's low interest rates. Just as the two- 
-Markets gave one another a friendly hand — 
<>n the way up, each could now give the - 

"other an unfriendly shove on the way down. 


Share prices on the Tokyo Stock Ex- 
change rose threefold between 1985. and 


1989. Over the same period Tokyo land | 


prices went up two-and-a-half times. Any- 
one with a bit of land used it as collateral to 


borrow in order to play the booming stock- » 


market. As share prices soared, many then 


borrowed against their portfolios. to buy yet. 
more land. Some companies. went further, 


leveraging their “latent assets” (ie, land and 
stock holdings) by issuing convertible bonds 
and the like in order to raise still more cash 
to play the markets. Zaitech, or financial en- 
gineering, was the euphemism. 

If zaitech helped the property pkan to 
fly too close to the sun, many now wish it 
would fall to earth. In the Tokyo suburbs, a 
plot of land for a modest house costs 37 
times the average resident's annual income, 
or a lifetime's earnings. Tokyo workers 
 inting to own their own home need to 

. ke the train for more than an hour and à 
affordable. That E out à three-roomed flat 
costs ¥57m ($355,000), or nine times av- 

erage earnings. | 


Land-price inflation has spread ct | 


to the provinces. Last year, property 

prices leapt by 59% in Osaka and 67% in 
Kyoto. At current property prices, Japan is 
worth four times more than the United 
States, which is 25 times bigger. Much of it 
is now out of the reach of ordinary Japanese 


The freefall of the Tokyo oid down by 27% so far this year, has 
aised understandable fears about Japan’ s inflated property market 


- people, Once proud of its middle-class soli- 
. darity, Japanese society is splitting acrimoni- 
ously into two classes: the super-rich who 
were lucky enough to be buying their own 


and the newly unwealthy who have had to 
abandon all hope of owning a home of their 
own. Such divisiveness has become political 
dynamite. 


For the past couple of years, the govern- 
ment has been trying to tether soaraway 
land prices without bursting the speculative 


bubble. High land prices have also been sin- 
gled out by American ttade negotiators as 


one of Japan's six big ' id barriers 
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- ing is one way of trying to slow the gr 


homes before the property market took off,. another. Late in March, the Minist 


growth. in property loans (which exp: 


| ord must be less than the i 


. month to loca 


| government is also thinking of boli 


to foreign imports. The American: 
pan to make its urban farmers pay 
taxes as local residents. Because of 
able taxes for holding agricultural lari 
punitive ones for selling it), some 
hectares of land is farmed within the 
Tokyo area. A further 30,000 hec 
empty by factory owners, govern: 
cies and the former state-owne 
There is enough spare land in To 
around 4m more houses to be built i 
big enough to have their own gar 
— - Increasing the supply of land fo 





















































property prices. Stemming the m 


nance slapped a limit on the pr 
lated loans that banks and other 
institutions can make. Henceforth, 


by 14.1% during the fiscal year that. has 
: growth i in loans (10. 9% last ope 


re to ado but: also oe onstri 
firms, leasing. companies. and 
bank institutions. | 
-Lately, the. 
iiad to stronger measures. Thed | 
land Agency sent out instru 





i governments to i 
new w surveillance yom that will abet 
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zoning restrictions on building. T 
struction ministry is taking power 
idle landi in 1 cities at the s same rate à 


the i new tax am "lb persudi 
farmers—many o of whom c 


the odd fruit tree on cere 

. fields—to sell their spare land. 
Will ic work? As property p 
soared across Japan, assessmen Vi 
for tax purposes have failed to k 
the cities, assessment values of 
land are now less than a third of 





































vould need to sell merely the odd sliver 
ay the new inflated property taxes and 
h duties for years to come. 


curity blanket 

curitisation might help Japan's bloated 
operty market. Despite the size of its f- 
ncial markets, asset securitisation in Ja- 
n is still in its infancy. The finance minis- 
‘has had a couple of committees looking 
the regulatory changes needed to allow 
uctured finance" to be used more 
lely. There had been little real urgency 
reform—until land prices went through 
- roof and then looked as though they 
ght crash back down again. Now, many 
vesses are clamouring to learn more 
it securitising commercial-property 





apanese brokerage houses are scram- 
into the business. Daiwa, Japan's sec- 
d biggest securities firm, has formed a 
tn iin with Goldman Sachs to Ad 













1 thi yan reliées. construction company to 


1, DC. Ownership is to be split into pack- 
ges for sale to individual Japanese inves- 
acs. “Small-lot” investment in Japan allows 
a individuals a a tax shelter where in- 


dee at T 14 of t the 2 assesse d ve value, farme ——— 


uild a 13-storey office block in Washing- - 


The government is suddenly keen on 
property securitisation for other reasons. It 
has a mind-numbing problem in the form of 
the ¥37 trillion ($230 billion) debt that Ja- 
pan National Railways (NR) accumulated 


before being privatised five years ago. To re- 


pay as much possible, the JnR Settlement 
Corporation has the job of getting the best 
price possible for some 8,200 hectares of 
spare railway property—including the huge 
but disused Shiodome marshalling yard in 
central Tokyo. The value of this 21-hectare 
site alone is put at ¥6.9 trillion. The ques- 
tion is how to get it on to the market with- 
out sending prices plummeting. 

Shiodome will be the first big chunk of 
commercial property in Japan to be securit- 
ised. Banks will finance the disposal by offer- 
ing convertible loans (ie, mortgages that can 
be exchanged later for a piece of the prop- 
erty). Smaller investors will be encouraged 
to take a stake. If the JNR securitisation goes 
smoothly, says Mr Eisaku Kaneko, the Nip- 
pon Credit Bank's senior research officer, 
other deals will follow quickly. Within a de- 
cade, he. believes, the market for asset- 


. backed securities could rival the TSE in size. 


Wishful thinking! Not entirely. The 
commercial banks are among those who are 
having to consider their financing needs. 
With the stockmarket in retreat, they are 
finding it hard to raise the capital they need 
to meet the capital ratios laid down by the 








will soot be badgering he fr nance ministry 
for permission to securitise various assets, 
especially their ¥250 trillion of corporate 
loans. Securitising some of this huge pool of 
assets will probably start later this year. 

The government, too, is likely to be a 
big user of securitised products. The Ameri- 
cans are pressing Japan to increase its spend- 
ing on public works (another “structural” 
barrier to trade), just as the Japanese govern- 
ment is struggling to get its soaring public 
debt under control. Huge new infrastruc- 
ture projects (Tokyo's third airport, another 
bridge across the Inland Sea to Shikoku and 
a superfast train between Tokyo and Osaka) 
are prime candidates for financing by 
securitised loans from the private sector. 
Moody’s, an American bond-rating agency, 
expects the Japanese government's Housing 
Loan Corporation, with Y30 trillion in out- 
standing loans, to raise funds in future 
through private placements of securitis- 7 
loan products. 

lo make all this happen, says Nippon 
Credit's Mr Kaneko, Japan is going to need 
a regulatory bridge between its property and 
capital markets. As the former looks in a 
precarious state, the official bridgebuilders 
are starting to draw up plans. Nobody can 
be sure they will be in place soon enough to 
help ease Japan's property market down 
from the stratosphere. 
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LD Tokyo hands will recall some- 
AJ thing called "the weight of money”. 
This was a 1980s argument that said that 
Tokyo share prices would go on rising be- 
ause of the surplus savings of Japanese i in- 
ividuals and the inn of the country's 
xporters. It was a simple truth, but one 
hat had two, readily forgotten, provisos. 
)ne was that the money would keep com- 
ig in ever heavier quantities; the other, 
lways odd, was that it had nowhere else 
o go but into shares. 

Neither dubious proposition any 
longer holds up. Japan's current-account 
surplus looks likely to fall to $40 billion 
this year, against a peak of $87 billion in 
1987. Japanese individuals are ar last get- 
ng to spend, via higher wages and infla- 
on, more of the income that corporate 
apan earned in the 1980s. What they do 
ave, directly or through institutional in- 
estment, has a wider choice of homes. 

P Drain off e. rius oup re- 
















ection in a which t to iras end The 


Nikkei 225-share index, at 28,249, has 
fallen by 27.496 since its December peak. 
Japan still has a heavy weight of 
money, but as well as not growing as it did, 
it is now also flowing outwards into for- 
eign equities, property and companies, 
whilst deregulation and competition are 
providing new alternatives at home. This 
probably, and thankfully, spells an end to 
Japan's decade-long “cult of the equity", 






in which investors were less attuned to 
value than to the seemingly safe gamble 
on domestic equities that only went up. 

Before the 1980s, the last time that the 
world turned equity into a cult was a time 
when its newly-strong economic super- 
power was reaching the apogee of its fi- 
nancial power, and its multinationals' di- 
aspora was running into nationalistic op- 
position. That was America in the 1960s. 
Remember the Nifty Fifty, the most 
traded American shares that were then 
selling on unbelievably high price-to-earn- 
ings ratios ín a market that thrived on ru- 
mour and themes? For Wall Street then 
read Tokyo today. 

If history is to repeat itself, expect the 
investment in equities by Japanese pen- 
sion funds to have peaked. For 15 years, 

the American stockmarket marked 
time, as subsequent earnings growth 
was used not to power share prices 
but to buy in the fancy multiples. Sim- 
ilar slow times in Tokyo could lie 
ahead. A few old hands remember 
when traders could spend a whole day 
playing cards without a trade. À lead- 
ing brokerage house, Yamaichi Se- 
curities, nearly. went belly up. Today, 
rumours of like mishaps swirl around 
some securities s houses i in Tokyo. i: 
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[ out of warranty 


Japanese equity warrants have kept many Eurobond houses in business. 


Can these survive without them? 


UROBOND houses’ persistent moan- 
ing about the unprofitability of the 
Euromarkets is all too familiar. They have 
done little to remedy the situation, largely 
because they have been minting money 
from Japanese equity-warrants. Last year, 
Eurobond houses made more than $2.5 
billion from this booming sector of the 
market. Now, though, they are paying 
dearly for their sloth, as new issues dry up 
and warrant prices plunge. Deprived of 
this little earner, many Eurobond under- 
writers face a grim future. 

The Nikkei 225-share index’s 27.4% 
fall since its peak has wreaked havoc in 
' the Japanese-equity-warrant business. On 
April 2nd the average price of Eurodollar 
warrants monitored by James Capel, a 
British stockbrokerage, had slipped to 
$14.27, down by more than 60% since the 
end of last year. 

New-issue business has been severely 
dented. In the first three months of 1989 
there were 190 Japanese-equity-warrant is- 
sues worth a total of $20.4 billion. In the 
first quarter of 1990, 65 issues worth $3.8 
billion were launched. If this low level of 
activity continues in 1990, underwriters 
could lose over $1 billion in potential 
earnings. 

In particular, the big four Japanese se- 
curities houses—Nomura, Daiwa, Nikko 
and Yamaichi—feel the change. They or- 
ganise more than 95% of issues and their 
earnings from Japanese equity warrants 
made up some 25% of their pre-tax profit. 
Yet the Japanese have plenty enough fi- 
nancial resources to weather the storm. 

The question is whether big firms, 
such as America’s Merrill Lynch, and 
some second-tier Eurobond houses will re- 
main in the game. Merrill Lynch in 
London, kept ona short leash by its 
New York masters, has already cut 
back. In the first quarter of 1989 it 
launched 16 public issues, worth 
$2.1 billion. In the first three 
months of 1990, Merrill organised 
just two deals, worth $240m. Small- 
er houses have been using their 
earnings from equity warrants to 
subsidise their participation in less 
lucrative Euromarket issues like 
fixed-rate-Eurodollar deals, and to 
shore up their position in the Euro- - 
bond league tables. 

Second-tier houses are also be- 
ing squeezed by the spread of car- 
tel-like “fixed-price-re-offered” 

sues. These differ from Cadiucnal 





Eurobond deals, in which the lead man- 
ager sets the price and smaller houses are 
invited to join the deal as junior manag- 
ers. In fixed price re-offerings, a small 
group of big underwriters agree among 
themselves to sell the bonds at face value 
and take a fixed commission. There is no 
room for bit players with weak placing- 
power. Since they were pioneered by Mor- 
gan Stanley in September 1989, such re- 
offerings have caught on fast, and more 
than $21 billion-worth have been 
launched. 

The slump in the Japanese-equity-war- 


rant business has shown up the chink in 
the armour of three of the four big Japa- 


nese securities houses, making their domi- 
nation of the Eurobond rankings over the 











past couple ef years looksl 


Last year it led 23. Yamaichi and Nikl 
only lead-managed 16 fixed-rate Eurodo 


These include Credit Suisse First 


. mark American ten-year Treasury bond 
yielded 8.63%, against 8.43% for the com 
























































umph. Stripped of their warrant busir 
Yamaichi, Daiwa and Nikko have ti 
bled down the rankings in the first qua 
ter of 1990. Only mighty Nomura has nt 
budged at the top of the league tables, su 
gesting that its policy of diversificat 


has paid off. For instance, in 1987 Ni 
mura managed only 13 Eurodollar i issue 


lar deals between them. 

Meanwhile, houses with expertise : 
European currencies (pius hordes of eag 
private investors) are making a comeb: 


Deutsche and Union Bank of S 
(UBs). UBS is benefiting from its fait 
the ecu-bond market. In the first qua 
of 1990 banks launched issues worth 
tal of 4.5 billion ecus ($5.4 billion). UBS 
more than one in four of those. — ^ 

Deutsche Bank is enjoying a surg 
D-mark issues. In 1989 banks organi 
deals worth DM28 billion ($16.5 billio 
In the first three months of 1990 the 
have been DM11.9 billion-worth of: 
sues, compared with a total of DM8.2 bil 
lion for the same period in 1989. West 
German bond yields are coming into line 
with those on dollar bonds, tempting in- 
vestors to switch. On April 4th bench: 


parable benchmark West - 


“bunds” . 

Money-making opportunities in t 
Eurobond market look likely to be few 
and far between in 1990. Any resurgence 
in the Japanese warrant market could be 
undermined by the determination of Ja 
pan’s finance ministry to pull it back tc 
Tokyo. It is already cheaper to issue ye 
denominated warrants. They cost rough 
3.4% compared with over 3.5% for Euro- 
dollar issues. Over the first couple. 


German 


denominated issues were pushed o 
compared with $2.45 bil lion for t 
whole of last year. jo AND 
If interest rates continue tol 
saw, floating-rate notes (FR 
could come back into vogue. Tt 
market is already starting to bu 
ble. In the D-mark sector DN 
billion of FRNs were issued i 
first quarter of this year; in the fi 
quarter of 1989 there were not 
Securitised deals—such as th 


uity-warrant business means the 
is plenty of room to fill. 








-of the fog of diplomatic waffle, the 
ape of a future European economic 
monetary union (EMU) is emerging. 
le much remains to be settled, there is 
consensus among 11 of the European 
wnunity's dozen members on the main 
ires of a new central bank, already 
bbed the "Eurofed". By the time of next 
:mber's intergovernmental conference, 
U will look like a bird ready for hatching. 
e Twelve's finance ministers and cen- 
ral-bank governors met at Ashford Castle 
e west of Ireland on March 31st. The 
oints on which they agreed (save for 12th- 
man Britain) were: 
Independence, The Eurofed will conduct 
monetary policy free from political interfer- 
ce, though there is still room for argu- 
nt over West Germany's demand that na- 
nal central banks should be made 
adependent of their governments as well. 
. Exchange-rate policy. France and Brit- 
in wanted to leave the council of finance 
iinisters in charge of exchange-rate policy 
nd currency intervention. West Germany's 
ndesbank favoured much more indepen- 
ice for the Eurofed. The castle compro- 
is for the finance ministers to set the 
icies, and for the Eurofed to run day-to 
management and intervention. 
aking supervision. The Bundesbank 
as won the argument that Europe should 
py the West German model, which sepa- 
ites monetary policy from supervision. Na- 
onal authorities will therefore be left 
iainly in charge of supervision. 
Regional aid. The Community's poorer 
bers wanted EMU to be tied to a boost in 
onal aid. As EMU will deprive them of 
freedom to devalue, they fear they may 
unable to adjust to economic shocks 
t a lot more unemployment. North 
"s response was that EC regional aid is 
eady doubling over the five years to 1992, 
hat is enough. The North will get its 


ay: EMU will not entail any extra regional. . 


But, by previous agreement, the re- 
onal aid system is in any case due to be 
vised before the end of 1992, — 


92 







€ Central control of budget deficits. 
Should the council of finance ministers be 
able to order governments to reduce their 
budget deficits—and, if necessary, impose 
sanctions? The Delors report of a year ago 
called for centrally-set binding rules. The 
commission is now retreating a bit. Its paper 
last month called merely for "binding proce- 
dures". Member-states should set their own 
budgets, but submit them to the council for 
approval: only the most profligate countries 
would be told to make cuts. 

At Ashford Castle the ministers re- 
ceived a fresh report on EMU from the EC's 
monetary committee, which consists of top 
central-bank and finance-ministry officials 
who do not have to consider practical poli- 
tics. They advocated stringent budgetary 
rules. If peer pressure fails to influence a dis- 
solute member, the report proposes a series 
of sanctions: the withholding of EC funds, 


prosecution in the European court and su 


pension of EMU membership. | 
Mr Theo Waigel, the West German fi- 
nance minister, supported this tough ap- 
proach. The West Germans do not want 
their interest rates to rise because of spend- 
ing sprees elsewhere in the Community. 
Ministers in some of those likely 
spreesters— eg, Italy, Belgium and Hol- 
land—also want hard rules because they feel 
unable to cut their high deficits unless or- 
dered to. Mr John Major, Britain's chancel- 
lor of the exchequer, said he would accept 
"binding surveillance", but no compulsion. 
Mr Pierre Bérégovoy, the French finance 
minister, last year approved of the Delors re- 


. port's strictness. Now he is sceptical of the 


worth of sanctions. In the long run, the 11 
countries will probably accept the commis- 
sion's "binding procedures." | 

. The biggest row was more about sym- 


bols than substance: should EMU involve the 


abolition of the various EC currencies in fa- 


vour of the ecu, or should the old names be 
“kept even if monies are permanently glued? 


. Mr Karl Otto Pöhl, the Bundesbank presi- 


dent, attacked the commission paper's idea 
that the ecu should replace the D-mark. 








economic management. He suggested that 
the EC's own budget should grow from 396 
of EC public spending to 5%, so that it could. 
have some macroeconomic impact. No min- 
ister agreed with him about such centralism, 
but some liked his second idea: that the fi- - 
nance ministers should co-ordinate mem- 
bers' budgets in order to achieve a Commu- 
nity-wide fiscal policy. 
Mr Major dismissed such Keynesian de- 
 mand-management as outdated, but his fel- 
low ministers rather liked this British new 
boy. His opposition to the idea of EMU did 
not prevent him from playing a constructive 
role in the argument. Mr Major seemed tö 
his Europeers to have decided that, whether 
the 12th man likes it or not, the Eurofei 
taking shape. 





European insurance ——— : 
Safety in numbers 


T WAS heralded as “the first full cross- - 

border merger within the EC in the field 
of insurance, banking and other services". 
But describing the link-up announced on 
April 2nd between Belgium's biggest insur- 
ance company, Groupe AG, and Holland's 
third-largest insurer, Amev, as a merger is 
wishful thinking. The deal looks more like a 
recipe for a muddle than a marriage. 

To create an insurer that will rank in th 
top 15 in the EC (with combined premium 
income of $4.5 billion in 1989), both groups 
are pooling their businesses in a joint ven- 
ture in which they will each have ane ' ' 
stake. According to the two companies’ i - 
servative sums, Amev is putting in assets 
worth BFr21.4 billion ($611m) more than - 
those of AG. So AG has agreed to split the 
difference, paying its Dutch partner BFr10.7 
billion. That is a raw deal for Amev's share- . 
holders, and allowing AG to spread its pay- - 
ments over ten years makes it worse. 

Nevertheless, Mr Jonathan Walker, an 
analyst at London's Kleinwort Benson, reck- 
ons that the two are a good strategic fit. 
While home-loving AG does 8596 of its busi- 
ness in Belgium, Amev has built up a strong 
international presence, notably in America. 
Both partners also believe in linking insur- 
ance with banking. Amev is about to merge - 
with vss Groep, Holland's biggest savings 
bank, with which it has a cross. 
shareholding. AG owns Metropolitan Bank, 
a small Belgian outfit. — i 

The problem, though, is that the two 
headstrong partners treasure their indepen- 
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This is the sound of silence. 
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There are about 1,900 car models in the world. 
Apparently, 


andas. ues ihr td environment for the driver. 


Do all of them really do all of this? 





Missing word list: 
ergonomically sound 
unique 
generous 
maximum 
luxurious 
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Saab accounts for less than one per cent of the world car 
output. 

The first Saab automobiles were designed by aircraft 
engineers. They understood that conv 'entional wisdom was 
not what the car industry needed. What was needed was 


innovation. 

Saabs may not look large. Yet the Saab 9000 is the only 
imported car in the USA rated "large" by the Environ- 
mental Prote ction Agency. As CAR and DRIVER put it, 
Saabs are "groome -d for the job of mov ing people and 
cargo e ffortle ssly” 





The Saab 900 Turbo 165 


Saabs may not look power performers. Yet, at the Talla- 
dega International Speedway in Alabama, USA, three 
tandari Saab 9000 Turbo 16’s ran at full throttle for tw enty 
days and nights. At average speeds of 213 km/h, including 
pit stops, they broke the 100,000 kilometre world speed 
endurance record. (That’s two and a half times around the 
equator at 213 km/h.) 

In a Saab, you don't buy perlormanc e at the expense of 
safety. Saabs ranked first in safety in virtually ev ery category 
in a recent survey by the United States Highw ay Loss Data 
Institute. 

German auto, motor und sport were moved to write: “In 
snowstorms at the Arctic circle, in rush-hour chaos or at full 
throttle on the autobahn, this car inspires confidence, and 
creates a feeling of security and safety.” 





SAAB Do as this motoring journalist did. Get behind the 
wheel of a Saab, and judge for yourself, 


For more information contact Saab Response Service, Box 3070, S-6ll 03 Nyköping, Sweden. Fax: + 46155-12484. 


-ONOMIST INTELLIGENCE UNIT 


BUE LACUS 


n the fast moving travel and tourism industry, it is 
vital to be informed of significant changes in order 
to take th 


















































nght business decisions. 

Travel Industry Monitor is a new monthly publication 
from The Economist Intelligence Unit. It provides 
industry managers with the incisive analvsis and clear 
interpretation of key developments which thev need to 
stay ahead. 





Each month analvses will include: 

KEY MARKETS — travel trends and patterns of 
behaviour 

LEGISLATION — rulings and policies as they : 
both suppliers and consumers 
SPECIFIC MARKET SEGMENTS — 
travel, special interest, senior citizen 
KEY PLAYERS — performance of airline 
operators, etc 

DESTINATIONS — major and emerging region 
NEW TECHNOLOGY — reservation systems and 
marketing strategic 


fect 
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hotels, tour 











In newsletter format, Travel Industry Monitor is for 
the decision maker who needs up-to-date objective 


information on important issues, professionally 


pre 





sented in an accessible format. 
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dence. Not only will each keep its own stock- 
market quotation, but the teams running 
their joint operations will be made up of 
equal numbers of Amev and AG staff. This 
rule-by-committee will make it doubly diffi- 
cult to exploit economies of scale. The most 
obvious one would be to scrap one of the 
two head offices—which may explain why 
managers on both sides have come up with a 
structure that safeguards their jobs. 

The official line is that until tax and reg- 
ulatory regimes are harmonised throughout 
the EC, a full union is impossible. But such 
hedging has simply fuelled the suspicion 
that Amev and AG's urge to merge springs 
more from fear than strategic foresight. 





London exchanges merge 


Marriage contract 


€TOVE'", said H.L. Mencken, "is the tri- 
umph of imagination over intelli- 
gence." On April 4th the supremacy of the 
latter was proven when London's traded-op- 
tions market (LTOM) and its financial-futures 
exchange (LiFFE) announced their wedding 
plans. After nearly three years of a most un- 
promising courtship, that came as some- 
thing of a surprise. 

LTOM's position under the stifling wing 
of the International Stock Exchange (Ise) 
has been as uncomfortable as it has been il- 
logical. While options on the FT-SE 100-stock 
index are traded on one side of 
Throgmorton Street, equivalent futures are 
traded on the more vibrant exchange across 
the road—and, it seemed, ne'er the twain 
should meet. 

Two and a half years ago LiFFE ap- 
proached the IsE with the aim of merging the 
futures and options markets. Yet realising 
that, at worst, it would have to come under 

e bureaucratic stock exchange's ambit, 
«ad, at best, share dual management, LIFFE 
backed off. Since then, the exchanges have 
been unable to agree on either a common 
margining system or, more recently, a com- 
mon souvenir shop. 

The new harmony has a simple cause. 
Early last week Mr Pen Kent, a mandarin at 
the Bank of England, summoned the chair- 
men and chief executives of LIFFE and the ISE 
to tell them that the Bank would not toler- 
ate the shame of the City of London's frag- 
mentation in the face of fast-modernising 
markets in Paris and Frankfurt. Those sharp 
words had swift effect. 

More intriguing than the triumph of 
intelligence is a new-found sense of power at 
the Bank, whose influence has increased 
with the confusion that the City's deregula- 
tion has sown. The Bank is also making a 
habit of stressing its independence from the 
Treasury. Who knows where it will end? 
————————————Á——— —— 
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Australian banking 


Mutual attraction 


USTRALIA and New Zealand Banking 
Group (ANZ), Australia's second big- 
gest bank, has outflanked its rivals in the 
country's tight domestic banking: market. 
On April 2nd it announced proposals to 
merge with National Mutual Life Associa- 
tion, Australia's second biggest insurer. The 
new group, which—assuming the deal goes 
through—will be called ANz-NM Banking 
and Insurance Group, would be Australia’s 
biggest financial-services outfit, with control 
of some A$1 70 billion ($130 billion) in com- 
bined assets. 

The deal sidesteps the problems Austra- 
lian banks have in trying to expand. The 
country’s big three banks, Westpac Banking 
Corporation (which has assets of A$108 bil- 
lion), ANZ (A$90 billion in assets) and Na- 
tional Australia Bank (NAB, with assets of 
A$83 billion), already con- 
trol 65% of Australia’s 
banking market. It is a mar- 
ket which is curdling. Aus- 
tralian banks are suffering 
from a weak economy, with 
interest rates of 1796; they 
have lent rashly to entre- 
preneurs; and they also 
have problem loans in New 
Zealand. Banks’ asset 
growth has stalled, and bad 
loans have mushroomed. 
Westpac raised its bad-debt 
charges by 78%, to 
A$579m, last year; ANZ had 
domestic bad-debt charges 
of A$308m in 1989, up by 
16.2%. 

Last year a possible 
marriage between two of 
the big three was banking- 
society gossip. Romance seemed to be blos- 
soming when ANZ and NAB bought small! 
stakes in each other. Then the Labour gov- 
ernment, keen to gain political kudos before 
last month's general election, withdrew its 
consent, dashing any hopes of marriage. 

Although billed as a merger, the deal be- 
tween National Mutual and ANz is really a 
takeover by ANz. National Mutual will, for 
the first time, issue shares in itself to give 
ANZ a 5196 stake, for which the bank will pav 
A$3.4 billion. As part of the deal, ANz also 
gets National Mutual Royal Bank, based in 
Melbourne. With assets of A$4.5 billion, i: 
is jointly owned by the Royal Bank of Can- 
ada and National Mutual. The bank has a 
price tag of A$400m, or about 1.3 times its 
net asset value. This looks cheap compared 
with the A$2 billion, or 2.5 times book 
value, that NAB paid for Yorkshire Bank, a 
British bank, last January. 

For the merger to go through, National 


Mutual policyholders must approve it— 
which they will probably do on May 29th. 
Not only are they being offered 4996 of a 
newly enlarged business with A$5.1 billion 
in reserves; they are also being offered A$1 
billion in cash over the next five years. Nor 
will the Australian Federal Reserve. Board 
and the Insurance Commission allow ANZ to 
consolidate the balance sheet of National 
Mutual with its own. ANZ's holding will in- 
stead be classed merely as an investment. 
National Mutual has a 2596 share of the 
Australian life-assurance market. Last 
its total premium income was A$4.9 billion. 
ANZ is linking up with a dynamic business. 


For the past five years Australians have been 
switching from savings accounts at banks tò 
unit trusts and superannuation funds run by 
life-insurance companies. In 1984-89 bank 





core savings accounts shrank by about 1.596 
annually. Superannuation funds grew by an 
annual 2596, unit trusts by 3596. 

The response from ANZ's two rivals is 
likely to be muted. A second big purchase to 
follow that of Yorkshire Bank would ruin 
NAB’s capital ratios. Westpac might go for a 
merger with Australian Mutual Provident 
(Amp), the country's largest insurance com- 
pany, which has assets of A$50 billion bur 
has little need of a capital injection. Or it 
could try to snap up a couple of regional 
banks, such as Advance Bank, in New 
South Wales, and Challenge Bank, in West- 
ern Australia. These would give Westpac 
less than A$10 billion in extra assets, so in- 
stead it might be tempted to buy a retail 
bank abroad, most probably in America. 
Given the dismal experience of foreign 
banks in America, ANZ can be forgiven for 
thinking it has found a safe haven at home. 
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ALL Street's hunt-in-a-pack analysts 
V are raising the spectre of a coming 
it crunch that could send the American 
iomy into recession. Alreadv, they have 
ipegoat: the Office of the Comptroller 
ie Currency, responsible for monitoring 
financial health of America's nationally 
rtered banks. 

The comptroller, Mr Robert Clarke, is 
er attack for i imposing tough new stan- 
s in examining banks' property-loan 
os. The criticism has intensified as a 
f banks have been forced to an- 
ce big increases in their non-perform- 
ans, mostly property-related ones. 

ne credit rot in America’ s property 


other oil states in the mid-1980s. 
ry leading Texan bank either 
went bust or had to be rescued. It was 
at dismal experience which con- 
aced regulators that they had to get 
ugher with ailing banks faster. 
_ That lesson is being applied most 
"cefully in New England, which suf 
rs from a weak economy, a glutted 
xoperty market and, now, a credit 
contraction. At the turn of the year, 
ank of New England was forced to 
acel a previously announced divi- 
d, report $1.1 billion of losses for 
59 and dump its go-for-growth 
airman, all as a result of a two 
month inspection of its loah portfolio 
team of Mr Clarke's examiners. - 
cently, Fleet/Norstar said that an 
ection suggested a rise in its non- 
orming loans to $600m at the end 
he first quarter, compared with $400m 
ed at the end of 1989, Examiners may 
No | conclude a still bigger increase is 





rue, Bank of New England has the 
st percentage of property loans (3496) 
‘loan portfolio of any big American 
- Yet nearly every American bank lent 
/ily against property during the 1980s. 
ks hold some $350 billion cf commer- 
property loans and $450 billion of other 
of property loans. Worse, most banks 
nued last year to expand their property 


n. 1989 property loans accounted for 
than half the $168 billion net increase 
nks’ assets. 

his addiction to: property alins why 
larke’s men always seem to unearth big 
ms whenever they enter a bank. The 
increase in non-performing loans 
prompts credit-rating agencies to 
| of the particular bank's 
ds. on its bonds to rise. 








ng, even though markets were going- 


Consequently, creditors are balking at the 
providers of credit (ie, banks). 

Nor are banks’ problems confined to 
New England. The examiners are also active 
in the south-east. And property lending and 
eager regulators pose a problem for Ameri- 
ca's biggest money-centre banks, despite 
their more balanced businesses. Citicorp's 
chairman, Mr John Reed, recently told ana- 
lysts that non-performing property loans 
would continue to rise in 1990. At the end 
of 1989 Citicorp had $1.2 billion of non- 
performing property loans, 12.6% of its to- 
tal. Citicorp expects the examiners in June. 
These have already arrived at Chase Man- 
hattan. At the end of 1989 it had $982m of 





Comptroller Clarke’s whirlwind tour 


non-performing property loans in a total 
portfolio of $9.2 billion of such loans. 

The American regional market that 
looks strong—for now—is California. But 
will California in two years’ time be where 
New England is today? Stubbornly bullish 
bank analysts claim not. One reason is that 
California's office-vacancy rates are still be- 
low the 20% national average, though they 
are rising fast. Another is that foreign 
banks, led by the Japanese, seem to have fi- 
nanced the final stages of California’s re- 
cently ended property boom. Yet for this 
very reason California is an economy which 
may be adversely affected by this year’s col- 
lapse of the Tokyo stockmarket. Foreign— 
mostly Japanese—banks account for an esti- 
mated 28% share of banks’ commercial and 
industrial loans. 

Apart from the bankers themselves, 
those most agitated by the regulators’ new 
stringency are Wall Street banking analysts. 
They have been wrongly bullish on bank 
shares in recent months. Bank shares are 





~~ down by about 30% from their 1989 peaks, 





compared with a stockmarket which is off 
only 5% from its 1990 all-time high. 

These concerns prompted Mr Clarke to 
hold a meeting on April 4th with about 50 
bank analysts. The purpose was to explain 
how bank examiners assess property loans. 
The comptroller’s office argues that its regu- 
lators are merely enforcing existing stan- 
dards, after a period during which many 
banks chose to ignore some of the tradi- 
tional ground rules of prudent property 
lending. Miss Kristina Andersson, a bank- 
ing analyst at Kidder Peabody, agrees in a 
backhanded sort of way. She says: “The reg- 
ulators are doing the job they should have 
done all along.” 

The comptroller's office also denies a re- 
port by Mr. Thomas Hanley, the senior 
banking analyst at Salomon Brothers, that 
Mr Clarke has told his examiners to “mod- 
erate their approach”. Mr Clarke’s office 
says it plans to review the propert-^ 
portfolios of every leading national 
chartered bank this year (which is 
lucky for state-chartered banks, such 
as Manufacturers Hanover). Bank 
examiners need to be tough in order 
to stop banks lending themselves into 
oblivion, at which point history dic- 
tates that the taxpayer will pick up 
the bill. 

Property is not the only kind of 
lending that is worrying regulators. In 
addition to third-world debt, where 
banks such as Chase, Citibank, 
Chemical Bank and Manufacturers 
Hanover have made provisions for 
less than half their total exposure, 
there are also those loans defined as 
highly leveraged transactions (HLT). 
The comptroller’s office plans to “re- 
new its interest" in HLT portfolios this 
year. There is plenty to be interested 
about. Another New England bank, Bank of 
Boston, has a $5.3 billion HLT portfol 
equal to 252% of its equity. Two otl... 
highly highly-leveraged lenders ate NCNB of 
North Carolina and San Francisco-based 
Wells Fargo, both long-standing favourites 
of Wall Street analysts. NCNB has an HLT 
portfolio of $4 billion, or 13596 of its equity, 
and Wells Fargo an exposure of $4.2 billion, 
14796 of its equity. | 

These various exposures, when com- 
bined with the pressure to raise capital, ex- 
plain why most Ámerican banks do not ex- 
pect to increase their lending this year. 
Instead, they are striving to make their bal- 
ance sheets more liquid, both by buying in 
securities and securitising their own loans. 
For whether this amounts to a coming credit 
crunch, or just to common sense after eight 
years of continuous economic growth (what 
Mr Lawrence Kudlow, chief economist at 
Bear Stearns, calls "cleansing lending prac- 
tices")—watch this space. 





The once and future weather 


Change is the rule, not the exception, for the climate; and the turmoils of 


e past can, by Ment study, be reconstructed. Such studies of yesterday's 
changes can throw light on today's climate, and tomorrow's 


HE weather is a peculiar mix of the sin- 
gular and the repetitive. Every 
cloudscape is unique, but it is easy to learn 
which ones are the harbingers of rain and 
which of thunderstorms. This is because the 
weather is not random. Its ceaseless change 
is patterned, coming in cycles ranging from 
minutes to millennia. A computer that sim- 
ulated 1,000 years of the world’s weather 
never see the same day twice. But nei- 
would it see any vast change in the 
weather's broad characteristics. 

Such regularity is called the climate. 
The climate defines the limits within which 
weather patterns will vary. A great deal of 
variation—storms one winter, bitter cold 
the nex, a run of unusually dry 
summers—can be accommodated within a 
stable climate. But the climate itself is not 
immune to the cycles of change seen in the 
weather. It changes too—slowly but surely. 

This sort of change can clearly be seen 
in recorded history. The most dramatic ex- 
ample is the Little Ice Age, which lasted 
from the thirteenth century to the end of 
the eighteenth. Glaciers grew larger in Nor- 
way and the Alps, Atlantic pack ice spread 
further south than it did before or has since. 
The Thames froze solid around London 
Bridge. The average temperature in Europe 
was probably 1°C less than today. 

Studying something as slow as climate 
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change presents problems for mortal scien- 
tists. And, like all aspects of the weather, cli- 
matic change is hard to theorise about. The 
complexity of all the interlocking cycles 
makes it impossible to produce neat predic- 
tions. But twentieth-century scientists now 
have something more than theory. They 
have an experiment. 

In 1800 carbon dioxide (CO;) made up 
0.028% of the earth’s atmosphere. Now it 
makes up 0.035%. This tiny fraction of the 
atmosphere amounts to an enormous num- 
ber of molecules. And unlike the molecules 
that make up most of the atmosphere, CO; 
is particularly good at absorbing heat. At- 
mospheric CO, sits like a duvet around the 
world, ensuring that not all the warmth 
which arrives as light from the sun is radi- 
ated away. Mankind has been restuffing the 
duvet, notably with CO,, but also with 
other heat-absorbing molecules, like meth- 
ane and the CFCs. 

Changing the way that the sun heats the 
earth sounds like a sure way to change the 
climate. Predictions about the outcome of 
the experiment are in great demand because 
climate change—when and if it comes—can 
have all sorts of consequences. The Little Ice 
Age changed the pattern of fisheries in the 
Atlantic and wiped out the English vine- 
yards of the early middle ages. lt seems to 
have been responsible for the crop failures 





that led to famine in fourteenth-century Eu- 
rope. In effect, it stopped the Vikings reach- 
ing America via Iceland and Greenland (a 
colony wiped out by the harsh weather). 
How different would history have been if 
Columbus had needed to learn a patois of 
Iroquois and Old Norse? 

The increased amounts of CO; in to 
day's atmosphere could conceivably cause a 
shift in climate considerably larger than that 
of the Little Ice Age. Nobody can tell for 
sure, so scientists need other worlds in 
which to study the huge, uncontrolled ex- 
periment going on in this one. Some look to 
worlds inside computers. Others look to the 
worlds of the past. 


In living memory 

Reliable records of the climate are compara- 
tively recent; few are more than a couple of 
centuries old. But meteorologists are not the 
only ones who record climate. Crop yields 
can do so, so can diarists. To measure the 
cloudiness of summers past, Dr Hubert 
Lamb, one of the pioneers of climatic his- 
tory, has even used paintings by British and 
Dutch artists (among many other things). 

Even with such cleverness, historical 
studies can go only so far. Not much was 
written down—or painted—about anything 
more than 3,000 years ago. Archaeology can 
stretch the record slightly by discovering 
when people cultivated the tops of hills and 
when they stuck to warmer valleys, and by 
showing which animals they ate. But there 
comes a limit beyond which only non-hu- 
man witnesses will do. They are the only 
ones that can speak of the 4 billion years of 
changing climate which came before the 
10,000 years of semi-civilised man. 

Some of the evidence is inanimate. Gla- 
ciers grow and shrink, and in so doing 
scratch the face of the earth beneath them. 
Lakes expand, contract and freeze. Storms 
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1ose written in the patterns of life. Life 
ckly adapts to the vagaries of its environ- 
ent, so it bears the imprint of the climate. 


trunk. The concentric rings in a cross-sec- 
on record the seasons of the year. They 
so record the climate: when conditions 
ited the tree, it grew faster, and laid down 
oader rings. Cold summers leave thin 
rings, harsh winters curtail growth quickly. 
Where a tree is found is significant in 
self, if you know the tree’s likes and dis- 
es. Pliny the Elder noticed that beech 
8, which in his day grew high in the hills 
on the plains of the north, used to grow 
ome itself. He took this as evidence that 
Italy had got warmer. If, unlike Pliny, you do 
Xt have annalists to tell you where the trees 
lived, you can study the pollen they left be- 
hind. Pollen can be misleading (partly be- 
cause of the wind) but new methods, which 
rely on finding "assemblages" of pollens 
from various plants, are making the tech- 
nique more reliable. 
Bogs, too, are sur- 
prisingly informative. In 

| recent. study Dr Peter 
Moore of London’s Kings 
College was surprised to 
find that old peat bogs all 
-over Europe appear to have 
. put on a spurt of growth in 800 
.BC-600 Bc. Since bogs like it 
old and wet, that might indicate 
in. event like the Little Ice Age - 
possibly one that gave Rome the 
cold climate which Pliny noticed it 
ecovering from). The bogs also 
uggest a cooling around 400 AD, 
d.a later one which might corre- 
ond to the onset of the Little Ice 
itself. 
Animals are less abundant and 
Il-preserved than plants, but they 
ovide clues too. Beetles are particularly 
Ipful. Certain sorts clearly indicate cer- 
n types of climate, and the fact that bee- 
; fly means that as soon as somewhere 
ts them they are likely to colonise it. - 
Bogs, bugs and trees all have a draw- 
ck. At best, they can provide little more 
ight than a set of thermometers and rain- 
iges stretching back over the years. They 
‘ord the effects of climate change. On 
ises they are mute. This is particularly un- 
rtunate for those who wish to predict the 
ture. They need to know about the mecha- 
ms that lead from cause to effect. One pu- 
ve cause of future. change—the build-up 
CO; and the other greenhouse gases—is 
'ady known. It is the effects on which ev- 
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| A tree, for example, keeps a fine record. | 
or a start there are its rings. Each year a _ 
owing tree lays down new wood around its 

















uses, by and large, are invisible. 


come known. Fot the past 2m years ice ages 
have repeatedly frozen the world. During an 
ice age, snow in fairly high latitudes does not 
melt during the summer and permanent ice 
caps form over northern America, Europe 
and Asia, and on the Andes. The root cause 


‘of the ice ages is now established. The mech- 


anisms that lead from cause to effect are be- 
ing disentangled. It is a magnificent achieve- 
ment, and a timely one. Understanding how 
the climate moves into and out of an ice age 


may teach scientists much about what to ex- 


pect as they move into the greenhouse world 
themselves 


The sun's energy lies behind almost every- 


thing that happens on earth. It allows plants 


. to grow and so to feed animals. It evaporates - 
water to provide rain. Fossilised sunshine, 
Stored in the carbonaceous husks of long- 


dead life, provides the energy in coal and oil. 
Today’s sun drives the weather. 

Sunlight does not illuminate the earth 
even-handedly. It shines directly on the 
equator, but only obliquely on the poles, so 

the tropics get hotter. 

The atmosphere acts to 

even out this difference 
by moving warm air to 
cold places. 

If the world were a bil- 
liard ball surrounded by an 
atmosphere, its weather 
would be simple. Hot air 
would rise at the tropics and 
move to the poles, polar air 

would slide down the surface 
towards the equator. But the 
real earth is more complex. For a 
start, it spins, which gives air cur- 

. rents a tendency to twist. Spin also 
brings the warming-cooling cycle of 
day and night. That is exacerbated 
by the oceans, which are slower to 
warm up and cool down than the 
land, and embroiled in their own at- 
tempt to move heat out from the trop- 
ics. There is geography, which puts 
mountains in the way of the winds; and 


"life, which changes the way the land re- 


flects sunlight, how much moisture it re- 
tains, and so on. 

However fraught the details, the sun is 

still the main cause of the weather. As such 


-it also dominates climate, setting the limits 


on the weather. Changes in the sunlight 
reaching the earth change the climate. 

The sun’s brightness does not appear to 
change much. It fluctuates a little, in cycles 


11 years long, but the change in brightness 


is only 0.196 of the total. There is consider- 
able debate about whether that change in- 
fluences the weather, which is unlikely to be 


settled until a few more 11-year cycles have 






ing hinges. Past effects are known; past. been ar 
- things, so 
Some causes, though, have recently be- 








gone. Taking er look at 
me have suggested that the Little 
Ice Age might have been linked to particu- 
larly low solar activity. They point to the low 





numbers of sunspots reported by seven- 


teenth-century astronomers. : 

Even when the sun's output does not 
vary, the distribution of the energy received 
by the earth will—because the way the earth 
faces the sun changes. The earth's axis of ro- 
tation is tilted with respect to the plane of its 
orbit. So from April to September the sun is 
overhead in the northern tropics and the 
north pole is permanently illuminated. 
From October to March the reverse is true 
and the southern hemisphere enjoys its sum- 
mer while the north sits through its winter. 

But the tilt which causes the seasons is 
not fixed. The amount by which the planet 
is tilted with respect to the orbital plane can 
change from 21.8" to 24.4" over a period of 
41,000 years. This means that the 
tropics—the band around the equato 
which the sun can be din -— 
overhead —expand and contract, as do the 
Arctic and Antarctic circles. The broader 
the tropics, the larger the differences be- 
tween summer and winter. 

As well as swinging up and down, the 
earth's axis also wobbles like an off-centre 
spinning top, the poles inscribing circles ev- 
ery 23,000 years. This motion, called the 
precession of the equinoxes, means that in 
12,000 years northern midwinter will fall in 
June. This can also have an effect on the in- 
tensity of the seasons. The earth orbits the 
sun in an ellipse, which means that at some 
times of the year it is marginally closer to the 
sun than at other times. At present, this 
change runs in step with the southern sea- 
sons. In the southern winter, the earth is the 
furthest from the sun, in southern summer 
it is nearest, reinforcing the effects of the 
seasons. The precession of the equinoxes 
will eventually reverse this, so that the 
northern seasons are in step with the o 

. The orbit itself is not stable either. vu 
a period of 100,000 years, it goes from its 
most nearly circular to its most eccentrically 
elliptical. There is a similar cycle that lasts a 
little over 400,000 years. Since the average 
distance from the earth to the sun stays the 
same while the orbit changes, the amount of 
sunlight received in a year will be constant. 
But the variation over the year will change. 

Climatic modellers can show that such 
changes will affect the weather in different 
regions. Seasonal § phenomena—like 
monsoons—can be affected, which can 
mean a large change in the climate for some 
places. However, despite the fact that the as- 
tronomical cycles do not change the overall 
amount of sunlight, they still have long-last- 
ing global effects. They cause the ice ages. 

The idea that the cycles of rotation and 
orbit affect the climate is credited to a Yugo- 
slav astronomer, Milutin Milankovitch, 
who elaborated it in the first half of the cen- 
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tury. For a long time, it was unprovable, be- 
cause the dates of events in the distant past 
were so poorly known. In the past 20 years it 
has risen triumphantly on the back of the 
most important record of past climate—the 
fossilised chemistry of the ocean. 
Despite the efforts of oil companies, 
eawage authorities and waste-dumpers, the 
ire still mostly composed of water. Each 
mdtecule of water contains a pair of hydro- 
gen atoms, which are light, attached to an 
oxygen atom, which is considerably heavier. 
But not all oxygen is the same. Some oxygen 
atoms weigh 16 times as much as a hydrogen 
atom, and some (about 1 in 1,250) weigh 18 
times as much. 
When water evaporates the vapour con- 
tains a greater proportion of lighter oxygen- 
16 than heavier oxygen-18. The molecules 
"bearing oxygen-18 will condense from the 
' vapour more readily too. Normally this has 
no effect on the oceans’ composition, be- 
cause after brief sojourns in clouds and riv- 
ers, evaporated sea-water returns whence it 
came. During an ice age, though, a lot of the 
` "water falls as snow on ice caps, and is thus 
held hostage for the duration. So the water 
3 in ice-age oceans is enriched in the heavier 
i “isotope”, ', oxygen-18 (180), and that in the 
... ice caps in the lighter oxygen-16 (16O). 





- To study the frequency of different is iso- | 160 


a ATEN 


topes in ancient oceans, you can study the 


life they contained. The seas and oceans 
abound in single-celled creatures called 
foraminifera—forams, for short ——wrapped 
in ‘shells of calcium carbonate which are 
made in part with oxygen from the water. 


The amount of 180 in sea water is reflected. 


in the amount in the shells, which contin- 
ually drift to the oceans' oozy floors to form 
layers of sediment. Drill into the ocean floor 
and remove a column of such sediment and 
you can build a record of the ice ages. 
In 1976 Dr Nicholas Shackleton, from 
. Cambridge University, and his colleagues 
Dr James Hays of Columbia University in 


New York and Dr John Imbrie of Brown . 


University in Rhode Island, produced a set 
of detailed foraminifera records, making use 
of greatly improved histories of the earth's 
magnetic field (indicators of which are also 
held in the sediments) to date the shells. 
Their record showed that the world's ice 
cover swelled and shrank to a complicated 
rhythm, from which three different beats 
were untangled. There were cycles of 23,000 
years, 41,000 years and 100,000 years. These 
are the Milankovitch cycles. Further 
work—and comparisons with cores bored 
through ice caps, which show that ice-age ice 
has a complementary enrichment in 
- triam their findings. 











south i into an ice age? 


Carbon and conveyors 


the same the world over. Air from 


the most recent one before. toda 


good evidence for warming caused by th 


level is just the sort of thing that. 


the plants and animals die and sink 


ratio between the two in surface- and d 



















































Oxygen isotope work showed 
that the Milankovitch cycles were tied: 
climate. But it did not show how. Aft 

the cycles do not change the amount of : 
light reaching the earth, just its seaso 
variation: how can effects that are-d 
dent on season plunge both north 


One part of the answer lies in the 
sphere, which tends to be chemicall 


can be recovered from bubbles in po 
The ice is psi and. soda L l ave 


past 140, 000 years. “That 6 covers: 

ages and the warm "interg 
100,000 years ago. One of de n 
ice-age studies is that such intergl 
cur rarely. There is one going on i 





100,000 years ago, at the last peak 
long Milankovitch cycle. For som 
known reason that cycle appears to 
most important one. 

The record shows that during. the 
recent ice age, the level of carbon dioxid 


the atmosphere was considerably lower t 
it is today; as low as 0.018%. That looks: 





greenhouse effect, because it shows low 
when the world was cold. The coldni 
the ice ages was not due just to low y! 
the level was not low enough to 

all the cooling. In fact, the ice 
probably largely self-perpetuatin 
the ice caps reflected so muc 
straight back out into space. But 


nudge the climate into such’a vicious 

Where. did the CO; -disappea’ 
Whenever it is missing from t 
sphere, look for it in the ocean.: 
roughly 60 times as much CO; dissc 
the ocean as there is floating free in 
mosphere. Plants use it for phot 
shelly creatures like the forams mak 
carbonate carapaces from it. Both proc 
reduce CO, to its constituent carbon 


bottom, the carbon is re-oxidised, cr 
CO, afresh in the deep waters of the. 
Eventually that CO; circulates back 
the surface. 

Just as oxygen comes in differen 
topes, so does carbon: 12C, which: 
most common form, rarer BC, and 
of all, radioactive M4C, Because phot 
thesis and shell-building both discrimi 
between 12C and DC, comparisons of 


dwelling forams can show how CO; was 
tributed in the water. By extension, they 
show the level of CO; in the atmospher 

Dr Shackleton and Dr Nick Pisias, fr 
Oregon state university, have constructec 
carbon-isotope record that goes 1 




















































ygén-isotope fecondi ‘The. atto pheric 
^; level follows the Milankovitch cycles 
t às the ice ages do. But it is slightly ahead 
f them, just as it should be if CO; were 
ausing the move from one stable state to 
nother. | 

The CO, in the oceans does not just re- 
ect atmospheric levels. It controls them. If 
he level in the upper oceans drops, CO; 
ill be soaked up from the atmosphere to 
rake up the difference. What could make 
hat CO, level drop? Hyperactive life could 
se it up. Or CO; could build up at the bot- 
om of the oceans, at the expense of the 
hallows. 

~~ In the 1980s Dr Wallace Broecker of 
ylurnbia described a way in which the deep 
eans might be responsible for low atmo- 
pheric CO). It depends on the "North At- 


antic Conveyor”. In winter, salty water 


d winds coming off Ámerica. Since cold, 
ty water is particularly dense, water sinks 
wn to the bottom of the ocean, off Ice- 
and. The heat given up by the water in the 
onveyor to the winds above is a huge influ- 
ence on north Atlantic climate, making Lis- 
_bon’s winters much nicer than Boston's. 
= The conveyor is the driving force be- 
hind the world's deep ocean current—a flow 
equal to 20 times that of all the world's riv- 
rs combined, often moving in the opposite 
irection to surface currents. The deep cut- 
ent flows south down the Atlantic, then 
east across the southern Indian Ocean and 
into the Pacific. All the time, detritus from 
he shallow ocean is falling into it. When the 
water returns to the surface in the Pacific, it 
brings with it CO, recreated in the depths 
rom fallen carbon. So if the flow stopped, 
‘O; would build up at the bottom of the 
ceans, and the shallow waters would neces- 
arily contain less. CO; would be drawn 
rom the atmosphere to make good the loss, 
d things would start to cool down. 
"There is evidence that this is what hap- 
ned in the ice ages. Again, the shells of the 
minifera tell the tale, this time with the 
Ip of Dr Edward Boyle of mit to interpret 
en Forams are prone to the mistake of 
rporating a metal, cadmium, into their 
s under the. misapprehension that it is 
um. The amount of cadmium in a shell 
ects the amount dissolved in the water, 
d the distribution of cadmium in the 
eans is similar to that of phosphates and 
ates—the nutrients essential to life in 
ea. So forams from nutrient-rich water 
' cadmium-rich shells. 
Deep Atlantic water, freshly sunk by the 
nveyor, is low in nutrients because it was 
cently surface water, and full of little 
ties that eat a lot. Deep water in the In- 
. and Pacific oceans is better stocked 
nutrients, because the water has been 


depth. long: enoug h for them to trickle 


oving up the North Atlantic is cooled by f 


e age, however, | 


according to bottom-dwelling foram shells, - 
nutrients were equally distributed around 
the deep waters of the globe. The North At- 


lantic Conveyor, if it was working at all, was 


going slow. 
A similar conclusion comes from studies 
of 14C. This radioactive isotope, which is 


constantly being produced in the atmo- 


sphere by solar radiation, is often used to 
date biological samples—from the shroud of 
Turin to tree rings. It can also be used to 
date the deep waters of the oceans. At 
present, deep waters in the Pacific are about 


1,500 years "older" than surface waters. It is 


1,500 years since they were biologically ac- 
tive shallow waters. In the most recent ice 


age, E difference in ages was 2,000 years. 
staying - 


Water was 
deep for longer. 


To Dr Broecker 











and some of his colleagues, this makes a 
strong case for regarding the North Atlantic 
Conveyor as a sort of climate switch. When 
it is on, deep water keeps moving, CO, is 
constantly brought up from the depths, and 
the world stays warm. When it is off, deep 
water sits tight, there is a net transfer of 
CO, from the atmosphere to the abyss, and 
the world gets cold. 

The idea that ocean circulation (and re- 
lated chemical and biological changes) pro- 
vides the key to understanding the ice ages is 
widely believed. Dr Broecker's idea may be 
superseded by new data and new theories, 
quite possibly along the same lines. Or it 
may simply be elaborated on, since it is not 
yet complete. Whose hand is on the switch? 
Some change in atmospheric circulation, 
brought on by changes in the seasons, must 
be responsible for the surface temperature 
and salinity in the north Atlantic which al- 
low deep-water formation. As yet, nobody 
knows what that change is, but it is clearly 
something to learn about. Among other 
things, it provides the link between changes 
in the northern seasons caused by the 
Milankovitch cycles and changes in the 
global climate caused by the oceans. 

The lesson of the ice ages is that the way 
in which the oceans and the atmosphere in- 
teract is the single biggest factor determin- 


ing climate changes. It is likely to fix the ex- 
tent and course of greenhouse warming. Just 





as historians of climate look to the sea, so 


must modern climatologists. The largest un- 
answered questions about the greenhouse 
effect lie not in the atmosphere, but in the 
puzzling interplay of chemistry, physics and 
biology in the oceans—a puzzle the histori- 
ans seem to be helping to solve. 

The most pressing question about the 
ice ages may turn on the same points. What 
made the ice ages quite so cold? The CO; 
level cannot on its own account for the 
whole 10-12°C drop in global temperatures. 
Ice cores reveal lower levels of methane and 
higher levels of dust in the ice-age atmo- 
sphere than there are today. Dust acts in a 
contrary way to CO;— it stops sunlight get- 
ting in in the first place, rather than trap- 
ping heat. 

. Between the dust, the methane, the 
CO, and the fact that the ice Caps them- 
selves contribute to cooling by reflect- 
ing sunlight away, there seems to be 
enough to account for the g  . 
cooling of the ice ages. But what oo.. 
trols the dust and methane levels? 
Are they consequences of changes in 
CO, levels, acting to amplify the 
change that gives them birth? Or are 
they controlled by something 
else—the way ice sheets grow, or the 
ecology of the tundra, or some other 
uncharted pathway through the 
oceans? 


Warming and warning 

The side-effects of changing CO; levels are 
exactly the sort of thing that foresight can 
miss and hindsight reveal. It is the way in 
which it reveals such things that makes the 
study of past climate necessary—even when, 
like the ice ages, it may be the opposite of 
what isto come. 

One clear message of the ice ages (be- 
yond the fact that CO), in the atmosphere 
and the oceans, exercises a great dealo/ -~ 
trol over the climate) is that changec > 
sudden and can buck trends. For 6,000 years 
during the most recent deglaciation, the 
world slowly warmed up as summers in the 
northern hemisphere became warmer. 
Then, 12,000 years ago, everything 
changed. For 1,000 years the glaciers started 
to grow again in Europe and in North Amer- 
ica. Then the warming resumed. 

Dr Broecker has an explanation. Much 
of the water from the melting American gla- 
ciers ran down to the gulf of Mexico, but 
some formed a vast lake in southern Canada 
(larger than Lake Superior), cut off from the 
Mississippi basin by high land and from the 
eastern seaboard by glaciers. Eventually, the 
retreating ice opened up a route by which 
the lake could drain into the Atlantic and 
the vast influx of fresh water upset the 
ocean's balance again. The salt levels 
dropped, the conveyor stopped, and the 
cold weather returned. _ 

The resumed warming was well-nigh 
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o an damming a large river 
a dh river at the. rig J ; ht time, of 


s of greenhouse doom-mongers. ` 
yat warming heralded the “Holocene” 





summers i in the north brought on by 
earth’s orientation. Greenhouse warm- 
will be all year round. The mid-Holocene 
ate was strongly influenced by the ice 


ada. So that world, with lakes in the Sa- 


iara, violent monsoons, hot summers in the 


s, is not one that CO) can bring back. 


Fixed-air models 


Or John Mitchell, of Britain’s Meteorologi- 
1 Office, has shown that the mid-Holocene 
was not like the greenhouse. His technique 
eveals the most practical application of cli- 
mate history. He took a computer program 
like those which forecast today’s weather 
and changed its assumptions, so that it mod- 
‘lied a world with the seasonal variations in 
shine typical 9,000 years ago. The com- 
er then ran through a number of years 
ler those assumptions. Averaging the re- 
provided a picture of climate under 
e conditions. 
e compared the model with records of 
al Holocene climate and found that it 
pretty well. He then ran the model 
today’s orbital conditions and an in- 
d level of CO,. The climate came out 
ently. This time the only way to check 
he results are right is to wait and see. 
he problem is that the present green- 
use effect will tend to move the world’s 
te into regions uncharted by the his- 
18 of ice-age climate. As far as they are 
ned, the present interglacial, from 
Jolocene to now, is as warm as the 
| gets—and it only manages that every 
years. Some believe that the inter- 
l is already on the wane and that, were 
for man’s CO), the glaciers would be 
aring to regain their old dominions. By 
opping this, man appears to be creating a 
rinterglacial”. Though the links be- 
(n ocean, tmosphere, life and climate 
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> at once. If Dr Broecker i is right, that 
'.. many assumptions built into them that have 


ing faster even than the direst predic g 


od, which was at its peak from 7,000 Bc - 
000 BC, during which time the world. 
warmer than it had been for 100,000 
Or has been since. Some have hoped - 
his period might serve as a trial- -run for. 
armer world of an intensified green- 
effect. Unfortunately it does not. The . m 
ing in the mid-Holocene was due to — 


er that remained over much of eastern ~ 


| eth and cool cloudy summers in the trop- 


Il still be there, the effects will be unlike - 
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- This is. not good news for computer 


iu ips i Climate models are derived from 


weather-forecasting programs that are de- 


. signed to provide tomorrow's weather when 


told about today's. As such, they may have 


nothing to do with the underlying mecha- 
nisms. governing the weather and climate. 


They can be inspired fudges. 


"Under different conditions, like those 
of heightened atmospheric CQ), those as- 
sumptions may no longer hold true. Dr 


:Mitchell's work, and that of many others, 


suggests that the assumptions hold true 


fairly well under changes in seasonality, be- 
cause they provide results that more or less 
match the data from the past. But the 
changes caused by CO, are more far-teach- 


ing. CO, heats the atmosphere from inside, 





not outside like the sun. It affects the layer- 
ing of the atmosphere, it migrates to and 
from the ocean, and it influences the way 
plants grow. 

The recent past provides no greenhouse 
world against which to check greenhouse 


models. But long before the ice ages, be- 
tween 200m and 65m years ago in the Juras- 
sic and Cretaceous periods, the CO; level 
was high and the world warm. A model of 
today's climate which, mutatis mutandis, 
was able accurately to describe the Creta- 
ceous, would clearly be robust. 

Recreating the Cretaceous climate in 
sufficient detail calls for new tools. Life in 
the Cretaceous was different, which creates 
a problem. If there are no spruces, one can- 
not see the fossil of a spruce and use knowl- 
edge of spruces to deduce what the climate 


. was. This means more use has to be made of 
inanimate evidence. Sediments regularly 


-strippe 





d of their minerals by monsoon rains 
form identifiable rocks. The dunes and salt 
flats of deserts are preserved. The rocks pro- 
vide broad outlines of the climate. 
Living things still have a role to play, 
since the basic mechanisms of life are un- 
likely to have changed much. Researchers 
can use the fact that, by and large, plants in 
warm climates use more C in photosyn- 
thesis than those in colder climates. The ra- 
tio of the two isotopes in the plant (or in the 
bones of an animal that ate it) can thus re- 


. veal something of the average temperature. 


A more straightforward—and particu- 
larly impressive—means of detection has 


been developed by Dr Jack. Wolfe of the 


United States Geological Survey. It too uses 
plants, partly because they are common in 


- the fossil record, and partly because the way 


that a plant copes with its environment is 
likely to be reflected in its shape and will 
thus be fossilised, while animals’ 


RU adaptations—flocking together for warmt 


learning to swim—are less easily recorded. 

— To use Dr Wolfe’s technique, find a set 
of fossil leaves. Then go through a checklist 
for each species, scoring fot various charac- 


‘teristics to do with its size; shape, structüre, 


type of edge and suchlike. The "scores" "for 
each character, which all have different 
weights, are then processed statistically to 
make a diagram in which characteristics 
that appear together are plotted close to 
each other. By using data from present-day 
leaves, growing in known climates, as cali- 
bration that diagram can be made to yield 
the temperature and humidity of the area 


the ancient leaves grew in. | 


This technique, and others like it, will 
greatly improve the picture of climates in 
the distant past. That will help computer 
modellers like Dr Paul Valdes, at Reading 
University, who is working on models of the 
Jurassic. At present, he is looking at general 
patterns of wind, temperature and humiditv 
on the single great continent of the age, a 
how it was affected by the vast ocean on tne 

other hemisphere. He can look forward to 
checking his models against fossil-plant data 
better than anything now available. 

If Dr Valdes, or others like him, can get 
their models accutately to "predict" the 
past, checking their results against data 
teased from the fossil record, they will be- 
come more certain about their predictions 
of the future. While the modellers use long- 
gone eons to sharpen their models, the his- 
torians will continue to look for the sense in 
the ceaseless change: to look for cycles and 
mechanisms at present invisible, to try and 
understand how things came to their 
present pass. Climate, spread out over the 
years, is clearly the stuff of chronicles, of the 
working-out of purposes and the accidents 
of happenstance. An understanding of both 
is needed for the future. And the record of 
both is to be foundi in the pat | 






















































Living on boiled hay 


THe WARSAW Cis: By Joe J. Heydecker. I.B. Tauris; 160 bags: £19.95 
Lovz GHETTO. Edited by Alan Adelson and Robert Lapides. Viking; 5 26 pages; £20 


'HE Berlin Wall was not the fd in ab 
ern Europe. The Nazis had a breeze- 
block wall built, ten feet high and ten miles 
long, round the Jewish ghetto in Warsaw; 
n crowded nearly half a million Jews in- 
zit, none with more than a suitcase-full of 
-essions. There the Jews had to wait for 
Td fate would send them next, crowded, 
on the average, 13 to a room. They had not 





Photographed, but iol saved 


much to eat —184 calories a day was the off- 
cial ration, if one could get it. Life turned 
 outto be supportable, just, on boiled hay. 
.... Joe Heydecker, a German professional 
photographer brought up outside Germany 
and with no love for Nazism, was con- 
scripted into the German army, serving as a 
lab assistant in a propaganda unit. Several 
times, sometimes on duty, sometimes 
. against orders, he visited the ghetto with a 
camera; here are the results, vivid photo- 
. graphs of sentry searches, destitution, ruin, 


- and some sparks of hope. He now lives in 
_ Brazil, reproaching himself that at the time . 







: only took pictures, instead of doing any- 





MIST-APRIL. 7.1990 


thing: he did not feel, at ‘the. time, there was 
anything he could do. At least he has pre- 
served for posterity some faces it will not be 
easy to forget. - 

In the winter of 1942-43, the. Germans 
began to thin out the ghetto. Mr Heydecker 
is explicit about how fully the German army 
was informed about what was going on; the 
late Heinrich Ball echoes him in a foreword. 
Orders were issued that sol- 
-diers should look the other way 
. while the ss marshalled the 
< Jews. by trainloads off to be 
massacred, or saved time and 
trouble by shooting them 
down on the spot. In the spring 
the survivors dared a counter- 
attack, with pistols and pick- 
helves, and the last 50,000 of 
them were wiped out in 
, combat. | 

 Warsaw's was by no means 
l thie only large ghetto. There 

/.. was another, with over a quar- 
“ter of a million souls in it, in 
Lodz, renamed Litzmannstadt 
for a while. In Lodz there 
emerged the pathetically grand 
figure of Chaim Rumkowski, 
whom the Germans appointed 
to run the ghetto. He jollied his 
 fellow-Jews along as best he 
could, presumably in the hope 
that some stroke of war or 
providence would liberate 
them before they were all dead; 
though he must have known that his poli- 
cies were so slanted that the women and 
children would go to the wall well before the 


fittest and handiest of the men. He had a 


staff of chroniclers, whose account of the 
ghetto miraculously survived. Lucjan 
Dobraszycki published a quarter of it in a fat 
volume in New York six years ago. Collabo- 
rating with him, Alan Adelson and Robert 
Lapides have provided an equally large, 
equally terrifying tome made up from other 
surviving material: nearly all the authors 
they quote were sent, like Rumkowski, to ex- 
termination camps in the end. 

The new book makes almost unbearably 


which humanity can sink and the heigh 


David Cleary. Macmillan Press; 243 pages; 
















































poignant reading; no one in Lodz ghet 
knew that the Nazis had decreed ths 
doom. It provides a picture, authentic I 
yond question, at once of the depth 


which it can rise. There was no Leo Baec 
Lodz, to lecture as he used to do in thes 
concentration camp of aa 
Plato and Euripides, but culture w 
quite stone dead, nor was hope: even for 
rich who had been stripped of all their z 
sessions, even for the poor and lowly, w 
still had faith. All their hopes a re 
vain; this book at least proves that they 
not t dumbly EN the trains for the slaug 


Brazil's gold rush f 
Paradiso e 
Inferno 


ANATOMY OF THE AMAZON GOLD RUSH. By 


£35. Published in paperback in July by the 
University of lowa Press; $14.95. 


N THE cover of David Cleary’s river 

ing book is a picture of hell: the Serra 
Pelada gold mine in Brazil. A tight-packed 
mass of mud-covered human forms, eac 
bowed under a sack of sludge, scrambles ani 
like up a wall of rickety ladders. This hell 
though, is an important part of the econo 
of Brazil’s poverty-stricken north-east. 
garimpeiros, the huge and unregulated ar 
of miners who have surged into parts of : 
Amazon over the past decade, are probab! 
extracting 80-120 tonnes of gold a year 
Mining on that scale, Mr Cleary p 
out, would make Brazil the world 
largest gold producer. The gold rush 
Amazon has found far more gold th: 
dug out of the Klondyke between 1896 
1900, and more than drew the ’forty- 
to California. Mr Cleary guesses th 
number of miners at work at any on 
may be around 300,000. The explos 
unregulated mining since 1979 has be 
some way the greatest extractive | 
Amazonia has seen since the heyday o 
rubber boom." 
One effect has been to suck work 
away from other extractive industries. ` 
Brazibnut industry has suffered an 
bosses have lost political clout. Gold-m 
fortunes have fed into land specula 
and, in some places, have helped to « 
new elite, able to stand up to the busi 
men from the south who have in the 





























ended to determin at 


overnment, too: its candidates have begun 
o-win places in state and federal legislatures, 
posing Brasilia’s sporadic efforts to evict 
ners from the forest. 

.. The miners and their methods are also 
oing grave harm to the aspects of the Ama- 
zon which the world cares most about—the 
forest's ecology and its indigenous people. 
he huge and mainly unregulated use of 
:ercury to extract gold has poisoned rivers 
nd fish (and, with less world outcry, 
arimpeiros themselves). Damage to the 
ealth and culture of Indian groups is less 
lear-cut: some tribes have for many years 
'orked as garimpeiros themselves. 

. Mr Cleary reckons that the boom shows 
o signs of abating. Quite the contrary: it 
eds on economic instability (as does land 
peculation, that other destroyer of the jun- 
le); it can draw on limitless cheap labour, 
nd communications are steadily increasing 
he accessibility of the forest. 

That conclusion, glum for environmen- 
lists, has another side to it. The two 
groups that have gained most from the gold 
rush are rural smallholders and the urban 
poor. For them, the boom has brought a re- 
liable source of income, coupled with flexi- 
ble working conditions and considerable au- 





















| Now what? 


© “Artists and writers in East Germany 
suffered under a brutal, manipulating 
system. They were in the forefront of the 
< 1989 democratic revolution. Now they 
| are afraid of things to come. If you de- 
- liver the arts to the market before you 
have a whole market economy, it can 
only break down. Maybe artists will have 
- to leave their studios, or can't buy paint 
. or marble. They depended so much on 
. economic structures in the old system 
< which are all gone.” Hermann Raum 
PROFESSOR, KUNSTHOCHSCHULE, 
East BERLIN. - 


- “We had decades of state support for art, 
.and no market. Now the new market 
~ emerges, and the state has no money for 
art. You can now imagine a situation 
: where 20 or 30 Hungarian artists will be 
shown in private West European galler- 
ies. The others will not have these kind 
of contacts. With the convertability of 
the forint, there will be enormous infla- 
-tion of artists’ prices in Hungary. What 
: will happen then?" Laszlo Beke 


DIRECTOR, NATIONAL GALLERY. BUDAPEST 


“The artist in eastern Europe runs the 
tisk of being totally marginalised, once 





\mazon. Mining interests stand up to the 























































Yet it’s made him rich 


tonomy. The oppressive grip of the nut 
industry on its workers has been weakened. 
The big mining companies may have suf- 
fered, but local economies have benefited in 
a host of small ways. Without the gold rush, 
awful as it is, hundreds of thousands of peo- 
ple in the Amazon would have been poorer. 
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. Anxieties overheard at the 1990 London Art Fair: 


from society and then economically. 
What can we in the West offer? | suggest 
it’s not so much the Deutschmark or the 
market. Perhaps it's the opportunity for 
travelling, for publishing and exhibiting 
works. Maybe we can help build free, in- 
dependent, strong institutions not under 
state control.” Henry Meyric-Hughes - 
Director, VisuAL ARTS DEPARTMENT, 
BarrisH COUNCIL | 





“I cannot stop thinking of the lifetime's _ 
Work of a great artist, the German Josef 
Beuys, who called into question the eco- 
nomic system which causes art to be posi- | 
tioned not around the altar, but around 
the market place. It’s very strange that 
when we have a spirit of international- 
ism, it has to be around something like | 
an art fair.” Richard Demarco | 
SCOTTISH PROMOTER | 
EASTERN EUROPEAN ART 


"I would like to quote a British journalist 
who said when talking about India some 
years ago, 'They had a choice between 
democracy or safety, and they chose 
democracy.” Slavka Sverakova 
CZECH EXPATRIATE 
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e Democrats' 
prayer 


Tus CarHouc MyTu. By Andrew Greeley. 
Scribner's; 322 pages; $21.95 


plu for Republicans, few of 
the sort of Democrats who manage 
presidential election campaigns will read 
this book by Andrew Greeley, a Chicago 
Catholic priest. When he is not writing 
steamy church novels such as “The Cardi- 
nal Sins", Mr Greeley is a serious sociolo- 
gist; and he has provided the best analysis 
yet of why, when three-fifths of Catholics 
vote Democrat in congressional elections, 
fewer than half do so in elections for 
president. 

He quotes a revealing conversation 
a member of the staff of Michael Duk 
the defeated Democratic candidate in the 
1988 campaign. Mr Greeley asked him why 
his candidate had not “reached out” to 
Catholic voters—as Mr Bush had done by, 
for example, going to Notre Dame to pose 
with its football team when it went to the 
top of the weekly football polls. 

The Dukakis staffer revealed his igno- 
rance by replying that his master had tried 
“to appeal to all blue-collar workers, ethnic 
or not”, but that Catholics had turned 
against the Democratic candidate over abor- 
tion. All the assumptions in this remark are 
wrong yet, as Mr Greeley notes, such igno- 
rance is widespread among the Democratic 
party's national elite. —— 

In American politics, blue-collar is often 
political shorthand for Catholic and com- 

monly goes with adjectives like racist, hard- 
hat and chauvinist. In fact, says Mr Greeley, 
Catholics in America are more likely to have 
white-collar jobs and to have gonetoca — 
than white Protestants. They also earu, oi 
average, more than white Protestants—al- 
though their number. includes. Hispanics, 
while the category. "white Protestant", 
clearly does not include blacks. 

Nor are Catholics more conservative 
than white Protestants. Far from it; they are 
more likely to think that too little money is 
being spent on the environment and health 
and too much on defence. Only 196 con- 
sider abortion an important voting issue in 
presidental elections. And who are the most 
liberal American Catholics? None other 
than the Irish. 

Mr Greeley writes with his usual great, 
and often irksome, arrogance. If the meek 
inherit the earth he will be dispossessed. But 
his findings and arguments could improve 
the way the Democrats campaign in the 
1992 presidential election, if only they could 
bear to listen to them. P 
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— world's trading system, established 40 years ago with the General Agreement on Tariffs and 


A puide to the recent economie research relevant to the issues being negotiated. Includes an 
annotated directory of research. findings grouped by topic and an index to authors. | 


. Arrangement and integrating textile and clothing trade into the rules of the General Agreement 
: on Tariffs and Trade. | 
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Recent publications for the Uruguay Round 


The Uruguay Round of multilateral trade negctiations, begun in 1986, aims to strengthen the 






























Trade (GATT). The Round offers developing countries the opportunity to expand their partici; 
panon and influence in the GATT system. 


^A Research Inventory for the Multilateral Trade Negotiations, 199 
Jalaleddin Jalali, editor 









258 pages / ISBN 0-8213-1458-0 / £14.35 


A Research Inventory for the Multilateral Trade Negotiations, 1989 
182 pages / ISBN 0-8213-1169-7 /£9.85 


_ Textiles Trade and the Developing Countries 
Eliminating the Multifibre Arrangement in the 1990s 
Carl B. Hamilton, editor 


Twelve research papers examine the effects of the Multifibre AU RNEERIERE which restricts the 
import of textiles and apparel from developing countries. Proposals include phasing out the: 


318 pages / ISBN 0-8213-1380-0 / £20.65 


The Uruguay Round: Services in the World Economy 

. Patrick A Messerlin and Karl Sauvant, editors Ae 

The 20 research papers in this report examine basic issues underlying efforts to negotiate an 
international agreement on trade in services. Included are descriptions of the main service _ 
sectors under negotiation and country case studies that illustrate potential gains or losses from > 


trade liberalization. ISBN 0-8219-1374-6 
This report will be available in mid-May 


The Uruguay Round: A Handbook for the Multilateral Trade Negotiations : 
A guide to the economics underlying the GATT system and to the objectives and means of 
negotiating for greater trade liberalization. 
. 262 pages / ISBN 0-8213-0975-7 (English), ISBN 0-8213-1152-2 (Spanish), 
ISBN 0-8213- 1 151-4 (French) / £20.65 


Also on the Uruguay Round 
Subsidies and Countervailing Measures 
Critical Issues for the Uruguay Round 
Bela Balassa, editor 


Five papers examine current subsidies and countervailing measures as prescribed in the Gen 
eral Agreement on Tariffs and Trade. i 
170 pages / ISBN 0-8213-1239-1 / £9.85 
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d ONDON AND WASHINGTON, DC 


TELEVISION programme alters 
nothing," said Margaret Thatcher 
in the House of Commons on March 29th. 
She was wrong. The docudrama to which 
she was referring, Granada's "Who Bombed 
Birmingham?”, which had been shown the 
night before, has clearly cast in doubt the 
conviction of six men for the bombing of 
two pubs in 1974, just as Yorkshire Televi- 
sion's "First Tuesday" helped to re-open the 
case against the Guildford Four. Television, 
which seizes and engages minds in a way un- 
known to books and newspapers, may not 
ake a difference to a verdict in law; but it 
n alter the way the public views a case, the 
degree to which it trusts its own judiciary 
and police, and even its faith in its own 


me—television’s grip often fading as 
ick as it takes hold—by Granada’s 
docudrama. But should it have been done 
the way it was? 

^. Granada employed an actor, John Hurt, 

-to play a Labour mp crusading for the re- 
opening of the case. Mr Hurt played him 
-with admirable restraint, as did the six ac- 
: tors who took the parts of the Irishmen. But 
^an actor also played a documentary-pro- 
‘ducer looking at clips of “his own" pro- 
| gramme, and clips from two previous 
"World In Action" interviews were reen- 
` acted especially for the docudrama. At this 
- point viewers, rather dizzy with these inter- 
- polations of what had happened with what 
had possibly not, began to wonder a little 
about the motives of the programme-mak- 

-ers. They wondered more when, in what was 
essentially a programme straining to be care- 
ful, the Six were presented from the begin- 
ring as fairly nice lads, while the Lord Chief 
ustice was played by a celebrated farceur. 
When, at the end, names were named, this 
was all the more disturbing because the pro- 
gramme had been staged. It was unclear why 
mother “World in Action” documentary 
would not have done as well—sans music, 
ans scripted dialogue, sans fuss. 

The artificial staging, however, was ap- 
parently thought necessary to make people 
notice. By providing the flow of action and 
dialogue that viewers associate with "real" 
life, extra "reality" might be imparted to the 
ry. It is no longer enough, perhaps, to lay 
ts baldly out. Still photography, after all, 

as once supposed to be the last word in re- 
lity; but naw the posing and touching-up of 





dress up the facts it has to deal with. 





Doubleday, 564 pages; $21.95 and £13.95 
108 oo 


coyptry. All these were affected, at least for- 


otographs is virtually taken for granted. 
30 too television, once the all-seeing and un. 
iltering eye, now feels an increasing need to — 


As true as makes no difference? 


In the same spirit, television is now de- 
liberately included in momentous political 
events, both to record and undoubtedly to 
dramatise. In Romania in December, the 
new provisional government chose a televi- 
sion studio as its headquarters; as shots rang 
out in the streets, tasks and titles were as- 
signed under the steady gaze of a camera 
lens. Similarly, when the Soviet and Ameri- 
can leaders met in the rough seas off Malta 
last winter, they were able to watch them- 
selves on television, observe the reactions to 
what they were saying and adjust their sub- 
sequent remarks accordingly. 

The world in which such things happen, 
the increasingly self-important and narcissis- 
tic world of television production, is the fit- 


ting subject of a new book by Arthur Hailey, 


a prolific American author. Mr Hailey, after 
a great deal of hard and thorough research, 
presents his findings as a work of true-to-life 
reconstruction: docudrama, no less. His 
book, "The Evening News' "* provides a 
portrait of television news production as a 
tough, competitive world where no job is 
safe: a world where deciding which stories 
will be aired, and how, is sometimes a com- 
plicated matter of ethics and morals and 
sometimes no more than a personal prefer- 
ence. In the case of commercial networks, 
however, the decisions are made with a keen 
eye.on the ratings, whether producers admit 
it or not. In America at least, the rise of the 


< docudrama and the dramatised news story 


has much to do with that. 
During the past year the American net- 





ave b reavily. süindsed for dhe: 

use al leon or recreations in their 
newscasts. ABC dramatised with actors the 
passing of a briefcase from Felix Bloch, an 
alleged spy, to a Soviet agent; CBS was ac- 
cused, apparently accurately, of using faked 
footage of the Afghanistan war. The inces- 
sant blurring of fact with fiction is a cause 
for grave concern. In one programme on the 
Mexican drug connection, NBC's Tom 
Brokaw went as far as playing himself. io 
"Saturday Night with Connie Chung" 
video said to have been made by ' Prep 
Murderer” Robert Chamberg was recreated 
for the audience. If viewers cannot tell 
whether an event is real or simulated, this 
does not seem to bother the producers. 

Mr Hailey’s book also considers the nec- 
essary reverse side of enhancing facts: down- 
playing them. His fictional CBA network is 
owned by the giant Globanic corporation. 
Whether Globanic will influence news con- 
tent is a question that exerts a tension ` “be 
book almost from beginning to end e 
news department wants to maintain inde- 
pendence; the corporation wants to elimi- 
nate or downplay news unhelpful to its cor- 
porate activities and investments. Mr Hailey 
reveals that even professed independence 
can be undermined by a subtle self-censor- 
ship-—sometimes as subtle as the "dramati- 
sations” on the other side of the coin. 

In December, when Mr Hailey's book 
was complete and well into production, 
NBC, which is owned by General Electric, 
cut three lines from a report on the use of 
defective bolts. It appeared that the censor- 








‘ing came not from GE but from within the 


news department itself, assuming it knew 
what GE would not like. After complaints, 
NBC ran a longer report on the defective 
bolts in which GE was mentioned. Thus facts 
are made, unmade, restored or cut like so 
many pieces of cloth. Britain's docudrama-' 
makers may be proceeding with caution, but 
America shows the perils of the path; 4: 
when it comes to "presenting" the .__-s, 
television, in every sense, has to be watched. 





Art collecting 


Greek fire | 


EN Churchill decided to attend the 

1943 allied conference in Moscow, 
British Embassy staff wrung their hands: 
where in the beleaguered city would they 
find food for a banquet splendid enough to 
satisfy Britain's wartime amour propre? 
Once again, the empire came to the rescue. 
Borrow our chauffeur, said Canada's head 
of legation: he can fix anything. The chauf- 
feur, a Greek, shrugged, disappeared for a 
couple of days, and re-emerged with enough 
food to sink the Potemkin. Stalin was re- 
plete, Britain's face was saved, and the 












chauffer quietly returned to the Canadian 
~ mission. He never said where the food had 
~ come from, and no one ever asked. 





The chauffeur in question. was George. - 


' Costakis, who died last month in Athens at 
the age of 77. Costakis will be remembered 
not so much for saving Churchill's bacon as 
for rescuing one of the world's greatest col- 
lections of modern art. 
saw Olga Rozanova's 
(1917), until he left the € 
and Moscow in 1977, Costakis v was an assid- 
uous and fearless gathe: 
| sculpture produced dui 
the first Soviet avant ga: 
1930. It is a sign. of 
donated three-quarters of 
Moscow’s Tretyakov muse 
ily returned to Athens in 
fact that Brezhnev's hardline 
try allowed Costakis to keep even a quar 
of the «pictures suggests that Churchill’s 
vendier had lost none of his earlier flair 
dus achieving the unachievable. | 
Costakis's collection is itself the stuff of 
myth. From 1932, Stalin's regime had re- 
peatedly attacked avant garde Soviet paint- 
ing as decadent. Many of the artists who had 
produced it died in labour camps or in front 
of firing squads. As a result, much of the 
work from the period had been destroyed, 
often by the artists themselves; the rest was 
hidden away. Once Costakis's interest be- 
came known, works came to him in the 


















manner of a Le Carré novel. Someone sug- 


gested that Liubov Popova's nephew had 
some of her canvases at his dacha: Costakis 


Fror 1946, when he | 





















What's the chauffeur found now? 


discovered them being used to seal draughty 
windows, and bartered the paintings for 


sturdy plywood replacements. The Greek - 


collector found somewhat fewer than half of 
Ivan Kluin's canvases rolled up in a derelict 
greenhouse. The others had been usd by lo- 
cal children as  toboggans. Tatiana 
Fedorovna Redko had hidden works by her 
late husband, Kliment, under her bed. Yes, 


nice Mr Costakis could certainly buy them if E 
he liked, but she "couldn't imagine what he. . 


saw in them ^ 


rem eneen EEA ETENEE P 


A dishful of opinions 


CAIRO AND TUNIS 


LAA HAMED, a tax inspector, has 
spent the past five weeks in an Egyp- 
ian prison awaiting trial on blasphemy 
[ charges. His book, "Distance in a Man's 
Mind”, tells of an imaginary journey to 
paradise, where the hero finds that the 
prophets are not all they are cracked up to 
be. The author, who paid for the small 
printing of the book himself, concludes 
his work with the proposition that anyone 
who believes in religion should be put in a 

| sanatorium. 
| Mr Hamed, who has been referred to 
in the local press as "a new Salman 
Rushdie”, faces almost certain conviction. 
A committee of Islamic scholars has con- 
cluded that he is "strongly affected by the 
atheist Darwin theory”. Mr Hamed was 
also accused of propagating "destructive 
extremist ideas with the intent of sowing 


sedition and of degrading the heavenly re- - 


ligions and their prophets." Already the 
police have confiscated copies of the 


book, and theo Owner of a PODER M which 


a nen MUERE 


stocked it has been ordered to pay bail of 


5.000 Egyptian pounds in lieu of 
imprisonment. 

The author now joins the dignified 
company of Naguib Mahfouz, whose 
book "The Children of Gebelawi" has 
been banned in Egypt for over 30 years. 
But Egypt still keeps its reputation as a rel- 
atively free place to disseminate ideas in 
the Arab world—until, that is, others 
come up to overtake it. 

In Tunis last month a symposium was 
held to celebrate the first anniversary of 
an Arabic edition of Le Monde Diplom- 
atique, the even more austere, polite and 
left-leaning offspring of Le Monde. The 
Arabic edition (three-quarters transla- 
tion, the rest original material), has man- 
aged to get an agreement for distribution 
in every Arab country except Iraq, al- 
though seizure, black paint and scissors 
are not uncommon. It is printed in Tunis, 
in an offshore arrangement that allows 
30,000 copies to be dispatched without 





at C$300 ($177). 
(or about 0.02% of it) made a brief ap 


capital worth is unknown. Several n 


_ her husband that he spent more time wit 


. lector presciently replied: "Dont. WO 
' The children's turn will come". Now that 
— has, it would be a fitting memorial to the 


encouraging. heterodox opinions. Tun 


minister of information has been alx 


.. many of whom have studied in France, ar 






” Costakis' s attitude to his collect 
ambivalent. On the one hand, a ni 
memoir speaks of his passion for th 
works which eventually covered. 
square inch of wall in his tiny Moscow 
of his desire to stroke them, of their abil 
to “lift depression”. On the other, the: 
memoir records Costakis's Hellenic plea 
at^ finding | such bargains as Kaz 
Malevich’s “Portrait of Matuishin", E 




















Recently 22 works from the coll 


ance in London. On April 4th, Sot 
brought them to auction in a sale art 
by Costakis before his death. The auc 
pre-sale estimate was in excess of £51 
sach works are so rarely on sale that t 











ums, among them the Guggenheim in N 
York and the Montreal Beaux Arts, are 
ing to acquire the rest of the collectio ) 
it will undoubtedly be beyond their ind 
ual pockets. (The Beaux Arts’s best pi 
the entire collection, for example 
rumoured to have been a mere C$! 
($30m). Eventually, therefore, it will pro x 


bly be broken up. 
When Mrs Costakis once complained : 















































his pictures than with his children, the c 


father's vision if they could allow his collec 
tion to. remain in one piece. E 


going through the local censor's office. : 
Algeria, too, shows surprising signs of 


sians and Moroccans near the bord 
avidly tune in to Algerian news broadcasts 
and, symbolically, the despised post of 


ished; what is left of his attributions 
now lumped with culture. Journal 


asking questions, and even extreme Isl 
ists are allowed to publish newspapers. 
One of the first signs of liberalisa 
has been the appearance, on the roof 
Algerian apartment blocks, of satelli 
dishes purchased by neighbours clubt 
together. In most rich Arab coun 
dishes are now status symbols. Writer 
books still have a delicate line. to wa 
publishers of newspapers, each one us 
ally the outlet of a single political part 
would not dare to hint that views oth 
than their own exist. But wherever tele 
sion has outstripped print (and literacy) as 
a means of communication, every di 
bringing in its multiple entertainm: 
and opinions is a sign of control breaking 
down. | 
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Economics 


k Economics & Management Studies 

Æ Accounting 

* Banking, Trade & Industry 

3k Government & Politics 

"k Economic History 

3k Geography 

* Sociology 

- This wide range of options is open to suitably qualified 
. candidates who wish to prepare for examinations 
. independently at their own pace. Some subject guides 
. and tuition are provided. A separate programme in 
. Law leading to the LLB degree is also available. 


- Registration and examination for these degrees are 
_ available in most countries round the world. 


< Forfurther information write to: Secretary for External 
- Studies, Room 201, University of London, Senate 
|. House, Malet St., London WCIE 7HU, England, UK. 
. (Please quote ref: ECON.) > "NR 








































| SHORT COURSES INTHE UK 
-ONKEYISSUESIN  _ 
AGRICULTURAL DEVELOPMENT 


Æ Microcomputers for agricultural development. Two 10 week 
. courses cover the key software applications in agricultural 
development. Participants have individual access to IBM Mod 
507. July - September and October - December 1990 


Æ Design and implementation of monitoring and evaluation. 


: January - March 1991 5 








* Agricultural policy analysis. January - March 1991 
Æ Environmental policy. April ~ June 1991 


he above intensive professional update courses have been 
lesigned to provide individuals working in the agricultural sector 


r further information contact Neil Chalmers, Department of 
gricultural Economics at the address below. — 





UNIVERSITY OF LONDON WYE COLLEGE - 


Vye College; University of London, Wye, Ashford, Kent TN25 SAH. Telex: 9401 7832 WYEC G Fax: 0233 813320 (please quote ref:ECON). 


_ POSTGRADUATE DIPLOMA 
| AGRICULTURAL DEVELOPMENT 





An initiative in overseas development from Wye College, 
University of London. é 


This programme offers - through the $ * 





methods of distance education - a unique è 
opportunity for advanced study of the 

economics, planning and management of 
agricultural development in Third World 
Countries. 


Registration and examination for the . 
Diploma or Degree are available to 
suitably qualified candidates anywhere 
in the world. | 


For further information write to: 
Director of the External Programme, 
Wye College, University of London, 
Ashford, Kent TN25 5AH, England, UK. 





(Please quote ref: ECON.) — 






















SHORT COURSES OVERSEAS - 
AGRICULTURAL DEVELOPMENT 


The Department of Agricultural Economics offers a unique 
extended “short course” professional development programme 
using Wye College External Programme distance . learnin 
materials. In-country professional update courses for 10 c. 
more participants will cover the following areas. | 
Æ Project Planning, Monitoring and Evaluation 

* Survey Methods, Data Collection and Analysis 

Æ Livestock Development - ee 

* Water Resource Economics 

Æ Institutional Organisation and Management 

* Agricultural Business Management 

Environmental Policy. ru 

A two week workshop will introduce key elements using the 
External Programme specially designed course books, textbooks, 
journal articles and workbooks. Participants will then enter a 30 
week part-time distance learning phase during which tutor 
marked assignments will be sent to Wye College. The course will 
culminate in a final one week in-country evaluation workshop. 
Participants may be eligible to extend these short courses by 
registering for the full University of London MSc or Diploma in 
Agricultural Development. Alternatively the Affiliated Student 
Scheme offers access to all courses on an individual basis through 
distance learning. | DENEN 
For further information contact The Director, External 


Programme at the address below. 


























ond School 5i M 


Banking and Finance Programs 


July 8-13, 
1990 
December 2-7, 


September 30- 
October 5, 
1990 


. me 4-6,. 
1990 
November 5-7, 
1990. 


Kellogg 





ment and other leading experts. 


Management D v 


| Corporate Financial Strategy 


Á five-day program designed for executives in- 
volved in investment and financial decisions and 
for general management executives whose respon- 
sibilities require them to participate in such 
decisions. Topics covered include framework for 
financial decisions; evaluation of investment pro- 
grams; financing decisions; interaction of invest- 
ment and financing; and corporate financial 
strategy. The seminar is taught by senior faculty 
members of the Kellogg School's finance depart- 







A five-day. seminar for experienced bankers with 
management responsibilities. Topics stressed in- 
clude strategic planning; bank management and 
control; effective communications; market seg- 
mentation strategies; and contemporary banking 
issues. These issues include risk-based capital 


- requirements, asset securitization, financial 
. guarantees and credit enhancements, and the 
^ quality of bank earnings. The program is designed 


by the Banking Research Center at Northwestern 


pur led by the faculty of the Kellogg School. 





"redit Analysis - 


and Financial Reporting - 





ree-day advanced seminar designed to ely 


- senior lenders from banks, insurance companies, 


and finance companies. effectively use financial 


statements to make sound credit decisions. Finan- 


cial statements, essential for credit analysis, often 


. contain serious pitfalls. for the unwary. This pro- 
gram examines the uses and misuses of financial 


statement data for a wide range of lending 
decisions. 


For further information 


^on these programs, contact 


Executive Programs 

Kellogg Graduate School of Management 
Northwestern University 

James L. Allen Center — 

2169 Sheridan Road 


Evanston, IL 60208- 2800 USA 


Phone 708-864-9270 Fax 708- s a3 


Telex 821564 


FOR MONETARY 


ICMB INTERNATIONAL CENTER 
AND BANKING STUDIES 





i Instruction by iesdig international 
professionals and academics, using 
^ —. proven teaching methods. Worldwi 

over 300 private and central banks, 

. insurance companies, multinational . 
. other financial and industrial er 
«companies have sent their executives 


3 "ovo c : 
| June 14-22 


s Lug 
| June 25-July 6 


ici ne. ACQUISITIONS 


| Center for Monetary and Banking Stüdies, PO 
..,36,.1211 Geneva 21, Switzerland. Tel: 22-734 
. 448. Fat m 38 53. Telex: an 151 pax ch 




















to iCMB. courses since 1982. 


May 21 24. 






OR RT TFOUO. MANAGEMENT AND 





For detailed broches 
ot further information: 


“or Ghassan. Khoury, International 














: Maastricht in 











Unique professional and skill- 
; oriented international courses in: 


` * General management for state 
enterprises 
 * Financial management for small- 
: and medium-scale enterprises 
* Small entrepreneurship 
promotion and industrial 
. assistance 
* Training of women 
entrepreneurs (in collaboration 
with FEMCONSULT) - 
Duration: Sept 10-Dec 12, 1990 
* Energy management for small- 
and medium-scale enterprises (in | 
collaboration with University of 
Twente) 


, Duration: Oct 8-Nov 9, 1990 
d For further information: 






























[- Fax- 043 618330 
| Telex: 56729 














Strategic Mana 'ement 


| Short Courses for Senior Executives 


: One of Europe's leading © @ The Director as Strategic 
- university management schools, - Leader —- 5 days 
..Cranfield's. international repu- m international 
-tation has been built up on Strategy - 3 days 
providing. ambitious managers m The Strategic Management of 
E s Acquisitions - 2 days 
- @ Managing Strategic 
Investment Decisions 
- 2 days 
-For moreinformation 
on these courses, or any 
. other Cranfield course, 
“please write to 
fe Fiona Sparkes, Cranfield 
. School of Management, 
-. Cranfield, Bedford MK43 
> OAL, and ask for our 1990 
brochure. Or call her on 
0234 751122. 





Business 










ANE Str ste s 
Change: for Ct 
Executives - is e. 





f Management 


MEANS yield 








An MBA with a unique 
perspective on Europe 


Hf you're taking a Master's in intemational business, why not take it in the 
heart of Europe? 

We offer an intensive, twelve-month, full-time programme, in € ngtish, 
to graduates with at least three years’ professional experience. 

Our faculty is drawn from ten different countries. 

And our location in the centre of Paris helps attract participants from 
all over the world. 

The melting pot that results will give you a new vision of Europe as a 
single entity 

Just the perspective, in fact, that employers are crying out for. 


For further information contact 


EMIB ADMISSIONS OFFICE, 
EAP - ÉCOLE EUROPÉENNE DES AFFAIRES 
108 BOULEVARD MALESHERBES, 
75017 PARIS 
TEL: 4754.65.00 (EXT 6796) 
TELEX: EAPFRAN 640611 - TELEFAX: 42. 674619 | 
i 























Through Marketing 
T he International Marketing 
Institute (IMI) at Boston 

College announces the dates for 
its 31st annual Marketing 
Management Program (MMP) - 
entitled Marketing Management for | 
Global Competitiveness. The MMP - 
combines intensive casework and 
lectures with corporate visits to a 
select range of U.S. enterprises in _ 
Boston, New York, and Philadelphia. - 
Group interactive sessions will focus 
on developing marketing strategies 
based on participants own case studies. 


TH RINE SN Hen remm a tt y pa AA AAA Rare t Me aer er i PAAR TAN rr iUe Ee C INA Ars rr sss 


1990 Session: July 1 1 through July 27, 1990 - 
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For additional information, please contact the Institute as 
follows: 


Dr. Jerome B. Brightman FAX: 617 552 2730 
Executive Director Telex: 951750 IMI CAM 
International Marketing Institute Phone: 617 552 8690 

314 Hammond Street - Suite 1390. | 

Boston, MA 02167 USA 


In vesting i in Improved Global Competitiveness 












S .The tu introduces a new course for 1990 
; UM L MARKETS: DEVELOPMENT AND REGULATION 
Tub cur n D. C. 





` Publi ic and Parastatal eer July 9-27 

-| | Int'l Project Procurement and Contract Negotiation Sept 3-28 
. Foreign Investment Negotiation Sept 3-28 

| Negotiating Int'l Mining Agreements Oct 1-19 
T : Negotiating Int'l Petroleum Agreements Oct 1-19 

-] Int'l Loan Negotiation and Renegotiation Oct 1-26 
| Developing A Country Privatisation Strategy Nov 5-16 
_Export Policy and Promotion Nov 5-16 


Over 3000 participants from 120 countries have attended Interna- 
tional Law Institute courses in the past 15 years. The effectiveness 
of ILI courses lies in their emphasis on the practical world — how 
1  *hings really work, in contrast to theoretical models. 
os NQUIRIES: 

Alli inquiries must include the name, address and the country of the 
sender, and should be sent to: mE 
International Law Institute Telephone: (202) 483-3036 
1615 New Hampshire Avenue, NW Telex: 64551 
Washington, DC 20006 USA Telefax: (202) 483- ane? 
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INTERNATIONAL LAW INSTITUTE - 
in cooperation with — 
GEORGETOWN UNIVERSITY 


^r ES 


& 





Growing globalization of mark 
acceleration of technological ¢ 


re | 
ansforming top. business feadership. To fuse the 


enduring lessons of effective mana; zement t with the 
capabilities unleashed by the new 
and networking techno ies, T 

designed: 








| THESEUS was established by a number of European firms and | 


Télécom Paris with the help of INSEAD, Ecole des Mines de Paris and 
. | Politecnico di Milano. Open to all bac E deer (Management, 

.] Finance, Engineering...) the MBA program offers an "eon challenge. 
zl to the future rar successful protesienas who ids onc 


THzSEUS 


| in" ADMISSION: A COMPLETED APPLICATION, INTERVIESS AND GMAT AND TOEFL TESTS NE 








EE E Period of MBA p program: : October TH "THESEUS will organize presentations 
ae a instruction: primari in sree epe cities. i 
-F Student profile: High potential For information and application forms: 
makers, aged High potential o naa THESEUS 
rsity degrees, all nationalities. BP 188 SOPHIA ANTIPOLIS 
06561 VALBONNE CEDEX FRANCE 


Telephone: 33 92 94 51 00 / Fax: 13.935 65 19 57 










THE MBA IN INFORMATION AND NETWORKI N iG: STRATEGY um | 
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This program, jointly ‘sponsored by h 
London and Stanford Business Schools, w 
present leading-edge thinking on today's ke 
issues in International Investment Manage 
ment. The program is in its fifth year. It i: 
designed for senior investment manager: 
and senior managers. in research function: 
from banks, Insurance Companies, pensio 
brokerage houses and other types of invest : 
ment companies. a * 
Key elements in the program are: P 
@ Concepts and Applications of 
Valuation — 
@ Portfolio Construction and the Risk- 
Return Tradeoff — E 
@ Currency Markets and internation: a 
Aspects of Portfolio Construction 
@ Analysis & Applications of Option 3 
Futures 
@ Portfolio Management E 
The program will be staffed by internatione 
renowned faculty from both Schools 
joint program directors, Paul Pfleid 
(Stanford) and Stephen Schaefer (I .ondo 
are seeking a broad geographical n 
participating institutions from continer 
Europe, the Far East, North and Sout 
America and the UK. This year the prograr 
will be held at Stanford University. 


A program brochure with application form can be obtained from: - 
Alice Sheehan, Office of Executive Education — 
Graduate School of Business, Stanford University — 
Stanford, California 94305-501 5 
Telephone: 415-723-9120 — 
Fax: 415-725-1668 





TEREE: 


and FRENCH, eh ‘CH or SPANISH 66 
: “in the ARDENNES - 


The e advantages of the «CERAN 66» concept, 
> > With residential courses : 

















; Intensive. study (Minimum 38 lessons per week). 


times, breaks and in the evenings. | 
« A total of 66 hours per week of full immersion in the language. 


Ceran is a top class school for leaders in business management 
|| and government. Our client since 1975 include Alcatel, AT & T, 
< Canon, Deutsche Bank, Dow Corning, European Parliament, Ger- 
= man Foreign Office, Honeywell, Lufthansa, McKinsey, Mercedes- 
. Benz, NATO, Philips, SHAPE, Siemens, Toyota, Winterthur, etc. 


P We also run holiday courses in French for young people (13-16). 
CERAN 66 
Language courses for motivated people. 


| CERAN LANGUES PROVENCE “a 





m \ CERAN ARDENNES 
B.P. 27/280 | MR " "ni 280, avenue du Chateau - 8-488) SPA 
F. 30130 PONT-SAINT-ESPRIT | Lam) d | | BELGIUM - Tel. (4 32] 87/87 71 64 


“FRANCE - Tel, (433) 86 90 32 66 | md | Fax (4 32)87]77 36 29 
Fax i+ 33j 66 90 33 69 * CERAN) Telex 49650 céran b 


in USA : HUNE Tel, (203) 287-1699 - Fax (203) 284-1827 





), the. jnstant practice of what you have learnt, every day 
from 8 m. to 10 p.m., with teachers constantly present at meal- 




































INTERNATIONAL SUMMER 
SCHOOL IN ECONOMICS . 
25 JUNE-3 AUGUST 1990 - 


The LSE Summer School offers an intensive programme of short courses in economics, taught to the 
exacting standards of a regular university degree by experienced LSE faculty vi distinguished 
visiting professors. It provides the opportanity for stimulating and serious anal ysis of economic 
T in a prestigious international arena. Over 100 students from 21 countries enrolled for the 
: pene: 
SCHEDULE OF COURSES 
.— first Session Caurses, 25 June-13 July 1990 
€ 102 ey Macroeconomics 
€ 180 Political Economy 
t 202 intermediate Macroeconomics 
Ec 217 introduction to Econometrics and Economic Statistics 
£t 361 Development Economies 
: . Second Session Courses, 16 Iuly-3 August 1990 
: 101 introductory. Mitroeconomics 
:£c201 intermediate Microeconomics 
te 220 Economics of the Welfare State 
CI Kinane 0 
c335 Economics of Et üropean Integration 


00 level courses have no prerequisites; 200 level courses have introductory economics (for Ec 212, 
atistics) as prerequisites; 300 level courses have intermediate level economics as prerequisites (but 
ther relevant experience may be considered). 

INTERNATIONAL SUMMER SCHOOL FACULTY 
icholas Barr Senior: Lecturer i in Economia, LSE 

Bean, Reader in Economics, LSE 

illem Buiter, Professor of Economics, Yale 
eghnad Desai, Professor of Economics, LSE 
strin, Lecturer in Economics, LSE 
Green, Lecturer in Economics, University of Leicester 
j indley, Senior Lecturer in Economics, LSE 

n Marin, Lecturer in £conomic iS - 
ris Perlman, Senior Lecturer in Economs ics, LSE 








b Sutcliffe, Visiting Professor | in Economies, University of Massachusetts at Amherst 
shit Wadhwani, Lecturer in the Workings of Financial Markets, LSE 
avid Webb, Lecturer in Economics, ASE + 


'iccommedation | in is s new Butlers Wharf residence are £1,750 
nj. The fee foi r tuition alone is £975 (£525 for one session). 


A ! ternational Summer School in Economics, LSE, 
Alin Fax: 01-831 1840. 





LONDON SCHOOL OF ECONOMICS _ 











. € DISTANCE LEARNING C COURSE - 


mn € cp 
Graduate 
Business 


School 








The Strathclyde Graduate Business School is 
internationally renowned and respected as one of 
the most innovative Business Schools in Europe. 

We are now accepting applications for 
enrolment to our MBA Programme. 

We offer a flexible, credit based Degree 
which can be achieved by Full or Part-time study or 
by Open Learning. 

- Tailor-made In- -Company MBA NE 
and the new Diploma in Business are also available. 

Use the MBA to enhance your career and realise 
your full potential in management — contact: 

The MBA Admissions Secretary, 
STRATHCLYDE GRADUATE 
BUSINESS SCHOOL, - 


130 Rottenrow, Glasgow, G4 OGE Scotland. 
Telephone: 041-552 7141. 





A Faculty of the University of Strathdyde. 


| A HENLEY MBA - 
YOUR PASSPORT TO SUCCESS 


-IN EUROPEAN MANAGEMENT i 


Reach the top in management by taking an MBA through Henley — Europe's 
senior business management college. With over 40 years experience, the college offers: 


€ |2 MONTH FULL-TIME COURSE. 
e MODULAR COURSE - ENING COLLEGE-PASED STUDY 





- STUDIED ED AT HOME, | i YOUR 
OWN TIME. | 


The Henley MBA is — ieget the World Facilities for local study 
are available in many countries. For full details contact: 7 


MBA Admissions | 
Henley ~ The Management College, Green! lands, Tun ou E 
Henley-on-Thames, Oxon RGY 3AU, U.K. (dp. 

Tel: (0491) 571454 Fax: (0491) 410184 















€ th axpert help. 
siness schools, & some in Britain, require the Graduate. 
Admission Test for an MBA course. Prepare, with an intensive 

un by specialists & led by Dr E.D. Jaffe, the GMAT authority. 

i "GMAT Seminar 29th/31st May 1990 in London 
Details & prospectus. Registrar, GMAT Ecucationst Seminars, 
London Management Centre Suite, 235 | gd Holborn, oor 

Or ied ovate 8 Moo v 













POSTGRADUATE ] 
DPPC RTUNITIES IN THE 





Five aught courses ‘offer ose ifie: to students from. a wide range oti academic and 
 ““ofessional backgrounds to study for a postgraduate qualification in Economics. Each 
iurse is one year full-time or two years part-time. 
MSc Ka ADVANCED DIPLOMA IN ECONOMIC DEVELOPMENT 
drone recognition for allocation of studentship awards) 
MSc or AD ANCED Di DIPLOMA IN PUBLIC SECTOR ECONOMICS (full-time only) 
ADVANCED CERTIFICATE IN ECONOMIC ANALYSIS 

A PE are also invited from students wishing to read for an MSc/PhD by research, on 

topics within the fields of Economics, say Development and Economic History. 


For further details contact Postgraduate Secretary, Department of Economics, 
$6680 (Sul of Salford, Salford M5 4WT, England. } Telephone: vx 5724; Telex: 
(Sulib); Fax: 961-745 5999. 












GOVERNMENT OFFICIALS. DIPLOMATS, SCHOLARS 
Executive Program — 
on the 


US FOREIGN POLICY PROCESS 


School of Public Affairs 
University of Maryland — 


Fellowships available for an intensive high-level seminar on US 
international economic and security policymaking. Six-month 
rogram for 20 non-US officials, policy-oriented scholars and 
n led by internationally-recognised specialist IM Destler. 
ncludes direct contact with foreign policy officials, members of 
Congress and eed analysts in nearby Washington, DC. Special 
interest in applicants from developing counties. 


Seminar dates: January 8 July 12, 1991 
Application deadline: September 3, 1990 


.49r details please contact Jane L. Barber Thery, Morrill Hall, 
School of Public Affairs, University of Maryland, College Park, 
E 20742; telephone (301) 454 1965; telex 887294; fax (301) 454 
1 


[rogram am of the University of Harttord Wi 


I AMERICAN 


...| -Bachelor in Business Administration 
-| 2yearsinFranceand 1 year on the 
^| campus of the University of Hartford 
| or3yearsin France. RR B A 
Master in Business Administration - DIT IT 
| 1 year: Paris or Hartford. | ! A | 
| «Admission Requirements: IN 4 VE ARS 


1st year: Bac, High School Diploma ... 
1| 2nd year: BTS, DEUG, DUT... 
_ | 3d year: "License" or equivalent. 


| American Bus Business School 


privé .en Haison avec 


) UNIVERSITY OF HARTFORD | 


- [mns PARIS: SAY DE LA GRANDE ARMEE 


.96.01 Fax: 40.67.96.96  T61:78.64.15.31. Fax: 78.83.21.08 























FRANCE/U.S.A 


69009 LYON-24,AV JOANNES-MASSET.Bat 5 | 














GSB UNIVERSITY DEGREE E 


secure in their Jobs or Professions. 
Ean A BACHELOR'S. ~~ or DOCTORATE ee a 





90049 137—-08A 
Fax: 21 Sene 


AAG: STENT MAAE nine, e “RMIT JUPE INN R SEMEN SIRAC PRA. 













UNIVERSITY OF 
NEWCASTLE UPON TYNE - 

- DEPARTMENT OF AGRICULTURAL | 

ECONOMICS & FOOD MARKETING - 


MSc International Agricultural Marketing - P 


The MSc is a one year full tme (two year time) dero, consisting of rine months of | 
course work ee ee d iret nosh dissnrts 
Two core courses, Marketin axis ma as International Agricultural and Mee i 
Mane. abi ncm ? skills. in dri. bien poli and the Fol ni » 



























^pplica tone ar are » invited trem graduates in agricultural or social scienons: Candidates. 
with professional ificatio appropriate work e; will be considered. For: 
without a suitable background, a preliminary year of course work is available. - 


applicants 
For further details contact: 








Ms E. A. Oughton 
nen et Agius Economics and Food Marketing 


MENT PROGRAM FOR 
TIVES (MPE B 























|! Forsome companies (datu winning: at balisi is more „difficul 

| than ever before. Monopoly is no longer an option, risks 
| abound, and checkmating foreign competition is hardly à trivial 
| pursuit, And for people like you who manage these companies, | 
| the hazards of performing on an uneven playing field fullof- 
hurdles can becostiy. The ever-changing rules of the business | | 
game keep unprepared managers running in place. | 


The Management Program for Executives (MPE) at the Univer 
sity of Pittsburgh helps managers overcome these obstacles... I 
is a fast-paced general management program designed to kee 
seasoned managers challenged and involved. That's why ove: 
the past 40 years more than 3,000 executives from 75 countrie 
chose the Management Program for Executives. 


1990 SESSIONS: 
APRIL 22 - MAY 25 * SEPT. 16 - OCT. 19. 


Lema EAA? VEN ANSE SA AAA N AE AAA ANA SEA megen AREA ANAA AAAA E nO Nanette 


To make a reservation or obtain more information, |. ` 
please contact: 


Richard E. Headley 
Director-MPE 
| University of Pittsburgh Fax: 
301 Mervis Hall 
Pittsburgh, PA 15260 


Telephone: (412) 648- 461 
Telex: (Intl) 199126 — 
(412) 648-1693 


TZ GRADE ATE SCHOOL OF BUSINESS 


JOSEPH M. KA 





_EXTERNAL UNIVERSITY DEGREE 


- BACHELORS - MASTERS « DOCTORATE * PLUS LAW 
Full credit. for work & life experience. No residency required. 
SEND RESUME FOR NO COST EVALUATION 
LA SALLE UNI VERSI ity DEPARTMENT. 65: 
Mandeville: LA 70470- 4000 USA ^'^ 
_Phone 504- 624. 8932 Fax 504- 624- 8931 




















: at the most renowned school 





* The highest quality ST 
e A high-level international student body 
© A cordial, hard-working atmosphere 
"eÁ breathtaking setting on the Riviera 
. *Atruly dedicated staff _ 


Daily 8.30-17.00 with 2 meals 
For ue” 8 levels: ‘Beginners I toAdvanced II . 


- Next 4-week immersion course starts 7 May, 4 June, etc. 


| ‘Groupe ESC Lyon 


CON GRADE ATE SCHOOL, OF BESESESNS 


| A European MBA 
| for the ^ 


de As Europe moves disa towards economic 
| integration the demand for managers witha truly 

|. international perspective is. increasing. To meet this 

a challenge Cranfield School of Management and the 
CESMA programme of Groupe ESC Lyon have developed 
a joint European MBA, commencing in September 1990. 


2 The full-time 12 month programme, during which 
participants will study at both Lyon and Cranfield, is 

` designed to develop: | 

m Managerial skills and knowledge in an international 
X. context. 

a The ability to recognise and manage change in the 
dynamic European climate. 

m Akey understanding of the European environment. 
= isi language skills at a business level. 

This is a unique opportunity for outstanding 
candidates, with language skills in addition to normal 
entry qualifications, to receive MBA degrees 
simultaneously from two of Europe's leading university 
management schools. 


For further information contact 

< Alan Hector, Edith Roesch, CESMA 

- Cranfield School of (Groupe ESC Lyon), 

. Management, Cranfield 23 av. Guy de Collongue, 
Bedford MK43 OAL. BP174, 

Tel: 0234 751122 69132 Ecul ily Cedex, France. 
-Fax:0234 751806 - Tel: (33) 72 2025 30 





4 BACHELOR, MASTER. DOCTORATE) 


Get ready f for 19921 learn. French now 



































7 wan Villefranche/Mer - ED?, France. Tel 93 01 88 44. Tix 970 989F. Fax 93 76 a 17 


& Cranfield 


School of Management 
















FAIRFAX. UNIVERSITY home study 
degree programs. Entry at any. time. 

: edit given for prior learn- 
ing/experience. No classes to attend. 


Taking the GMAT or RE 


exams? 





For free catalogue, write: Fairfax Uni- We CAN help 
‘versity, Dept EC, 2900 Energy Centre, 


New Orleans, LA 70163 USA. Write to: | 
— Graduate Tutorials, GTAC Associates 
| FREEPOST, London W5 4BR 
. EARN A DEGREE. Use your past experience as | Tei; 01 
credit toward your degree. No classes, seminars | 
Of on-campus attendance. Studies build. upon 
: your experience. Seif-paced » Send Resume | 
"C ij For No Cost Evaluation 








| The intensive way and in real | 


immersion. This means living in | TOT 
| one of du. most Mee que te | AL NATURAL IMMERSI 
tons of France and really becom- 
de fluent. Also vacation and. | with French participants for 7 
learning plan. Cultural pro- | Panton deris ihe DORDOGNE 


gramme in Paris, Winter pro- 

Haat on the French Riviera. 
| State age, goal level and time 

available. US transfer credits. 


The French and American Study 
Center, BP 176, Lisieux 14104, 
Cedex, France. Tel: 31 31 22 01. 
Fax: 3131 22 A. 





| J. J.L. Lefevre CIEL.BP.180 
24490 LA ROCHE CHALAIS, France 
Tel: 53 91 44 28 


UNIVERSITY OF YORK 
MSc in Health Economics 


May be taken on a full-time basis (over 12 months) or on a. part-time imodular) basis over two 
years. Access is not restricted to those with a formal ! background in economics. 
The course offers: 

* An excellent all-round training in economic theory and quantitative methods, with special 
courses geared to research and applied work in the field of health care. 

* The benefit ot visiting specialist speakers, and the chance to make contact with an international 
network of researchers and decision makers. 

* The possibility of a wide range of career opportunities ina large number of locations. 

* An opportunity to use economic skills to tackle difficult but important problems in what are. 
literally, matters of the quality of life and death. 

The MSc course has recently received an A/P rating fram the ESRC, and because of substantial 

financial support from the Department of Health, ERSC, and the York Health Economics 

Corsortium, the chances of scholarship support for good quality applicants are excellent. 

Further details may be obtained trom: ~ 

Jahn Posnett, Department of Economics and Related Studies, University ol York, York Y 


500, England. 
tel: 0904 433790 or 433766 _ 






















BRUSSELS. TO LET: three storey 
office building—400sq metres, 3min 
walk from oo Parliament. Call 
Brussels 734.8187.. 





35 MILES TO NEW YORK cry, $ 
bedroomed house. Waterfront, in- 
ground heated pool, boat house, . "t 
ting green. 1 acre. Price: $560, 000. Tel: 
516-598-0217. : 










Well established. beachfront apurtment develop. ^ 









mem offers for sale blocks of Two or four foe HA WA ie 

bedroom apartments. Excellent investment, pare f 

Geularly for Hong Kong tapan investors wah f i urtul econo i 
tong-term interest in Caribbean. Owner manager. $ IE iem clot aor a Rim my. US 


will provide ongoing management services. 



















H not interested in purchasing. wy us for à quiet. 70: prügnmyipersog tat hon e office. Üver- É 
relaxing vacation. Pieae vali 01-367. 3175 for bo of look gol/ocean/ami “fine fest. Doy 
holiday reservations. r two worid: $126,500. F 


Barrymore Beach Ctub, PO Hox d Antigua. 1] 552 2441. ; 











APPOINTMENTS 


PPI BRAMALL ANTES 


CHAIRPERSON 


_ Department of Economics 
University of Southern California 


The University of Southern California invites recommendations and 
applications for the position of Professor and Chair of the Department of 
Economics. The department, in the Division of Social Sciences and . 
Communication of the College of Letters, Arts, and Sciences, has a faculty - 

of about 23 members. It offers PhD and master's degrees programs in à 

| — wide area of specialisations. m 3 oe 
Candidates for the position must have an outstanding record of research 

and scholarship. They are pe to have demonstrated administrative — 
skills and must be prepared to assume the academic leadership. and 
administrative direction of a department which is in the process of 
expanding. ee +. | 

Please send applications with your curriculum vitae, and recommendations 
of candidates to: | : | 

Chair Search Committee. 
Department of Economics 
The University of Southern California 
Los Angeles, CA 90089-0253 
An Equal Opportunity/Affirmative Action Employer. 







































UNIVERSITY OF CANTERBURY E 
SENIOR LECTURER OR - 
LECTURER IN ECONOMICS 


(Two Positions) 


Applications are invited for two positions, either continuing or three year fixed term 
appointments, in the Department of Economics. The Department emphasises core 
material in microeconomics, macroeconomics and econometrics in its teaching and 
re h. dr . 

Position No. EC25: Applicants should possess qualifications to teach and carry oüt 
research in economeitics. Preference will be given to applicants specialising in 
econometric theory. A Chair in Economics is held by an econometrician, Professor D. E. 
A. Giles. RES c 

Position No. EC26: Candidates should possess appropriate qualifications to teach and 
carry out research in macroeconomics. Aa ability to teach econometrics would be an 
advantage. 

Enquiries of an academic nature may be directed to Mr A. E. Woodfield, Head of 
Department, telephone (64) 3 642 653; fax (64) 3 642 099. ms s 
The salary fot Senior Lecturers is on a scale from NZ$50,000 to NZ$58,600 per annum 
(bar), and a range from NZ$60,800 to NZ$64,500; and for Lecturers is on a scale from 
NZ$36,000 to NZ$43,700 (bari, and from NZ$45,000 to NZ$47,200 per annum, 


-UNIVERSITY 
ECONOMICS 










| after. Fg dem on the age-related scale £10,458- 
£21,852. The successful candidate may be offered a 

fellowship at Wolfson College. — | 

| Further particulars may be obtained from the 

| Administrator, Social Studies Faculty Centre, | 
George Street, Oxford OX1 2RL, to whom applica- - 

tions (eight typed copies, one from overseas 

r^ dee should be sent to arrive by 20 May 








= The University isan Equal Opportunity Employer 


ate institution with an enrolment of approximately 23,500 on the 


_of Business Administration and Graduate School of vie o 


Collegiate Schools: of Business ( A ACSB). The College and 


are encouraged. 




























BRIDGESTONE PROFESSOR O] 
INTERNATIONAL BUSINESS | 


Kent State University seeks an exceptional scholar for the 
Bridgestone Chair of International Business. The individual 
selected will be someone who is nationally prominent as an 
International Business scholar.in any business related discipline 
including: Accounting, Economics, Finance, Marketing, and. 
Management. oo, MS 

Kent State University is a comprehensive undergrade and gradu- 


Kent campus and 7,000 on seven regional campuses. The College 


offers programs at the baccalaureate, masters, and doctora (PhD) 
levels and is fully accredited by the American Assembly of 


University are actively engaged in a large number of international 
programs and activities. - m "oci 

The chair offers a competitive compensation and support pack: 
age. Opportunities for interaction with the business community 


The search committee will begin to review applications and - 
nominations as they are received and will continue until the - 
position is filled. mE Ro 
Applications or nominations should be addressed to: Michael 
Sesnowitz, Chair Search Committee, College of Business Adminis- 
tration, Kent State University, Kent, Ohio 44242 USA. 
Kent State University is an Affirmative Action! EEO Employer 








LOUGHBOROUGH UNIVERSITY OF 
TECHNOLOGY | 





jn 


DEPARTMENT OF MANAGEMENT STUDIES 
Applications are invited for two establishment posts in a 
large expanding multi-disciplinary department. si 


g/Economics 
Applicants should have experience and research interests 
either in banking and finance or in business economics. - 


Applicants should have interests in the related fields o 
operational research, systems and information technology 
For both posts preference will be given to apse wi 
proven teaching and research ability and with a willingne 
to contribute to the Department's post-experience ma 
agement programmes. C ee 

The appointments, which will be made as soon as possib 
will be at either Lecturer Grade A £10,458-£15,372 pa. 
Lecturer Grade B £16,014-£20,469 pa. e* 
dis cui for further information and application forms t 
the Personnel Officer, quoting the appropriate reference 
For informal discussion candidates may telephone Profes 
sor I. Morison, telephone 0509 222720 (B/E post), Profes 
sor G. Gregory, telephone 0509 223100 (OM post). i 
Loughborough University of Technology, Loughborough 
Leicestershire LE11 3TU. : 







































ae of Canterbury _ 
v Zealand - 


JIOR. LECTURER OR LECTURER 
N POLITICAL SCIENCE ; 


bp ications are f invited for the above 


Political ic itical Science. Offers courses at the 
aduate, Master's and PhD level 

i: following areas: Comparative 

3, International Politics, Political 


T of Videmus The success- 


te Ts relevant to New Zealand and 


salary for Senior Lecturers is on a 


scale from NZ$49,000 to NZ$57,000 
per annum, and a range from 
NZ$59,000 to NZ$63,000 per annum, 


. and for Lecturers is on a scale from 


NZ$35,000 to NZ$42,500 (bar), and 
from NZ$44,000 to N2$46,000 per 
annum. 

Further particulars and Conditions of 


Appointment may be obtained from 


Appointments (37682), Association of 
Commonwealth Universities, — 36 
Gordon Square, London WC1H OPF. 
Applications, quoting Position No 
PO24, close with A. W. Hayward, Reg- 
istrar, University of Canterbury, Private 
Bag, Christchurch, New Zealand, on 31 
May 1990. 

The University has a policy of equality 
of opportunity in employment. 


OXFORD ANALYTICA 
EDITORIAL STAFF 


This leading Oxford-based research and consulting firm has 
< openings for young, dynamic graduates with a strong grounding in 
international politics and economics. One post will go to a 
specialist in Soviet and East European affairs who ideally will have 


3 „A relevant post-graduate degree. 


| Responsibilities include research and editorial support for net- 
5 works of scholars contributing to the Oxford Analytica Daily 
= Brief, and an expanding range of consultancy studies. 

< The ability to communicate effectively and write succinctly under 


| pressure is essential. 


Salary will be commensurate with experience. 
|. Please send applications with curriculum vitae to: 
| _ Managing Editor, Oxford Analytica, 91A High Street, Oxford OX1 4BJ 


outokumpu 


Outokumpu is a growing international metals group with annual sales of 
-US$ 3 billion in 1989. It has production facilities in 10 countries and 
~ personnel of ca 16,000. The principal business sector covers mining, 
-smelting and refining of base and precious metals. 


University of Reading 


THE HISTORICAL STRUCTURE OF 
INNOVATIVE ACTIVITY IN THE UK 
AND EUROPE SINCE 1890 


Research Fellow required in the De- 
partment of Economics to commence 
between 1 June and 1 July 1990 for a 


fixed period of three years on an ESRC 


funded. project directed by Dr John 
Cantwell. The project involves a statis- 
tical study of patenting activity by Euro- 
pean firms. it will lead to the publication 
of both research papers and a book. 
There is the opportunity to register for a 
research degree. Starting salary is up 
to £12,381 per annum. Apply for appli- 
cation form and further particulars to 
Personnel Officer, University of Read- 
ing, Whiteknights, PO Box 217, Read- 
ing RG6 2AH, telephone (0734) 
318754. Please quote reference 
R9015. 





Open University Schoo! ot 
Management, UK and 
University of Saarland, FRG 
TWO RESEARCH FELLOWS IN 
CROSS-CULTURAL MANAGEMENT 
STUDIES (TWO YEAR 
APPOINTMENTS) 

With the support of the Anglo-German 
Foundation a ioint project to study 
cross-cultural management processes 
in German-British industrial co-opera- 
tion has been inaugurated by the Open 
University and the University of Saar- 
land directed by Professor D. S. Pugh 
(OU) and Professor Dr C. Scholz 
(Saarland). The aim of the studies is to 
increase understanding of the prob- 
lems of cross-cultural co-operation for 
business and commerce and to devel- 
op suggestions for improvements. 
Applications are invited for two Fellow- 
ships, one to be held at each Universi- 
ty, to work on this project, from men 
and women with experience at doctoral 
level of social science based research 


_ in the management field. Experience of 


empirical data collection and analysis, 
and knowledge of the field of cross- 
cultural ids cci behaviour is re 





z Equal — is bulis es F 


The Dverety College 


of Waies 
Aberystwyth 
LECTURESHIP IN MARKETING 


Applications are invited for a three year 
appointment from appropriately quali- 


fied candidates with interests in any 
area of marketing, or from candidates 


in cognate areas wishing to develop 
teaching and research expertise in this 
field, as a member of an active market- 
ing team within a expanding Econom- 
ics department. The salary will be on 
the Lecturer Grade A Scale £10,458 to 
£15,372 per annum. 


Application forms and further particu- 
lars from The Stating Officer, The 
University College of Wales, Old Coil- 
lege, King Street, Aberystwyth SY23 
2AX. Telephone 0970 622054. Closing 
date for applications: 1 May 1990. 





quired. For the German post a 
knowledge of English and Germ 
required. For the British post a good 
knowledge of English is required and 
knowledge. of German would be an 
advantage. The British appointment 
will be made at Research Fellow grade 
2 £15,372-£20,469 per annum. The 
German appointment will be made at 
BAT HA, cDM57,200. The starting 
salary will be according to age, qualifi- 
cations and experience. 

Further particulars for the British post 
can be obtained from Maureen Leigh- 
ton (5825/3), Open University, School 
of Management, Walton Hall, Milton 
Keynes MK7 6AA. Telephone 0908 
655870; for the German post these can 
be obtained from Saarland Professor 
Dr C. Scholz, Professor Business Ad- 
ministration, University of Saarland, 1m 
Stadwald, 660, Federal Republic of 
Germany. Telehone 010 49681 302 
3912 (direct line). Closing date for ap- 
plications: 23 April 1990. 

The Open University is closed for 
Easter from 12 April to 18 April 
inclusive. 


The Base & Precious Metals Sector of the Outokumpu Group is building 
. up a Research Team in London. Its specific task is to provide strategic 

support for this Sector and to assist in the selection of development 
- projects. In addition the Team will be responsible for providing 
: commodity market forecasts, competitor analysis, country reports and 
< advice on general economic environments. 


We. are looking for a person with relevant experience to head the Team. 
n informal and. dynamic working. environment in Wimbledon Village 

with a truly international business horizon as well as a competitive 
muneration package are offered. 


Please send your application to Outokumpu Resources 

ervices) Ltd, Haygarth House, 28/31 High Street, Wimbie- 

Village, London SW19 5BY, for the attention of Mr H. 
“Solin, Managing Director. 


- For additional information, please contact Mr Solin, tele- 
: na 01- -944 ee or Mr T. dated in Heisinki, telephone 010- 








- SOCIAL/HEALTH SCIENTISTS 


The Population Council, an international nón-profi organisation seeks two 
. senior social or health scientists to.serve as Senior Representative tor 
| programs in Latin America and the Caribbean, and in West Asia and North - 


Africa. He/She will be based at the Council’ s regional office in Mexico City, 
and in Cairo, Egypt. Council activities in these regions include worldwide 
programs of research and collaboration in the fields of population policy, 
biomedical research, family planning and fertility, the introduction of new 


contraceptive technologies, reproductive health and child survival, the 


roles and status of women. Representatives are responsible for program 


, and policy matters, initiation, development, and implementation of Council — 


activities in region, fundraising, and other program efforts. 


; Qualifications: Doctora! level degree or equivalent in social or health - 


science related to population; minimum of five years experience in 


] dernonstrated management of international programs; strong verbal and 
written communication skills. Experience in a residential developing > 


country essential. Fluency in Spanish for Latin America position; for second 
position French, Arabic or Turkish desirable. Competitive salary and 
excellent fringe benefits. Respond by 31 May 1990 to Dr George Brown, 
Vice President and Director, Programs Division; The Population Council, 
One Dag Hammarskjold PM, ew R NY- TOO An ANEEO 
Employer M/F. 





PPOINTMENTS 


ARCHITECT/ 
ENGINEER 


‘Must have background in 
modular, pre-fab or panel 
[| construction for hotel/motel 
| projects, concrete or wood. 
European base, top pay, all 
"benefits. 

Fax résumé to Mr Jason, USA 
404-872-4838. Coastal Pro- 

 perties, a division of 1.1.G. | 


































London School of Economics 
and Political Science 


bed, ^ in Skill: A BP-Supported 
_ Research Project 


_ RESEARCH OFFICER 


125 Wations ate invited for the post of Research 
-er at the London School of Economics to 
bidon. fhe imptications of the daciine in the 
number of young people coming onto the labour 
market aad its consequence for access to pare 
sixteen education and training. The project will 
use the General Household Survey data files and 
other material. 
Applicants should have a strong background in 
economics and quantitative methods, together 
with substantial computing experience. 
The appointment will be for one year with the 
possibility of funding for a second year. Salary will 
be in the range £10,458-£16,665 plus £1.767 
London Allowance a year. in assessing starting 
salary consideration will be given to qualifications, 
age and experience. 
Application forms and further particulars are 
available from the Staffing Office, Room H515, 
London School of Economics, Houghton Street, 
London WO2A ZAE. 
Closing date for applications 31 May 1990. 
Note: the School will be closed from 12-18 April. 


An Equal Oppartunities Employer. 





UNIVERSITY OF WARWICK 
INSTITUTE FOR 
EMPLOYMENT RESEARCH 


Research Fellow/ 
Associate —Economist 


Applications are invited for an 
appointment in the Institute 
for Employment Research. 
Candidates should have a post- 
graduate degree in economics 
and a strong interest in applied 
research in the labour market 
field. The appointment will be - 
for up to two years in the first 
instance, commencing as soon 
as possible. The salary will be 
within the Research Range IA: | 
£10,458-£16,665 per annum or 
IB: £9, 816-£12,381 per annum 
depending on age and experi- 
ence. As a matter of general 
policy, the IER is willing to 
consider appointments on à full 
or part-time basis. 


Those wishing to discuss the 
appointment informally are in- 
vited to contact the Institute's 
Director, Professor Robert 
Lindley, on 0203 523503. 
Application forms from the 
Personnel Office, University of 
Warwick, Coventry CV4 7AL 
(0203 523627) quoting Ref No 
35/A/89/43 (please mark clearly | 
on envelope). Closing date for 
application 4 May 1990. 


AN EQUAL OPPORTUNITIES 
EMPLOYER _ 





BUSINESS & PERSONAL —— 7 


ARI 



















CANADA—USA 
EUROPEASIA—TRADE 


Learn of: 
Offshore investment in Canada 
enabling USA market access 
‘orth American firms & Europe 1992 
Profiting trom Asian investments 
New ideas for global marketing. 
Subseribe and receive 20 issues annually. 
Send payment (CANS$125 or USS110 or 
£70) and address to: Circ Dept, "Canada 
infoletter", 4802-2020 Highbury Street. 
Vancouver, BC CANADA VSR 3T3. 


US IMMIGRATION 


| Obtain US Immigration through pur- 

| chase of secured and well-rewarding 

. | real estate or opening. of American 
| branch companies, etc. ALL MAT- 
| TERS HANDLED BY A LICENSED US 

1 ATTORNEY/PRD ECONOMIST. 


| Visiting Hong Kong, Taiwan, Thai- 


| and, 1 Pakistan and London during | 


-ington ae 088 U 
:299- 69. Fax: (301) 983- “3498. 


















U.S. VISA MATTERS 


Visa requirements for companies, 
partnerships and individuals doing 
business, or wishing to do busi- 
. ness, in the United States. 
Law Office Edward S. Gudeon^, 17 
Bulstrode Street, London WIM 5FQ. 
. Tel: 01-486 0813. Fax: 01-224 2337. 


“US. lawyer resident in London. Practice 
limitedto U. 5. immigration and nationality law. 


Fully furnished px one and two bed 
apartments. 

Quiet tree lined street close to shops. 
restaurants and tube station. Video 

security. 

Min one week. £336 to £805 pw. Full 
info, Tel 01-225 0184. Fax 01-225 
0280. Telex 893095, 


WILLETT HOTEL 


32 Sloane Gardens, 
London SW1W 8DJ. 
Tel: 01-824 8415. 
- Fax: 01-824 B415 
Telex: 926678 
Small character town house, off Sloane 
Square, All modern facilities. Full English 
breakfast inclusive of very modest rates. 
^? ALINBAR EXCLUSIVE HOTEL 











THE UNIVERSITY OF ADELAIDE 
South Australia 


invites applications from both women and men for the following position: 


SENIOR LECTURER/LECTURER IN ECONOMICS 
fTenurable: ref 1389) 


The appointee will be expected to teach undergraduate and postgraduate s 
and will be expected to participate in the Department's research activitie 
Courses offered by the Department, at undergraduate, honours and mast 
levels, include economic :heory; international economics, statistics and econ 
metrics, economic history, economic EIER MEN economics. a 


other areas of applied economics. 


Applicants whose areas of interest. include microeconomics. are ud 
welcome. However, thosc with an interest in any area of economics, includi 


econometrics, are encouraged to apply. 


The position is available from 9 July 1990, but the sue cessful ap 3 
negotiate a mutually acceptable starting date. : 


Further information cónzerning the duties of the position a 
Department's programs may be obtained from the Chairperson, 
Department of Economics, telephone 61 8 228 5528. AA 


It is University policy to encourage women to apply for romid 
appointment to tenurable academic appointments. Holders of full-t 
_or tenurable academic appointments have the opportunity to take lea 
pay on a half-time. basis for a specific period of up to ten years w 


necessary for the care of children. 





Information about the general con, tions of appointment and selectior 
may be obtained from the Senior Assistant Registrar (Personnel) at 
University, or from Appointments (37671), Association of Commonw 
. Universities, 36 Gordon Square, London WC1H OPF. 


Salary per annum: Senior Lecturer: A$42, MI» x 5-A$49,529; Lecturer: : A$32 19 


X 7-A$41,841. 


Applications, in duplicate, quoting "diei ier 1389 and: iiie full TEE: 
particulars (including whether candidates hold Australian permanent. residence 
status), details of academic qualifications and names and at i 














referees should reach the Senior Assistant Registrar (Personnel) at the University 


of Adelaide, GPO Box 498, Adelaide, South Australia, 5001, telex UNIVAD AA 2 
89141, facsimile 61 8 224 0464 not later than 19 May 1999. ML 
The University reserves the right to make enquiries of any person regarding ad 
candidate's suitability for appointment, not to make an appointment or to appoint ; 


by invitation. 


From 1 January 1991 Roseworthy Agricultural College will merge with the. - 


University of Adelaide. 


THE UNIVERSITY IS AN —— OPPORTUNITY EMPLOYER. 


p" LONDON " » 


Quality serviced apartments offering best value for 
money, Our apartments offer great savings com- Eg 
pared to hotels. Fully serviced, private bathroom, 
kichen, TV, telephone, central heafiag, elevator. 

| Centrally located itt Kensington area. a 





g Tourist Board : 
Ashburn Garden Apartmants | 
m 3 Ashburn Garde 
South Kensington, london SW? 406, Uk 
a Tel: 011-441 370 


IMMIGRATION T0 BRITAIN | 


Do you need sound advice on UK immigration 
matters? if so, come to the Professionals. 
Former senior officials of the UK Immigration - 
Service will assist with every aspect, including 
business investor cases, work peamits, aver- 
. seas company representatives anc all individ- 
ual requirements. Further details from: 
e" — Led 316, Premier 
sou London SWIP. 
rer st 222 Fax: ett) 222 222 5358. 


HANDWRITING ANALYSIS 


Suspect Documents: Examiner of 
Forged/Anonymous writing. 
Also 


Personnel/Character Assessment. 


P. Lavell 
9 Village Close 
London NW3 5AH 


Tel: 01-794 6060 Fax: 01-267 4201 


us your plans for bid. 


m «d Call or write for free brochure. Northe i 
| Counties Lumber inc, Route: teh 


| d 5923032. Fax: (703) 592-355 
Fax: 0114413706743 g — — — 
Wasuanua a 


CASTLES IN THE S 


‘or villas in the vineyard. The best city 



































US HOUSING EXPORTS 
Largest custom -builder in Virginia wil à 


containerise and ship homes to your loca 
tion. Many models to choose from or send | 


Box 97, Upperville, VA 2217 


ITALY. 


country rentals ali over ITALY. ; 
special ist et in ROME will help design 


tect holida "n 
NTERNATI SERVICES, 
agna 35, , ITALY; FAX (01 
29. 1 (212) 794 


manager with long experience. in. dir 
insurance seeks contacts. Has goad e 
rience in Risk Management, finan 
methods, and negotiating, plus good coi 
tacts in business and management. Work 
professionally with anticipated profit 
Can guickly build up a sales habere 0l 
then lead and develop it. is also adviso 
inventors; developing, financing and. 
keting their ideas. = 
Vallkärra 22 


Contact: Peter Corrigan, V. 
$-225 91 LUND, Sweden, " +46 
48003. 


















Use your assets to 


IMMIGRATE TO USA 
Ask for our free brochure. We offer co- 


ordinaled visa, real estate and tax advisory 
services by licensed professionais. 


SWISS CONSULTANT 


GROUP (USA) INC 
Fax: +1813 254 0013 el or 
Fax: +41 1 910 0814 (Switzerland) 











Business i in Germany 


Our concept offers the ideal solution for compa- 
nies planning to establish branches, sales strong- 
holds, agencies. We hold available an inexpensive 
alternative for you: 


— Afirüctive off ce-rooms 
-= Business address 

— Modern communication facilines 
~~ Mauinlingual secretaries 

— Product Marketing 


You intend to have your awa subsidiary in Germa- 
n Fax: (0) 21 51/391 481, Telephone (0) 21 51/391 



























i A9. ae ar s 
dics to penthouses Central don, 
se t0. Harrods, theatres, & museums, 
/, maid service, 24hr recep. Short/ | 

ba Perfect. for bic or kkur | 













IE PAF f OFFSHORE 
erea E COMPANIES 
- HOTEL ROOMS (from) | BRITISH VIRGIN 
SLEEPS2 £85.00 + VAT | | ISLANDS 


SUITES (from) ` 
SLEEPS 4 £144.50 + VAT 




























HONG KONG £500 
IRELAND NON-RES £450 
ISLE OF MAN £350 





INCLUSIVE OF: JERSEY £550 
» Sumptuous English buffet Hot 
breakfast LIBERIA 












*- Colour TV radio PANAMA $950 



























* Direct dial telephone FULL NOMINEE, MANAGEMENT, 

* Hairdryer AND ADMIN 

* Hospitality tray/tea/cottee/ sie is iru 

* Cooper, RONDE DISCUSSION AND BROCHURE CALL 

k Luxury k COLIN FOSTER 

ry Kitchenette in each suite OVERSEAS COMPANY 

* Luxurious appointed bathrooms REGISTRATION AGENTS LTD. 
* Guest lounge COMPANIES HOUSE 


B ironing centre/trouser press 


TOWER STREET 
* Room safe RAMSEY 


S 
ndi OF MAN 






















: “41-43 Beaufort Gardens 
‘London SW3 1PW Mes ig aie 
Tel: 01-581 9944 Fax: 01-225 3447 s.t a o es 
... Telex: 268235 FAX 0624 815548 






ANDORRA T UN 
BUY DIRECT FROM BUILDERS ` 
Andor ra- the true tax haven in the Pyrenees 

ales manage inént. and al service. 


n. DORRAN PROPERTIES 
Kings s College Road, Ruislip, Middx HA4 8BH. Tel (0895) 621617 















OFFSHORE COMPANIES ETC 
Based in the TAX-FREE Turks & Caicos Islands, we 
specialise in the following. 

— * Bank, Trust & Company Formation & Administra- 
tion Services 
* Captive Insurance Establishment 
* Redomiciliation of Foreign Companies 
* Nominee Services | 
* Local Business & Real Estate Investments & 

Immigration : 

WE SCAN FORM YOUR COMPANY WITHIN 24 HOURS 


WINDSOR PARAMOUNT TRUST, 
CORPORATE SERVICES LTD, 
1, The Arch Plaza, Leeward Highway, 
jales, Turks & Caicos Islands BWI. 

8 4910. Fax: (809-946) 4911. 


















































Australian Immigration DIPLOMAT 











New Zealand Immigration HOTEL 
We can advise you on your prospects of | 
approval for ae on to ‘Australi iia and New 2 i EET 
Zealand and we also prepare, manage and | 
defend applications for migration to these LONDON SW1X 8DT 


Countries. 


We are an Australian Law Firm with offices in 
Sydney, Melbourne, Brisbane and London. 


Andrew Hodgson 


Tel: 01-235 1544 
Telex: 926679 DIPLM TG 
Fax: 01-259 6153 






















Barlow & Co in exclusive Beigravia within walking dis- 
Australian Commonwealth tance of Harrods. Provides unsurpassed 
immigration opportunity for super accommodation and 
Solicitors and Altorneys fuli English breakfast at exceptional value. 
aiiis over eid Single bedroom from £49.95 + VAT 
el: 


Double/Twin from £74.95 + VAT 
A LINBAR EXCLUSIVE HOTEL 





Fax: 01-734 4561 









School of Oriental & African Studies | 


in association with The Anglo-Japanese Economic Institute 


WHICH PATH FOR THE JAPANESE FINANCIAL SYSTEM 


A One-day Conference 3 May 1990 
10 St James's Square, London SW1 


Speakers include: 


HE Kazuo Chiba, Ambassador of Japan; Professor Koichi Hamada, Yale 
University; Professor Hideki Kanda, Tokyo University; Michael McWil- 
liam, Director of SOAS and former Chief Executive, Standard Chartered 
Bank; Tomonori Naruse Bank of Tokyo, Professor Shoichi Royama, 
| Adviser, Ministry of Finance; visiting professor, SOAS; Robin Webster, 
| Adviser (Japan), Bank of England 


Helena Coffey, Japan Research Centre, SOAS, Thornhaugh Street 
Russell Square, London WCIN 0XG. Tel: 01-637 2388. Fax: 01-436 3844 








INSTITUTE OF 
WORLD AFFAIRS— 
1990 SEMINARS 


Salisbury, Connecticut, USA 


Now in its 66th year, the Institute of World Affairs is 
pleased to announce its 1990 seminars for younger profes- 
sionals, graduate students and exceptional undergraduates 
from around the world. 


1 The USSR and the pace of change: May 27-June 9 

2 Prospects for resolution or escalation in regional 
confi ct: June 10-23 

3 Presidents, premiers and prime ministers: Is the chief 
executive still the chief?: July 1-14 

4 The International financial system: Does it work?: 
July 15-28 

3 Ethno-nationalism, the nation-state, and global poli- 
tics: August 5-25 


For applications and further information, please contact: 
Admissions Office, Institute of World Affairs, 375 Twin 
Lakes Road, Salisbury, CT 06068 USA. Tel: USA (203) 824- 
5135. Fax: USA (203) SAT 









INDIA CALLING 


| World's greatest democracy and one of 


the largest markets is poised to TAKE 
| OFF, thanks to a major liberalisation 
J. process. India ought to find a place in 
`- your global strategy. We can help you 
select the RIGHT approach, partner, 
- project and location. 
Dr O. P. Kharbanda, 501 Olympus, 
- Bombay 400 026. Phone: 9122-162728. 
Telex: 11-3021 BMT. Fax: 91-22-2864091. 


Sales , ‘Operating Leases 
Management & Crewing 


We offer the following services 
to companies on the UK main- 
land and overseas: 


DIRECTOR 
SERVICE 


COMPANY SECRETARY 
SERVICE 


REGISTERED OFFICE 
SERVICE 


, will have and hold full con- 
of the company but not in 
seen. 


Free details: 


STRAIGHTGAME LIMITED, 
2 Stones Bank, 
Stead Lane, 
Ripponden, 

Near Sowerby Bridge, 
West Yorkshire, 

ngland, UK. 
Tel: 0422 824579 or 
Fax: 0422 824584. 





E S 


MARKETING AND BUSINESS devel 
opment MBA working in Financial and 
Stock Exchange information Industry, 





15 years’ experience of start-ups, JVS 


in Asia and Europe seeks position in 


entrepreneurial company. Will re- 
" search opportunities on fee basis. Box 


3693, The Economist Newspaper Ltd, 


25 St James's Street, London SW1A 


“HG. 





















_ ship, and economic development. 


. contacts in 70 countries. Write for 
| sample bulletin and Journal. - 


a: 


(314) 658 3874. 
E T 
D — | || prorit rom us. GOVERNMENT DRUG SEIZURES 
| H™ would you like a new house or car, courtesy of the United States Government? Govern- 
| ment officals are seizing automobiles, boats, computers, homes and other real estate from. d 
drug traffickers. 2 
Then, the U.S. Government reselis their merchandise and property at public and sealed bid 
auctions. In some cases the US. Government is selling things at prices so low, you'd think they 
were practically giving things away. 
MORE THAN FIRST TIME EVER: 
THE COMPLETE GOVERNMENT AUCTION PACKAGE 
A H OTE L 05 30 different Government agencies want you to come to their auctions or purchase their 
real estate, many at incredibly low prices. , 
@ Superbly sopointed Short-Let Enrol now in this special program and take advantage of fantastic bargains in Military Sütpi i 
Apartments offering exceptional | Real Estate, Electronic Components, Scrap Metals, nes, Computers, Luxury Automobiles, 
valie Yachts, and over ten thousand different types of merchandise. Excellent export opportunities 
M Many auctions held throughout Europe and the Far East. 
€ Fully equipped kitchen, Find out IN ADVANCE about U.S. Government Auctions. 


aa i a Ra i Ph A ar a a P ia igiiur rrt petere SEHE P tnn ter nr namen 


A small family owned hotel in Kopas 
bridge which has been totally remodelled 
and refurnished to a high standard, 
Suites £105, Doubles £90, Singles £75 
incl VAT & SC 


in the heart of Knightsbridge —Egon 
Honay. 


For 
6274, or write to 159 
London SWwiX 7PD, fax 01: 





pott >ERSONA a ERR RR ORE RENT FERME S 


CUT YOUR OFFICE COST 
IN FRANKFURT 
(WEST GERMANY) 


Take a furnished, self-contained ser- 





Longest established "ned 
consultancy, with qualified profe 
sional staff (including ex- -Hom 


KNIGHTSBRIDGE 
GREEN HOTEL 












vice office in Mörfelden, near Frank- 
furt. Fully equipped office, telefax, 
phone, EDP facilities. Please contact: 


Alpha W & T GmbH. 
Phone: 49 6105 24085. 
Fax: 49 61 ias 2930 


to obtain work. permits and vis: 
or extensions for businessme 
persons of independent meal 
and their dependents. 


| Further details from: 



















"A comfortable, spotlessly kept little hotel 













reservation 01-584 
5 1635. 






NEW PRODUCTS - 
AND TECHNOLOGY 


| Producing under licence is a cost effec- 
tive, profitable way of adding to er replac- F 
ing product lines always to be taken into 

consideration. For international search - 
services contact 





JOIN WORLDWIDE 





NETWORK OF Adviser + Diva + ration | | "d 
dvisers s.p um ry Sd N68). Telex: 8954102 Fax: 01-436 431] 


* Educators —— 

* Government Bureaus 
* Banks & Venture Funds 
* Consultants 


For idea-and-experience exchange 
on small business, entrepreneur- 








Benefits: Journal, Bulletins, World | 
Conferences, research sharing, and 
membership directory for member 


St i. ‘University (EC), 3674 
Lindell Blvd. 
St Louis, MO 63108 USA—Fax 























bathroom, colour TV, 7-day Maid 


Service, 24-hour Reception! PHONE FREE (Limited Offer 


Porterage. à 3 
S HRLEUSEB E EE THE ACTION GUIDE TO GOVERNMENT AUCTIONS 
and eak Clo oening aa e] UNITED KiNGDOM 0800-89-1570 uniteo stares 1-800-822-2470 - 
e eo a | FRANCE 1905-90-2529 cermany 0130-81-1397 
® Famous Restaurant and Bars, SWITZERLAND 046-05-5715 CANADA 1-800-468-5060 K 
comprehensive Shopping Arcade, NETHERLANDS 06-022-9713 AUSTRALIA 0014-800-125-854 
3 acres of gardens. BELGIUM 11-8141 JAPAN 0031-11-1 457 
Dolphin Sq. London SW1 | SWEDEN 020795674 HONG KONG ,, 900-7106 
| MASTERCARD —VISA AMERICAN EXPRESS — _DINER'S cus 
TELEX: 913333. FAX: 01-798 8735 | COPYRIGHT € REX PUBLISHING CO. ALL RIGHTSRESERVED... 


LUXURY SERVICE APARTMENTS 
CENTRAL LONDON 


Well sited for theatres, business and late ni ight 
shopping. Individually furnished studio and 
one bedroom. apartments for rental from £220 


| t0 £556 per week. Minimum stay one month. 


Letting Office, Nell Gwynn House, 
Sloane Avenue, London 5W3 3AX- 
Tel: 01-584 8317, - 
Telex: 916358 NGCHLDNG 
Fax: 01-823 7133 


Call 1 (01 a3. 0030 
15- 217 Oxtord ` st dad WIR TAH | 


We ji sent you in London and eae basic quant research, 
immigratio “advice and comprehensive administrative services. Asso- 
ciates in EEC, USA and Far East provide similar Services. We incorporate 
and administer companies i in most countries including offshore. 


nael McHation, 48 Grafton Way, London W1P 5LB. 
lephon 387 2838. Fax: (1) 388 4932. Telex: 297320. DX 2106. 
om 6 May 990 atid rone. 


: DIE MA UER THE WALL LEMUR 
T  LELÉ BERLIN WALL GMBH 


“gre proud to-announce that we have been ‘appointed exclusively; by. 
LIMEX--BAU IMPORT-EXPORT (the official East German agency) to 


offer authenticated pieces of 


THE BERLIN WALL | 


Large valable: 1 cased presentation pieces, acrylic blocks and. ornaments 


; including hospitals. 


"PRICE 5 "CATALOG UE A VAILABLE FRG OM: 
ales Manager, Overseas SUN, | Í 

u Le Lé Berlin Wall Gmbh, - 

: Tempelhofer Ufer 10, 

E ~ LOGO BERLIN 61. | 

el: E 251 1626 Fax: 030 251 763) 





ical pete for instance, covering ‘the ast 28 years of data includes (among 
Some 60 other time series) 16 computer-generated key economic indicators—such as a 
country's current account as a percentage of GDP, even GDP deflators. 





— to meet specific requirements. For example, only one time series, such as 
P per: capita in-US dollars at 1985 prices, may be required, but for the top 70 of the 

world $ richest countries. This would cost you the standard £40 (US$60) for your 
rsonalised file creation and £17.56:(US$2 
Countries—all on one diskette. An em to maintain continuity to include future data 
bvisions ae peas is also av: 





n ra free 48-page cata ue and price list, 
“including details of our World. Commodities 
oie le with monthly updates, please 

con 
Giobal-Stats Ltd, Unit 1, Clarks: industrial 
Estate, ‘Newtown Road, Hove BN3 7DN, 
United Kingdom. Tel: (0273) 725221, Fax: 
NM Telex: 46690 ICC X G (Attn. 
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roceeds are to be used. Jor East German. charitable 


Ou may not.require.a whole package of data, in which case we offer customised — 


3) covering some 28 years of data for 70. 


This would cost Stony £10. 50 (US$17.50) a year - 


START an Import/Export Agency. No 
capital or risk. immediate. access to 
profits in world trade. FREE booklet. 
Westlink (C), 55. Constitution Street, 
Edinburgh EH6 7AY, Scotland. 





WEST PALM BEACH FLORIDA Villas 


from $1,200/£800 monthly. lan Ander- 
son, 901 Mahogany Place, Palm Beach 
Gardens FL33418. Tel: USA (407) 694- 
0940. 





OVERSEAS POSITIONS. Hundreds of 
top-paying positions. All occupations. 
Free details. Overseas Employment . 


Services, Dept EC, PO Box 460, Town 
of Mt Misc usto Canada H3P 
ac? 


WORLD WIDE - 
BUSINESS PARTNERS 
WANTED 
Have US listed stock to use as security 
. for loan—or will joint venture situa- 
tions requiring balance enhancement. 


Contact J. R. F. PO Box 550128, 
Dallas, TX 75355. | 


POMPOUS 


-or clumsy English could be wasting 
untold company hours or worse, 

| driving away business. We offer short 
enjoyable courses in plain, effective 
English. 


Your chairman probably needs | 


us, and so do your marketing mana- 
gers and customer services staff. | 
Courses are customised and can take | 
place in-house or out, in the UK or 
worldwide. 


Talk to: Andrea Coleman AITD 


COL EMAN © JjOMMUNICATIONS 


THE OLD VICARAGE, NORTON 
DAVENTRY, NORTHAMPTONSHIRE NNH SND 
TELEPHONE. 0327-76227 / 300047, 01-870 5155 
FAX: 032778816: 





"HENLEY'S . FORMULAS" — 
Research -— 800 pps. (index) + new 
export ideas.. 'Books', Box 248, Man- 
chester, MA, USA. 





2ND  PASSPORT/DR. LICENCES. 
Special reports. Any country. INI, 26 
Kleomenu Athens 10675 Greece. Fax 
7219080. 





COMPUTERISE PAINLESSLY. 
Custom built IBM-PC programs, for fast 
iib Caf. Peter J Menter 01-802 
7136. 





EUROWATCH — Daily information ser- 
vice on. European affairs for Business- 
es ~ from Morris-Cotterill, Solicitors, 
London. rax + 244. 81.597. idol 





HONG KONG WEALTH CREATORS: 
Worried about 1997? Make your move 
now! Emigrate to USA through prog 
investment. Tel: London 01-385 5€ 


AUTHORS. invited to Submit, manu- 
types, for. book publication. 

Reasonable lerms. Stockwell, Dept 75, 

lifracombe; Devon, UK (Est 1898). 








USA IMMIGRATION, EMPLOYMENT, 
EDUCATION OPPORTUNITIES Bi- 
Monthly. US$48/Yr. Details: Associa- 
tion for Monitoring American Opportu- 
nities, 2187 Parasol, Chester MO 
63017, USA. 





WORKING OVERSEAS? Let us be 
your office in London, taking care of all 
your business: needs. The Secretarial 
House, 67 Brim Hill, London N2 OHA. 
Tel::01-458 0345. Fax: 01-458 0121. 
Telex: 927935 DSILAW G. 


GOING WEST IO EAST? 
Get an information edge by subscribing to the 
WEST-EAST NEWSLETTER (GERMANY) 


Concisely compiled and rüshed to you from 
a bilingual consultant located ín West- Ger- 
many. The relevant business information ís 
effectively put together extracting front-line 
sources every two weeks. 


This quality information will give you the 
competitive and communication advan tage. 


For more, contact: 


James P. O'Reilly Dipl.Ing. (FH), MBA (stud. ) 
Engineer & Information Consulting D 

Richard- Wagner - Str. 3, D- 7984 Mochenwangen 
Tel. 00 49— 75 02— 13 91, Fax 0 0049— ‘7502— 4875 
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@ INFLATION The average rate of consum- 
er-price inflation in the 24 o€cD countries 
rose for the third consecutive year in 1989, to 
5.996, from a low of 2.796 in 1986. Of the 12 
countries in the chart, Sweden now has the 
highest rate of inflation, 8.7% in February, 
up from 6.6% in February 1989. Australia, 
which topped the league a year ago, is the 
only country where inflation has not in- 
. ereased over the past year; it remains at 

7.896. Britain's inflation rate, 7.5% in Feb- 
ruary (down slightly from 7.896 in February 
. 1989), is expected to rise above 9% in April 

this year because of the introduction of the 
poll tax and a big increase in excise duties; 
Britain already has by far the highest rate of 
the seven big economies. Holland has the 


: at 2.8% in March. 


E EM On IST APRIL 7 1990 ^" 


: OUTPUT, DEMAND AND JOBS West Germany's industrial production fell 0.8% in February as 
 "Unseasonably mild weather sharply reduced the output of the energy sector; its 12-month growth 
slowed to 4.4%, from a revised 4.7% in January. Canadian industrial output fell by 0.2% in the 12 
months to January, Australia's grew by a meagre 0.1% in the year to December. Japan's 
unemployment rate edged down to 2.1% in February; a year ago it stood at 2.3%. Belgium s S 
jobless rate fell to 9.4% in March, from 9.796 a year ago. 


% change at annual rate 
industrial production GNP/GDP retail sales [volume] unemployment % rate | action for nearly a year, and Peru has beer 
Smthettyear — imet — ipa —— mhi  Tyoar dates yerago | Mit by a series of strikes. Workers at 





Australia — — 85 +01 o» +26 + 54 m +09 + 37 a8 65 rb 67 x 

Belgum ^ 4 22 +35 » na na +21 +29 oy 94w't 97 Cuajone have been on strike since mid 
Canada — 05 = 02 m +20  * 24 m * 17 -7w 77 « ^ 76 | March, and last week were joined by worker: 
| France +07 +22 im +43 +37 o — 44. + 11 oe” 94 re 100 | at Tintayá. Together the mines account fo 
— W.Germany + 96 — + 44 te — 4 37 — * 39 w +64 +26 sen 74 m 80 | 75% of Peru's output. Copper stocks on th 
v Holland 4140 +4100 m  —48 + 43.05 +10.2 + BÀ Mays 5.4 Jan 6.3 London Metal Exchange have nearly halv j 
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PRICES AND WAGES West Germany's 12-month rate of consumer-price inflation edged up to 
2.896 in March. Japanese consumer prices jumped 3.696 in the 12 months to February, the biggest 
increase since 1982, but stili modest when compared with other countries in the table. Italy's 
inflation rate eased slightly to 6.1% in the year to March. After a small drop in the 12 months to 
January, Canada’s wholesale prices grew by 0. 4% in. the year t to 3 February. 
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rly wage rates in manufacturing padece , Weekly earnings; Japan, and Switzerland, monthly earnings; Beigium, Canada, Sweden and USA, hourly 


lowest inflation rate of all 24 OECD COUMES: 











| 1n 1989 the copper industry 
lost some 300,000 tonnes 
output through strikes, terrorist action and 
technical problems. This year the losse 
|. could be even greater. The big Bougainvill 
mine in Papua New Guinea has been out o 




































Southern Peru's mines at Toquepala an 





























Dollar index 
 Alitems .- 1294 1306 +20 -—110- 
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WORLD BOURSES The Nikkei 225-share average fell below 28,000 ior the 2 first time since 
November 1988, to end the week 9.6% down. Wall Street was unchanged over the week. Frankfurt, 
buoyed by the Bundesbank’s less-inflationary proposal for German monetary union, hit a new. high: ; 
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Stock price indices |  % Changeon 00 0 00 

tion by the Federal Reserve Bank, which has April 3 ....1989-90 one one record SEE 2T 
ought foreign currency to hold down the high — . low week year LIEF -— E UT 

dollar. Meanwhile, Japan's reserves have Australia - 15054 17818 14129 —— — 34 + 51 — —347 +12. —97 be 
fallen from $90 billion to $76 billion, as the Beigium 6104.2 6805.3 85183 — 07 + 62  -103  * 97 4167 
Bank of Japan has tried (in vain) to arrest Canada 36482 40378 3350.5 —08 + 27  -13 482 4107 
the | fall in the yen. Britain's foreign-exchange France 521.7 561.6 417.9 — 03 4157  — 71 +255 4331 © 
reserves have fallen from $41 billion to $32 | W.Germany — 2440 .— 24140 15957 +27 +443 nil +46.1 +54.7 
billion, as the Bank of England tried, also | Holland 1975 2105 1667 +05  * 72  - 692 F191 +246 
unsuccessfully, to prop. up the. pound. Italy’ S c NM UM 29625 ^ 33096 2093.6 —18 T10 7250 ^ +102 +10.3 
billion, as the Bank of Italy sold lira to offset ps — Gs (28587 S58 28921. — 98. — 18] 291 — 46 —H0 — 
the effect on the exchange rate of massive | Smgapore — 15559 — 16071 1030.7 -32 +304 -25 +498 4546 

South Africa — 29130 3211.0 1961.0 -20 +176  — 93 +481 4410 
inflows of private capital. These were attract- Span ——— 2490 3289 2482 ^  -— 35 — qd48  —243  — 83 TES 
ed by Italy's high interest rates and its | Sweden 1133.5 1373.0 9685  —14 - 04  -174 418 +112 
commitment to a strong exchange rate | Switzerland 7439 6291 6131 + 0.9 +128 —103 +232 4230 
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within the ‘European monetary system. 
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*New series $ Morgan Stanley Capital international fConverted at financial rate 


MONEY AND INTEREST RATES The growth in Holland’s broad money quickened to 15.1% in the 
year to January, | in Switzerland it slowed to 5.1%. The prime rate was cut to 10.8% in France and to 
11.0% in Switzerland. Long-term government bond yields eased in Japan and West Germany. 


Money supplyt —— interest rates % p.a. (Tuesday, except bonds which are previous Friday) 





% rise on year ago Money market Commercial banks Bond yields  Eurocurrency 

Narrow Broad Overnight 3 months Prime Deposits Gov't Corporate Deposits Bonds* 

 IM1] lending 3months long-term — 3 months 
Australia — — 06 +209 m 1540 1531 1950 1531 1366 1482 1497 1425 
Belgium +55 +94 0 1025 1020 1325 990 9.92 9.99 1025 1000 
Canada + 30 +124 feo 1300 1350 ^ 1425 1350 1107 1192 1319 1239. 
France +65 +62 o 994 1000 1080 10.06 961 1059 1013 10.09 
W. Germany + 29 — — 44 wn 785 820 1050 746 870 ^ 875 8.19 867 
Holland +57 +154 æ 819 848 1075 8.48 867 946 850 — 9.12 
Haly — — 101 +10.2 æ — 1275 1288 1400 na 1246 1215 1200 1229 
Japan —— + 07 +118 re 690 655 625 ^ 204 729 ^ 754 738 — 734 
Spain +147 +68 rms 1454 15.19 16.05 — 7.25 13.25 14.10 1406 13.90. 
Sweden na — ^ 95 oe 1450 1475 1550 1455 1443 1540 1456 1479 
Switzerland ~ 63 + 51 sn — 900 916 1100 831 654 719 913 733 
UK +64 4179 fæ 1191 1519 1600 1522 . 1175 1366 1522 1388. 
USA +18 +33 fe 825 830 1000 838 862  — 943 850 — 938. 
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Other key rates in London 3-mth Treasury Bills 14.696, 7-day Interbank 14.896, clearing banks' 7 Mid notice 4. 0%. Euro i 
rates (Libor): 3 mths 8.6%, 6 mths 8.896. 7 










TRADE, EXCHANGE RATES AND RESERVES Japan's ‘surplus on visible trade rose to $6. 0 billion in February, but its. 12-month. trade e d 
narrowed to $70.0 billion and its current-account surplus to $50.9 billion. Over the same period Australia's current-account deficit was $15.7 billion. In. 
ei terms the yer fell 1.8% on the week, to give a total fall of 20.8% on the year. Canada’ S foreign f réserves fell $2 billion in. n February. ; 
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You'll hear it said in Japanese. 
You'll hear it said in French. And 


Arabic. Chinese. Hindi. Portuguese. 


In fact, you'll hear it in almost 
any language almost anywhere. 
The word? “Boeing.” 


“Boeing” is understood 


around the world because, more 


than any other make of airplane, 

Boeing jetliners fly the world. 
We've built nearly 6,000 com- 

mercial jets, twice as many as any 


other airplane manufacturer. 
This vear alone, Boeing planes 
will take off on seven million trips. 
They ll carry over 700 million 
passengers. 
And they'll be flown by over 





$00 airlines, governments, and 
xher operators in 120 nations 
hroughout the globe. 

Boeing. We don't just deliver 
i lot of airplanes. We deliver a lot 
f people. 


You know at least one word that's 
spoken in 120 nations around the world. 


BOEING 





{BOUT DRIVING A PORSCHE 
»You know a classic 
when you see one.« 


Tiris vod 


F-COFEAZC-EHL-E- 


DRIVING IN ITS PUREST FORM 
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British Aerospace 
British Muscle 


The facts that everybody 
should know about British 
Aerospace are far more than 
statistics. 

They are hard-won 
credentials that show outstanding 
strengths in some of the most 
competitive business sectors in 
the world. 

[hey demonstrate that no 
heights are unobtainable by 
British Industry if it is willing to 
apply its enterprise and 
commitment to excellence. 

[he record speaks for itself. 


BRITISH AEROSPACE Å, 
E 


British Ae 








Britain's leading exporter of manufactured goods 

Britain's largest exporter of cars 

Winners of 22 export and 8 technology Queen's Awards to Industry. 
Comprehensive range of defence systems. 


Prime contractor for Britain's largest ever export deal 
(Project Al Yamamah in Saudi Arabia.) 


Architects and builders of the 25km King Fahd Causeway 


linking Saudi Arabia — Bahrain 





Manutac turers ol the world's quietest jet airliner the BAe 146. 


Prime contractor for € )lympus, the world's most powerful civil 
communications satellite 


An average of over £1%-million spent on research & devel: ipment 
every day 





pli Strand. London WCG IN fT ANE 


Todays Leader in Tomorrows World 


Contact your careers service lor a brochure, and apply to Andrew Griffin, Young People Resourcing Manage: 


British Aerospace PLA Building Q191 PO. Box 8 7, Roval Aerospace 


Establishment, Farnboroug! Hampshire GUIS 6YU 


COMMERCIAL AND MILITARY AIRCRAFT DEFENCE SYSTEMS MOTOR VEHICLES SPACE AND COMMUNICATIONS PROPERTY DEVELOPMENT AND CONSTRUCTION ENTERPRISES 
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sho cut his strings 
g nuclear-power industry 
(n Xinjiang ——— 

5. Nepal's god-king descends 

26 Hongkong’s passport mess 

:26 Government offensive in Cambodia 

|. 28 Second wind for Thailand’s economy 


AMERICAN SURVEY 
| 31 The creeping corruptions of sport 
d. 32. The buck stops with John Poindexter 
|. 32 Cincinnati censors pornography 
| 35 Spring migrations to country houses 
< 36 A confused greenhouse conference 
- 36° Detroit's mayor loses his touch 
37 Television in the classroom 


LS 37. Bears’ gall bladders for sale 


| INTERNATIONAL 
-43 Algeria gambles on democracy - 
:44 Second palaces in Morocco 
44 The hostage bazaar’s spring sale 
4: 45 Canada: Meech Lake runs dry - 
| 45 Peru's man from nowhere 
| 46 The squeezing of Castro 


. EUROPE ——— 
49° Will Yugoslavia fall to pieces? 
50. New Democracy wins Greece 
| 51 Democratic Forum wins Hungary 
| 51 Fast Germany's new government 
| 52 East Germany s old leaders 
52 Czechoslovakia’s emerging politics 
. 53 Communist asset-stripping in Warsaw 









| | BRITAIN 
|. 59 This week 





: 62. Press freedom under threat 

63 Conserving the countryside 
(64 Ireland fails to extradite 
64 Segregation in prisons 






2 Detroit under siege ....... EORR 
x Labour's economic policies .............. 
—. — Eastern Europe for sale .................. 
_ The G7 charade .............. sat Sipe 

~ Greece's New Democracy TI 

, Farm support pollutes ............... "-— 
Th comeback of kings .............. on 


WORLD POLITICS AND CURRENT AFFAIRS 
PRIVATISATION IN EASTERN EUROPE 


| 38. Lexington: George Bush and diplomacy E 


109 Output, jobs, prices, commodities, bourses, 


54. The lure of Brussels in the Nordic countries 


61 How economists see Labour's economic policy | 


66 Bagehot: Poning i local government . 
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| BUSINESS, FINANCE AND SCIENCE 


67 BUSINESS THIS WEEK 


BUSINESS 


.. 69 The threat to Europe's airline deregulation 
70 The World Bank's creative cost-cutters - 


10 Daimler-Benz's joint-venture frenzy 
15 Economics focus: The sickly yen. 
26 Must Waterford Crystal stay Irish? - 
T1 Lotus bids for software stardom 
717 Cheating Palestinian exporters 

18 Industry's CFC dilemma 


DETROIT'S BIG THREE 
19 Headed for the junkyard 


FINANCE 
85 Citicorp's bag of troubles 


. 86 Japanese banks and the stockmarket 


87 Market focus: Italy’s government debt | 
88 Shorting stockmarkets for all 


. 89 Hoylake's bid for B.A.T 


89 Proxy fights return to Wall Street 
90 Crédit Suisse lies down with a lion 


SCIENCE AND TECHNOLOGY 


91 The starry messenger: Three pages on the Hub- 
ble space telescope and what it will see 


ECONOMIC AND FINANCIAL INDICATORS 


terest rates, trade, currencies, plus a closer loo 
at chocolate consumption, government bond | 


yields and rubber 


BOOKS AND ARTS 
97 How to spot a heretic 


.98 Star-gazing for the Reagans 


98 The Pacific: Ocean or concept 
98 Politics of the space telescope 
99 Writers as children 
99 The most German painter 
100 Poland's affordable country houses 
100 Selling van Gogh 
101 Boise's claim to Hemingway 
101 Mario Vargas Llosa: A coda 


LETTERS 


(04 On America's death penalty, babies in Singa- 
^ «. pore, Israelis, students in Tunisia, Mr Toad and 


yellow-crested grebes 


ine » $ 


E Detroit indes siege 
Home truths for the heartbea 
America, page 11. The Big h 
Eg carmakers struggle to surviv 

} pages 79-82. Mayor Pad 
- fiddles while his city sinks; 
page 36. 


| Can-do Kaifu - 


| The seat-warmer who has. 
warmed to his seat, page: 23. 
































































East Pane for sale 
. How to privatise, page 13. The Jd: 
| challenge of recreating private: 
| ownership, pages 17-21. Polis 
mansions, for example, 
| page 100. 


Economic elena humming 
for their countries, page 14. 
| Currencies' course, page 75. 
| Share squeeze on Japanese, 
banks, page 86. - P 





| Hubble' 's universe. 


What the space telescope. will 
see, pages 91-95. How it got 
built, page 98. 


Beset by bad loans, America’s 
biggest bank bets its store on the 
great unwashed, page 85. 
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Of broccoli and kings 
There is still a place for 
monarchs who know their — . 
palace, page 16. King Hassan 
knows ten, page 44. 





























































Crime and punishment ; 





Sin— Your article on hë death 
penalty in. the United States 
(March 24th) is silent on the 
rights, or lack thereof, of murder 
victims and, for thar matter, the 
rights of the law-abiding citi 
zenry. Why is it that some ele- 
ments of society are more corr 
cerned about the rights and 
physical comforts of a convicted 
murderer than the rights of the 
victim and, by extension, the 
‘pectation of fast and fair jus- 
ce not only for the benefit of 
ie family and friends of the vic- 
im but society as well? 
^ The death-penalty appeals 
process which is allowed to con- 
sume years and millions of dol- 
lars has made a mockery of the 
dicial system and contributes 
significar » the public's lack 
of faith in the criminal justice 
stem. Unfortunately, it is in 
the best interest of a convicted 
murderer facing the death pen- 
alty to use as many resources as 
possible, no matter how wasteful 
the expense, to escape the pun- 
ishment. But how then are the 
best i interests of society served? 





Sir—Public opinion in most 
states supports the death penalty 
r two legitimate reasons, which 
ur latest batch of tiresome 
sermonising as always ignores. 

First, punishment by its very 
ture is retributive. No one has 
proven that prison deters crime 
ther; indeed, in our city jail, 
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not one inmate in ten is incarcer- 
ated for his first offence. Yet de- 
spite our respect for liberty no 
one suggests imprisonment too 
be banned. 

Second, some crimes are suffi- 
ciently heinous that people be- 
lieve the death penalty is called 
for. Would it have been more ap- 
propriate for the Nuremburg au- 
thorities to sentence von Rib- 
bentrop to community service? 

In reality, criminals in this 
country are rarely sentenced to 
death, and fewer still are exe- 
cuted. Our appeals process is 
generous to a fault and, contrary 
to your suggestion, the penalty is 
not handed down wholesale. 
Since 1976 only 120 convicts 
have been executed; 300,000 cit- 
izens were murdered during the 
same period. 

In a stable democracy where 
rule of law is safeguarded, the 
death penalty has its place if the 
majority believes it is right. It is, 
therefore, a legitimate political 
issue. You are merely on the los- 
ing side of the debate. 
Washington, DC JOHN BENEDICT 
NIERE 





Babes in Singapore 


SR——Contrary to your report 
(March 10th), after the Singa- 
pore government started en- 
couraging couples to have more 
children, the total number of ba- 
bies born each year increased by 
a quarter, from 38,379 in 1986 
to 47,735 in 1989. Tax incen- 
tives to encourage better edu- 
cated women to have three or 
more children have more than 
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~~ doubled the number 
-3,716 in 1989. Hence this year's 










births, from 1,493 in 1986 t 


budget extended the incentives 
to second children. 

The prime minister never 
"castigate|d] women graduates 
for not wanting to marty their 
educational inferiors.” On the 
contrary, he castigated male 
graduates for not overcoming 
their traditional Asian prefer- 
ence for lesser educated and 
therefore more submissive 
wives. When he first per this 
problem in 1983, only 31% of 
male graduates were marrying 
their educational equals. By 
1989 the figure had risen to 
51%. 





Aziz MAHMOOD 

Higher Commissioner 

Singapore High 

London Commission 
David's city 


SiR— You say (March 17th) that 
" All Israelis think all of Jerusa- 
lem should be theirs forever." 
“All” of them? Every Arab living 
in Israel? Every member of the 
Labour party, which proposes 
swapping land for peace? Every 
member of Israel's Peace Now 
party? 

Istaelis are a complex and di- 
verse people, as are the Palestin- 
ians. Reporting that asserts oth- 
erwise does nothing to promote 
understanding, but rather stokes 
the fires of ignorance and preju- 
dice, keeping peoples angry at 
each other. 





Nashville, 
Tennessee LAWRENCE BROWN 
Students in Tunisia 


SiR—Some elements of your ar- 
ticle on Tunisia (March 3rd) 
need clarifying. 

You stated that "student ac- 
tivists who had been rounded up 
for 'interrogation' found them- 
selves to be no longer students 
but soldiers." The exemption 


from military service is made. 


purely on the grounds of allow- 
ing students tíme to continue 
their studies without a break. If 
students ceased to attend classes, 
the exemption had no raison 
détre. lt was, moreover, neces- 
sary to protect the rights of the 
62,000 other students to pursue 
their studies. 

With regard to the poll-rig- 


ging assumed to have led a leader . | reo 
Democratic Socialist s 
l'issue the last week in December and the first week in January) by The. Economist New : 
Pte. Ltd; Times Jurong. 2 Jurong Port Road, € 9226 

, Representative Office, m. Jurong Po R 


of the 


| What might be the cost to 





nalists were present at nyi 

elections of April 1989 and at- 
tested to the contrary. 

ABDELWAHEB ABDALLAH 

Ambassador 

Tunisian Embassy 


London 





Toads, moles and grebes 


SiR— Why should it cost an extra 
£92m to cut a tunnel through a 
mile of chalk under protected 
Twyford Down! (“Not-so-intelli- 
gent Mr Toad”, March 3rd). At 
these prices, I doubt whether It- 
aly or Switzerland would have 
driven their astonishing motor- 
ways in and out of real moun- 
tains of proper rock, as if the» 
were macaroni or Emmenth 
cheese. 

The choice between feckless 
Mr Toad and dozy English Mole 
can perhaps be side-stepped by 
calling in Comandante Castore 
or Meister Murmeltier. 


Strasbourg, 
France C.].B. WIMBERLEY 


SiR—Sitting in a bird-hide over 
the weekend, I ruminated on 
your reference to "an electorate 
increasingly worried ^ about 


. greater matters like the habitat 


of the yellow-crested grebe.” 

Is your correspondent, | won- 
der, a red-neck or a Slavonian 
struggling to come to terms with 
the English language? If he finds 
the yellow-crested grebe please 
will he contact the Rarities Com- 
mittee of British Birds—it wil’ ' 
fascinated! 

Sharnbrook, — 7 
Bedfordshire MICHAEL JEFFERSON 








| THE BALTIC ST ATES 
What Price Freedom? 







| Estonia, Latvia and Lithuania of 
“leaving the Soviet Union? How 
prosperous could they be as 
independent states? This EIU 
Briefing analyses the full 
implications for the Baltic States 
of secession—whether amicable 
or hostile—from the USSR, 
providing a unique insight into the 
outlook for three republics 
struggling to re-establish 
identities of their own. 

Price including airmail postage: UK & Europe £95; 
North America US$190; Best of World £100. 

The Economist intelligence Unit 
Motion LA wae 
















York, NY 10003 
USA 
Tet (212) 460 0600 












: Both these challenges are vital to your business. 
C GHN can help you meet them by creating a personal 
^g development programme tailored to suit each individual 
executive. 
|... Each programme is one-to-one, confidential and - 
- highly cost-effective. Why not consider it for your top 
people now? Call 01-493 5239 to arrange 
an exploratory discussion. 





l6 Hanover Square THE 
PERSONAL 

London WIR 9AJ. DEVELOPMENT 

01-493 5239 CONSULTANTS 





| DIRECTOR 
.| DEVELOPMENT AND ADMINISTRATION 


The incumbent will report to the Director of the Institute and provide 
overall leadership to the Heads of each of the nonresearch administra- 
tive units of the Institute, including Finance and Accounting; oversee 
the management of large special projects; prepare requests for funds 
to the principal donors to the Institute; prepare special initiatives for 
funding; and play a substantive role in depen: of the Institute. 
The position entails substantive negotiations with donors, the 
identification and evaluation of funding opportunities in relation to 
the Institute's research priorities and comparative advantage, the 
writing of required di dd and budget presentations, the prepara- 
. tion of large scale funding proposals to underwrite new initiatives 
growing out of the Institute's working mandate; and playing a role in 
e Institute's strategic planning, management oversight and trouble- 
shooting for a special projects which demand a combination of 
substantive and administrative knowledge. These responsibilities 
require a person with a full knowledge of the Institute's development 
context and its research programs with an ability to weld into an 
effective team the accounting, budgeting, publications, computer and 
personnel and administrative services units of the Institute and 
| deploy them to effectively meet its research objectives. A capacity to 
. communicate knowledgeably about development and research with 
scientists within the Institute and the larger scientific and develop- 

. mentcommunity ís required. 

_-}| | The incumbent must possess a masters degree (minimum) and 
. Preferably a doctorate, have extensive, high level operational manage- 
» ment experience in international development institutions, and 

particular skill and experience in capital development activities. 
Please forward CV and references to: . 


Personnel Dir-Dev 
IFPRI 


1776 Massachusetts Avenue, NW 
— — Washington, DC 20036, USA. 









the Latin American private sector. Develop and place 


liC, a merchant banking affiliate to the Inter-American 
Development Bank, entrusted with the financing of 
the private sector in Latin America and the Caribbear 
is seeking for its Washington, DC headquarters: | 
STAFF ENGINEER, to assess a wide range of business 
proposals and approved projects, develop network of 
consulting engineers in the Region, review work of 
said consultants, train investment officers in engineer- _ 
ing concepts relating to project analysis. Candidates . 
should have a degree in engineering (preferably me- 
chanical, electrical or chemical), at least 15 years of. 
experience as well as broad experience in working with | 
Latin America in project management and earlier 
success in engineering assignments, an MBA is | 
desirable. | CE 
MANAGER, ADMINISTRATION AND PERSONNEL, to | 
supervise (1) the Management of Personnel, (2) the | 
General Administrative Services including procurement | 
and (3) the Management Information System. Candi- 
dates should have an MBA or equivalent, extensive | 
background on Management, Systems and Personnel | 
Administration. Ten years of managerial experience. — | 
CONTROLLER, responsible for (1) budgets, accounting. | 
and controls, (2) loan administration and portfolio | 
management and (3) financial policies and plans. | 
Candidates should have 15 years of progressive experi- | 
ence in finance and accounting, of which eight yearsat | 
a high supervisory level. He/she should havea degreein | 
accounting. CPA, graduate degree and experience with | 
a major accounting firm are desirable. E 
LAWYER, to participate in negotiations, preparation | 
and administration of investment projects. Applicants - 
must be admitted to practice in Latin America, Europe, | 
US or Japan. At least five years of experience in 
negotiating and drafting banking instruments. : 
CAPITAL MARKETS SPECIALIST, to research, structure, 
underwrite and place country or regional equity funds 
and other equity or debt instruments for the benefit of 















































other financial products and instruments and provide 
advisory services with a view to fostering the develop- 
ment of the local capital markets. Candidates should 
have an MBA, several years of related experience and 
excellent knowledge of Region. E 
BUDGETING AND FINANCIAL PLANNING AND REPORT 
ING OFFICER, responsible for budgeting, financial plar 
ning, projections and financial reports. Candidati 
should have an MBA, experience in financial analysis, 
financial projections and management of information 
reports is required. A CPA is desirable. 
All candidates should have excellent communications 
skills in English and Spanish, fluency of Portuguese 
desirable. IIC offers excellent salary and benefits, 
including relocation. Applicants should fax or send a 
detailed curriculum vitae mentioning the desired pos - 
tion to IIC, Personnel Office, Stop W0514, 1300 New 
I Avenue, NW, Washington, DC 20577. Fax 202 








The Treasury provides independent 
 &dvice to the Minister of Finance on the 
economic and financial implications of 
policies and proposals. Our brief covers 


the economy and the community at large. 


We also have responsibility for the 
Government's budget process and 
associated accounting and reporting 
functions. Treasury plays a major | 


advisory role in the development of 
economic policy and fundamental 
reform, being closely involved in: 


€ The Financial Sector 
@ Taxation 
€ 


The Structure of Government-owned 


business enterprises, including 
privatisation 









& Social policy and income distribu- 
tion 

@ Regulatory reform and trade 
liberalisation reform 

e Labour market reform 

e Resource management reform 

e Major public sector financial 
management 

e Macro-economic policy. 





ECONOMISTS 

We are seeking highly 
competent Economists and 
Tax Analysts with experience 
in the provision of analysis 
and policy advice within a - 
strong economic framework, 
Women and men with good 
honours degrees (especially 
in economics, with account- 
ing and/or law), a proven 
record of achievement in 
public policy, commercial, 
research or academic fields, 
and good interpersonal and 
communication skills, are 
now invited to apply for 
these positions. 


SENIOR FINANCIAL 
ANALYSTS 


We also require very compe- 
tent financial analysts who 
have good, preferably post- 
graduate, qualifications in 
business administration and/or 
accounting and finance. They 
will have a demonstrated 
ability to address financial 
management issues at the 

conceptual level, and good 
interpersonal skills suited to 
liaising with senior managers 
in government and working in 
small teams. 


@ Persons with practical ac- 
counting experience spanning 


present reforms. 


the public and private sector 
are sought to assist with 
developing technical policies 
on aspects of public sector 
financial reform and under- 
taking analysis designed to 
increase the potential of the 


€ Women and men with 

... well. developed corporate 
finance skills are sought to . 
assist with monitoring and 
reporting on the Govern- 
ment's interests in state 
trading organisations and 
Departments of State. This 
will entail dealing with a 
range of policy issues arising 
from assessing the perform- 
ance of those entities. 


MACROECONOMISTS 


We have openings for macro- 
economists with at least three 
years experience in handling a 
broad range of macro- 
economic issues, The ability 
to apply a thorough and con- 
temporary knowledge of 
current and theoretical issues 
to public policy analysis in a 
small, open economy, and 
well developed oral and 
written skills will be pre- 
ferred. 





ne ee palates oes Ras 


. These openings offer a rare opportunity 
for direct participation in public policy 
design, implementation and advice and 
they are based in Wellington, New 
Zealand's administrative and financial 
capital, — 
All appointments carry significant 
responsibility in a performance- 
orientated work environment where 
lively debate and internal discussion are 
all part of the development of analysis 
and advice. A competitive remuneration 
package is offered, together with reloca- 
tion expenses. Permanent positions as 


well as fixed term contracts are available. 


Applications 


For further information contact John 
Whitehead, The New Zealand High 
Commission, New Zealand House, Hay- 
market, London SW1Y 4TQ. Telephone 


collect (01) 930-8422, or Derek Gill, 


New Zealand Embassy, 37 Observatory 
Circle, NW Washington DC 20008, 
USA. Telephone collect (202)328-4800 


or Elizabeth Mackey, The Treasury, P.O. 


Box 3724, Wellington, New Zealand. 
Phone collect (0064) 4 715-113, fax 
(0064) 4 730-982. 


Further enquiries and applications should 
be directed to Elizabeth Mackey, at the 
above address. | 

Please enclose a curriculum vitae/ 
resume, two passport size photographs, 
and the names of two professional 
referees who can be approached before 
interviews are held. All applications will 
be treated in strict confidence and no 
approach will be made to present 
employers without permission of the 
applicant. Applications should reach 
Treasury by 30 April 1990. | 


The Treasury has an Equal Employment Opportunity Policy and a smoke free work environment . | 
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Price Waterhouse i is keen. to recrun | 
capable and ambitious accountants with 


a knowledge of a relevant language for our - 


rapidly developing Eastern European 
practice, now with offices. in Moscow, 
Warsaw, Prague and Budapest. © 


Your experience to date might have been x onporuniti es for 


in audit, tax, management consultancy or 
the public sector. We require all these 
Skills to service our many different types 


Of clients and needs, and are also recruiting | 


professionals: from other disciplines 
including law and financial consultancy. 
With PW you could be. involved i in joint: 
ventures, privatisation studi ies, efficiency 
reviews, tax strategy or prepa ing 
business plans, as well as v 

| assignments. ac ue us 


. Your training needs will bei met b 0 "y, 
— Pan-European training programme, with. 









A . Courses specifically designed to support 


every. stage of your career as it. develops, 
from newly qualified senior through: to ^ 


E manager: and beyond. 
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These opportuniti les. to be pan of a high 


vu Ve knit moe ite n. 












find f term caiSer uo un | i sta | 
The strength of the PW practice in n Europe 
and worldwide will provide you with 





We otter jara competitive salary 
package, relocation: assi istance, periodic 
return flights to the UK and a car. If you 
have the required language. skills. and the 
professional and personal ¢ qualiti Boo 


environment, please contact Mike Jennings. vi 


quoting reference number EC0/040/60 at: 


4 Price kene 


Southwark Towers 

32 London Bridge x 
London SE1 9SY. - 

Tel: 01-407 8989. 
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<: direct its program activities in 10 Mid East/North Africa coun- 
.. tries with a total annual budget of $12 million. Save the 
, Children's self-help approach involves the community in such 

. activities as primary health, small-scale enterprise, resource 
development, agriculture, education, and other sectoral pro- 
grams which advance our goal to effect lasting positive 


changes in the lives of disadvantaged children. 


The ideal candidate will have a Master's degree in an appro- 
priate discipline, fluency in Arabic, and a minimum of 5 years 
of progressively responsible international community devel- 
‘opment experience at least 2 years of which was at a senior 
: level managing programs. This position requires an individual 
-with significant skills in fundraising, planning fiscal manage- 
ment, and a thorough knowledge of the Middle East. | 


. This position reports to the Vice President, International 
; . Programs and is based at Save the Children's International 
Headquarters in Westport (with 40% travel) and offers an 
excellent compensation and benefits package. Please send 
resume to: Paul-M. Pasquale, Director of. Human 
Resources, Save the Children, 54 Wilton Road, Westport, 
] . CT 06880. We are an Equal Opportunity Employer M/F and 

>y encourage minority applications. 
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CONSULTING OPPORTUNITIES 


|. Associates in Rural Development, Inc (ARD) conducts research and provides 
. planning and general consulting services relating to rural development, 
agriculture, forestry, fisheries, natural resources, environmental affairs, land 
use, energy, and organisational development. ARD is organised to conduct 












munity resources and problems to mechanisms needed for sustained 






..Home-Otfice Staff: Full-time positions are available at the Senior Associate 
and Project Manager level. The positions are based in Burlington, Vermont, 

and require frequent domestic and international travel. Candidates need 
both short- and long-term overseas experience, with at least two long-term 
. overseas assignments totalling five years. Candidates with advanced degrees 
in economics, finance, and environmental and agricultural sciences are 
: rosie French, Spanish, Portuguese, or Arabic language capability is 

sired. | 










, Consultancies and Field Staff: Candidates for these positions should have 
advanced degrees and/or extensive relevant field experience. French, 
Spanish, Portuguese, or Arabic language capability is desired. Candidates 
“should have at least five years of international experience in -any of the 
following areas; | 


. Q Natural Resources and the Environment 
© Agriculture and Rural Development 
© EnergyPlanning —— 
. Q Renewable Energy Technologies 
Water and Sanitation. 


‘Please forward your résumé, salary h , hames of three references, and 
letter indicating position of interest and types of assignment desired to 
Dept. AGR, Associates in Rural Development, inc, PO Box 1397, Burlington, 











Vermont 05402. Response will be provided for ali written inquiries. 
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; coherent programmes of rural develapment—from initial surveys of com- - 
development. The corporation has extensive international and domestic 





HEAD OF FINANCE FOR 


CENTRAL LONDON 
The Radio Authority has been operating in Shadow form since the 
beginning of the year. It is likely to be given statutory responsibility 
for the future development of independent radio, both national and 
local, from 1 January 1991. in the meantime there is much 


planning work to be done, and the Authority is now looking to 
recruit a Head of Finance. 


The successful applicant will be responsible for advising the Chief 

Executive and Radio Authority in all fiancial matters. Duties will 
include the supervision of a small financial team, assessment of 

licence applicants' financial plans and the commercial potential of 

national and local services as well as complete responsibility for all 

accounting functions within the Authority, the establishment and 

management of the Authority's budget and the preparation of the 

annual report and accounts. 





| This is a key high profile appointment in a small Radio Authority. 


Team work is vital and you should relish working in this type of 
environment. You should have the qualifications and experience 
commensurate with the responsibilities of this senior appointment. 
The salary will be in the range of £27,250 to £36,000, according to 
experience. The Authority wishes to fill the post as soon as 
possible. 


Please write with full CV, stating current salary to Peter Baldwin, 
Chief Executive, Shadow Radio Authority, 70 Brompton Road, 
London SW3 1EY, to arrive no later than 1 May 1990. 


AN EQUAL OPPORTUNITIES EMPLOYER 
SHADOW RADIO AUTHORITY 





@ Commonwealth Secretariat 


(Commonwealth Fund for Technical Co-operation) 
HEAD 


CFTC's Industrial Development Unit (IDU) offers technical assistance for the advance- 

idus; any i e welleuir cbe and alanerne 
ustries, . y in the sm sector 

industries in both public and privare sectors. 






staff and consultants adopting strategies to meet the changing patrerns of technical 





nay ra meni nae ! 

Appointment is for two to three years initially. Salary range £30,228-£35,448 pa gross 

pls Ke UK renin 12] pet core talary aad for orcum GOCI cogat, ont 

other allowances. Job description and further details available on request. Please send 

detailed CV, quoting ref ON25/90, with names and addresses of three referees by 31 
y to: 


Tel: 071-839-3411, ext 8153 or 8134. Fax: 071-930-0827. 
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- You should have a first degree (a relevant higher degree would be an advantage) 
career record which demonstrates: | 
- success within a management role in marketing 

4 - consumer marketing and client man 

d consultancy or professional service 


] work outside of the UK or in an internati n 
| another European language would be a p 
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Leading European Business Monthly Location: Londo. 


International Management is noted and referred to by 230,000 senior managers. Its circulation, 
reputation and style make it a key pan European publication. — p 
As deputy editor, reporting to the editor, you will manage the everyday duties of a small inhouse team 
supervise input from an extensive European contributors’ network, participate in long-term story 
planning and play a leading role in the magazine’s development. Editorial management skills are 
. desirable, but most important is an awareness of, and passionate interest in, the business, politics and . 
| demography of the new Europe. i 
As part of its expansion programme, a new position, Features Editor, has also been created. In both | 
- cases, applications are positively encouraged from men and women of all nationalities, though superlative — 
_ written English is essential. | : 


pplications, in writing with CV (no telephone calls initially) to: Michael Johnson, Editor, 
International Management, 7-11 St John's Hill, London SW11 1TE. Fax: 01-978 4862. | 


























SINCE 1735 THERE HAS NEVER BEEN ^ 
A QUARTZ BLANCPAIN WATCH. AND THERE NEVER WILL BE. 


1735 


BLANCPAIN 


the minute repeater Cee 
More than 10,000 hours to develop this Each watch is still made by one watch- 


masterpiece. A work of art which, when maker from beginning to end. Made by 
desired, chimes the hour, quarter hour hand, numbered and signed. Not more 
and minute. |t represents the ultimate | than thirty such watches from the oldest 
achievement in traditional watchmaking watch brand in Switzerland leave the 


art. | workshop every year. 


LONDON Asprey, Catingtons, Mappin & Webb. David Moms, Garrard, Moussaieff Jewellers, New Cavendish Jewellers, The Watch Gallery GUILDFORD Nina Phillips 


JERSEY Robert Fardon MANCHESTER Hancock RUISLIP C. S. Bedford and branches of Watches of Switzerland Ltd. within the UK 
Information trom Blancpain SA - CH-1348 Le Brassus - Switzerland - Tel, 01041-21 8454092 Fax 01041-21 845 41 BB 


Carley & Clemence 23, Grosvenor Street - LONDON Tel. 01-493 4160 Fax 01-493 4550 
10; 75 oi wi or ed i d THE ECONOMIST APRIL 14 1990 












“General M. "Ford and Chrysler Suis 3 
„made more than half the world’s cars. Today 4 
they seem impotent giants, accounting for less | 
than a third of the world's car output and | 
nd in a aaeei ity that starkly mirrors ` 
: ne. They cannot win: rude ~ 
or managerial brutality, : 
< them for being mana- - 
gerial wimps. ' even harder times arrive, — 
they will become a focus for American economic kesbhobla 
and further. anguish: about America’s competitiveness. A 
truth has bec 
staring death ii ji 

For generations Ar erica’ s 5 larger-than-life automobiles 
were the envy of the world, conspicuous symbols of wealth 
and vitality. But few people anywhere dream today of being 
‘chauffeured in a Cadillac or of cruising city streets in a 
Chevy—even in the United States. As recently as 1978 the 
Big Three made 8296 of the cars sold in their all-important 
American market. Today they have just 6796 of American 
sales, a slide which most market analysts expect to accelerate 
over the next four years (see pages 79-82). Recently all three 












‘ aviés | atad 
rude pundits a a 






companies have lost money making and selling cars in North 


America, their core business. 

What went wrong? Ask any American car buyer ad you 
;, get a two-word answer: the Japanese. When the first 
"1uuny-ooking, boxy little Japanese cars arrived in America, 
Detroit's car companies looked impregnable: giant networks 
-of dealers occupying all the best sites; brand loyalties rooted 
deep in the American male psyche; and great financial mus- 
cle. The imperial tradition and inflated pride that came of 
global dominance ripened Detroit for decline. lapan's car- 
makers campaigned with two qualities that Detroit had lost: a 
willingness to learn from their competitors; and a determina- 
: tion to make the highest-quality, lowest-cost cars. 

Detroit’s complacency revealed itself, especially in the late 
1970s, in a string of badly designed, badly made models which 
broke their brand loyalty. Now, after a decade in which De- 
troit’s Big Three reorganised themselves, pleaded with the 
government for help, and sheltered behind a “voluntary” 
quota on Japanese imports, they are making better cars at 
lower cost. But the competitive Japanese firms are making 
even better cars at even lower cost—and áre doing it in Amer- 
ica as well as in Japan. GM sells ten cars per employee; Toyota 
sells 45. GM still has 100,000 white-collar staff in its American 
car division alone, more than Toyota's total worldwide pay- 










me arr self-evident: Detroit s Big Three are 
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roll. Japanese factories in America mak 
for up to $700 less than the average De 
owned factory. | 
Despite this, the rhetoric in Detroit is 
about revival. In March Mr Harold “R 
Poling took over the top job at Ford and 
April 3rd Mr Robert Stempel was appo 
the next boss of GM. As Detroit's condit 
becomes more dire, its new leaders will ag 
look to Washington for help. Alread 
Stempel has hinted that emission targe 
| should be relaxed. Such pleas make prospec 
worse. The only way to save America’s car industry is to lea ve 
the present one to die. É 


Of Henry Ford and Alfred Sloan 


That sounds a harsh prescription for an industry that still 
employs millions of Americans. But even Detroit's demise 
would not mean the end of carmaking in America. P 
The voluntary i import restraints of the 1980s served on 
to fatten executives’ bonuses and to help delay painful 
changes. This is true of all three firms, but most of all of GM. 
Even Alfred Sloan could not avoid big diseconomies of scale 
at a firm that employs 775,000 people wor pis Japan's 
three biggest carmakers together have just 280,000. GM's 
centralised, bureaucratic ways make it too eais ina 
ket in which the Japanese can produce new models eve 
three years and can re-program their factories in a jiffy 
spond to shifting demand. GM's committee-designed moc 
are out of date years before they reach the streets. 
Mr Stempel, a GM employee man and boy, has ruled 
radical change. But that is exactly what is needed, and w 
again won’t happen if GM is protected. To save his fir; . 
Stempel must break it up. He should sell off Eps and Hugh: 
Aerospace, the costly high-tech distractions which have co: 
tributed little to cars. He should dismember Gm’s car divis 
into two or three independent companies, freeing thi 
compete with one another and to handle their own desi; 
Most of all, GM and its Detroit siblings must learn mor 
still more from the Japanese. 
Such talk is shocking only to bureaucrats, who dos t 
derstand America's carmaking tradition. America did not i 
vent the car; it merely showed the world how to make it an 
how to create a market for it. That role is what Japan seized in 
the 1980s. America's challenge is to seize it back again, to 
focus on how best to make cars and to sell them, rather than 
hope for high-cost technological wonder-weapons. Compe- 
tition used to be an American virtue: Alfred Sloan nudg 
Walter Chrysler into leaving. GM's Buick division to set up 








te 















European. ubsidiaries. One Sabol bw wise move » would be 
for the Big Three to shift their headquarters out of Detroit. 
Another would be to embrace Japanese partners still more 
closely. Cementing the alliance with Mazda, in which Ford 
has a 2596 stake, or even pursuing a full merger, should be top 


option for Mr Poling. And if Chrysler were taken over, no- 
body should weep. 


[cand Chrysler America will remain ag 











place to maket cars. 
A huge home market, intelligent consumers, and highly pro- 
ductive workers will ensure that large-scale car output sur- 
vives there. The issue is who will run the factories: Japanese 
managers, or American ones who learn from the Japanese. 
Under either, all that America would lose would be the en- 
shrined inefficiencies and acrimonious labour relations of the 


past. Detroit, rest in peace. 


abour’s economic tool chest looks modern. Its expensive promises don’ t 






























ibour victory at the next general election. A dozen years of 


change would be Lapip Since Labour has such a big 
ead in the opinion polls, it will be tempted to blur its in- 
nded policies into a miasma of goodwill. All the more rea- 
son to-hold what is known of them up to the light. 

«. The first conclusions all reflect welcome changes in La- 
bour attitudes. A future Labour government would not reim- 
_ pose exchange controls, and it would not have much time for 
. trade controls. Although the external current-account deficit 
. has soared above $35 billion a year, virtually nobody says that 
_ it could or should be reduced by import quotas. Ten years ago 
- they would have been Labour's standard remedy. 

. Labour's shadow chancellor of the exchequer, Mr John 
Smith, has marched farther down the Damascene road. He 
has often said that he would never return Britain's tax rates to 
_ their pre-Thatcher peaks. He would probably raise the top 
. rate of income tax to 50%, and then apply the national-insur- 
ance system of payroll taxes right up the income range. This 
ould give a de facto top rate of 5996, compared with the 8396 
at Labour had when it was last in office and the 6096 that 
prevailed for Margaret Thatcher’s first nine years. 

= What about nationalisation, which the Labour party vir- 
ally invented and which is still lauded in its constitution? If 
Mr Smith had his way, he would not waste time trying to buy 
ack the industries recently privatised. Some— British Air- 
ways, Dritish Steel, Jaguar—are genuinely untouchable. 
hose that have prompted threats from a few Labour politi- 
ans—like the water authorities—would probably get a stiff- 
ening of their regulatory regimes, little more. 

These changes in Labour attitudes are partly a matter of 
rsonality. In the 1983-87 parliament the three top eco- 
omic portfolios were held by Mr Roy Hattersley (shadow 
hancellor), Mr Bryan Gould (trade & industry) and Mr Mi- 
ael Meacher (employment). All three are instinctively more 
terventionist, egalitarian and. nationalist than their succes- 
rs, Mr Smith, Mr Gordon Brown and Mr Tony Blair. The 
ew men know, as does their leader, Mr Neil Kinnock, how 
uch the world has changed. They know that Britain, as a 
ember of the European Community, has little or no leeway 


OTERS i in Britain, and therefore financial markets ev 
erywhere, are starting to contemplate the prospect of a 


Thatcherism are a long time in any country’s politics, so the 


ont polity i issues like trade and se hanes site Sone of the 
changes wrought by Mrs Thatcher are irreversible becaus 


her own will; some—though she may hate to admit it——e.- 
cause the Prussels regime imposes them. 


The mildness of being blown off course 


So much for the welcome shifts in Labour thinking. The un- 
welcome questions begin with one every foreigner raises: what 
about the unions? Labour's last spell in government started 
with a massive pay award to the striking miners and ended 
with a winter of public-sector strikers. In between the govern- 
ment bent the knee to one interest group after another, all 
the while mumbling nonsense about social contracts. 

It would be reassuring to think that Labour had learnt 
from those craven, confused years. In some ways it has: it will 
not repeal all the trade-union laws passed by the Thatcher 
governments. On the most vital of those laws, the one that 
makes secondary picketing an actionable offence, Labour is 
slowly—too slowly—seeing sense. It still has to make clear 
that Britain in the 1990s will not be a place where union 
toughs from one company can stop other companies from 
going about their business. Anything less will leave fore — , 
businessmen shaking their heads in disbelief, and follow... ' 
Ford in steering more investment away from Britain to Ger- 
many or Spain. 

Another ominous sign of unrepressed anre dieat 
ity is Labour's attitude to low pay. The party is committed to 
introducing minimum-wage laws: despite copious evidence 
that such laws reduce the job prospects of the least skilled, 
often create high tensions over differentials, often lead to a 
wage explosion, and sometimes do all three. The minimum- 
wage promise has no place in the economic programme of a 
party that is serious about employment, competitiveness and 
credibility. 

That word credibility is the true test for. Labour, and it 
now means something quite different from what it did when 
Mr Kinnock was just a backbencher from Bedwellty. One of 
his predecessors, Mr Harold Wilson, complained that his La- 
bour governments were "blown off course" by the financial 
markets. Their blowing power then was a. bronchial wheeze 
compared with the lungs they now possess. Nothing in the 
world economy has grown faster than the volume of mobile 






























‘and nobody is less sentimental than the people mov- 
it. Right now, some of those people seem reassured by 
~ Labour’s policies (see our poll of economists on page 61). But 
if Labour is to form a government, and wants to stay on 
` course, it cannot delude itself that tough words and soft ac- 
tions will reassure them for long. 

- Labour has wisel y committed itself to putting sterling into 
mechanism of the European Monetary Sys- 
tem (EMs). That is a sine qua non of credibility: the reason 
. that Britain's short-term interest rates are now higher than 
Italy's or Spain's is that the pound is linked to nothing while 
the lira and the peseta are in the EMs. But commitment to full 
EMS membership is not, in itself, a tough decision. It merely 
. sets the framework within which tough questions are posed 
and have to be answered, as President Mitterrand of France 
discovered after 1981 when the pain and shame of successive 

' devaluations changed his socialist ways. 


; The danger for Labour is that it will confuse form for sub- 





OPPLING the communists and organising free elections 

now seem almost like the easy part. The hard part looms 
as the biggest challenge facing the new governments of East- 
ern Europe: privatising much of the 9096-plus of industry 
that, courtesy of communism, is in state hands (see pages 17- 
21). This has to be done if East Europeans want to leap to the 
sort of market economy that has made the West rich. Yet, like 
parachutists unsure whether their parachutes will work, they 
are all dithering as they contemplate the plunge. - 

Who can blame them? Think how daring Mrs Thatcher’s 
selLoffs seemed. Now multiply that daring by about 100. It is 
not just that the East Europeans will be selling a far bigger 

= unk of the economy than Britain has done. They will be 
" ying to do it without reliable prices, without proper banking 
| or accounting systems, and with no market for land or capital. 
"They have to grapple with the legal problem of who owns the 
. assets to be sold (under communism, as the saying rightly 
"went, everybody owns industry and nobody does). To compli- 
‘cate matters, plenty of people who had their businesses 
‘snatched 40 years ago are now waiting to reclaim them. __ 
~The political risks are formidable. Privatisation will neces- 
_ sarily involve a huge redistribution of wealth. If wrongly han- 
- dled, it will produce accusations of corruption, resentment 
. against the new owners and suspicions that the nation is be- 
- ing sold off on the cheap to foreigners. All this could give 
B capitalism a bad name just when East Europeans need it most. 
— ^* No perfect solution exists. Simply let state firms sell them- 
aloes off, some say. That is the quickest approach, but also 
the most corrupt, as Hungary and Poland have shown by dab- 
- bling with it: the old communist privilegentsia comes away 
. with all the goodies. Worker-buyout lobbyists argue that 
. theirs is the fairest answer. It isn't: workers in viable busi- 
= nesses do well, the stalwarts of dud ones miss out. The most 

















ons, for training, for the low-paid, for such a long list. 


How ex-communist governments should privatise fast and fairly 


creating a capital market and making a nation of share-own- 


grope towards privatisation. First, competition. It i: 
‘turning state monopolies into private ones; so spli 


stance. It did so last year over intere 
credit controls to help stop Britain's bonowins binge. 
world of mobile money, credit controls would be easily b: 
passed. By choking off the supply of credit, some would ac 
ally if perversely push interest rates up. 
By the time of the next election, Labour will have b e 
out of power for a dozen years. During that time it has pro 
ised more money for the health service, for transport 
schools and universities, for pensions, for families, for pi 





those on this list will want these promises kept, and they v 
not form an orderly queue. It is not enough for the La 
party to say that it favours low interest rates, and low. i 
tion, and a firm pound. These are prizes that will have to 
snatched from whatever space is left between Labour suppc 
ers hungry for government generosity and the unforgiv: 
market place. Labour 's task in steeling itself for that hard n 
ment has only just begun. i 





































elegant scheme may be the one € by Mr Vaclav Kla 5, 
Czechoslovakia’s finance minister. Give away vouchers to 
erybody; as state companies are put up for sale, people can use 
their vouchers to bid for them—thus setting a market pric 


ers all in one go. Yet in the absence of decent company in 
formation people would be going blind into the auction. Cri 
ics of “give-away” schemes believe that people will feel like i 
real owners only if they dig into their pockets first. | 
Given all these difficulties, why bother? Because the ex- 
perience of all market reforms (Hungary' s being the longest 
and clearest) shows that without private ownership the rest lc 
is inflation and failure to reshape the economy. The tempt: 
tion for governments to subsidise state firms proves too o grea 
Only private companies are likely to be subjected to the 
ours of the market, and only private owners have a st 
interest in the long-term value of their assets as well : 
mediate income. Privatisation on a grand scale is require 


Make haste decently 
Governments need to be guided by dice principl 


before selling them off, and liberalise trade to ensur 
competition. Second, fairness. The only way of avoidi 
backlash against business is to ensure that the sales 
decently, with opportunities for the widest number of bi 
Here, East European governments have made a start b: 
ting up privatisation agencies responsible to’ parlia 
There is also sensible talk of open tendering where possil 
and of special encouragement for small investors. — 

: Awkwardly, fairness will tend to conflict with the : 
principle: speed. Painstaking scrutiny will inevitably 






































: ip, yet they alone have the capital ready 
o invest aa the skills to sie a East European industry 
ast. And without rapid change in the economic structure, 
ther well-intentioned reforms—such as price liberalisation 
ind attempts at budgetary discipline—will end in tears. 

... The most successful East European country is almost cer- 
in to be the one that privatises fastest: East Germany, ad- 
nittedly a special case. Elsewhere the danger is that govern- 
ments will be so keen on fairness that they forget the need for 
psal Hungariana have just elected the conservative Demo- 


The > G7. charade 


Whom is economic diplomacy for? 


"CHE golden age of international economic co- 
Å ordination—that hopeful, forward-looking time which 
vegan at New York's Plaza Hotel in 1985 and ended with, er, 
e global stockmarket crash of 1987—may never return. But 
he economic diplomats, bless them, are still serving long 
10Urs overseas on our behalf. 
-Judging it rash to wait until May, when they will meet in 
Washington for a long-scheduled gathering at the Interna- 
tional Monetary Fund, the finance ministers of the Group of 
Seven industrial countries recently rushed to Paris for an ur- 
-gent review of the global economic scene. They decided it 
looked pretty serious. But they refused to panic. One Ameri- 
can headline caught the tension: "Ministers Propose No Ac- 
tion". Elsewhere, an even bolder accord was being hammered 
Out. Representatives of America and Japan have just en- 
.dorsed long lists of reforms to promote trade. The right head- 
line in this case was “Ministers Propose Every Action”. As 
long as economic statesmen can balance discretion and val- 
-our so nicely, co-operation will have a role. 
No doubt, but is it doing anybody else any good? For most 
practical purposes, successful economic policy begins and 
nds at home. Inflation, above all, is a failure of domestic 
monetary and fiscal control. From inflation, and the eco- 
'0mic uncertainties surrounding it, many other difficulties 
low: turbulent markets for equities and currencies, to name 
xut two. In the same way, outlandish current-account deficits 
an reflect unbalanced government budgets, mismanaged fi- 
ancial reform or a diminishing ability to produce goods com- 
yetitively. The answer to all of these is better domestic policy. 
“he proper question about economic diplomacy is whether it 
ushes governments to DN their policies at home. 





rength through chat | 


onsider, first, macroeconomic co-ordination: currencies, in- 

est rates, budget deficits and all that. Except within the 

ropean Monetary System, where "' co-operation’ ' really has 

rced policies to change, the record is unconvincing. 

~ Between the Plaza agreement and the Louvre accord in 

February 1987 the G7 finance ministers wanted the dollar to 
all, didt te financial markets. That was fine. After the 








-cratic Forum, 


its main rival, the Free Democrats. In Poland, Solidarity trade | 
unionists are preparing to do battle over privatisation with 
the liberals in the Solidarity-led government. Many Czecho- 
slovaks are suspicious of Mr Klaus's free-marketry. — 

Decisions on privatisation will affect Eastern Europe for 
years to come. So it is right that they be taken with care. But it 
would be wrong to be so careful, for fear of offending people, 
that little happens. Some unfairness is the price of ending 40 
years of communism. East Europeans should double-check 
their privatisation parachutes—then jump. 








Louvre accord, the ininisters wanted to stop the dollar T 
but the markets did not. The result was uncertainty and tur- 
bulence in other parts of the financial system—in other 
words, higher global interest rates and the stockmarket crash. 
Since Black Monday, the communiqués have been more 
modest. By and large, ministers have confined themselves to 
bouts of currency intervention. These have sometimes moved 
markets as intended, sometimes not. But what matters is that 
co-operation proved to be a substitute for changes in domes- 
tic policy rather than a catalyst—notably in America. 

The new international macro-worry is not so much the 


dollar's rise (that'll be next) as the yen's fall. Japan hoped that 


the Paris meeting would yield international actions and state- 
ments that would support the yen, thereby making another 
rise in its interest rates unnecessary. You can bet that Amer- 
ica in the same position (crashing stockmarket, tumbling cur- 
rency, inflation worries, rising interest rates) would have had 
its way. For the moment, Japan still lacks the muscle. It will 
have to get its domestic policies right instead. Another tri- 
umph for failed co-operation. 

Agreements on trade reform ought to make more serw., 


and sometimes do. In the GATT talks, for instance, govern- 


ments are actually negotiating changes i in policy, rather than 





merely posing for the markets. But the new. agreement be- 


tween Japan and America looks fishy. Each side promises to 
do lots of things that self-interest dictates it should be doing 
anyway. America’s list of promises includes a pledge to im- 
prove its system of education. Did that really have to wait for 


a trade agreement with Japan? 


Such undertakings would be harmless, except for one 
thing. The agreement is built on the fallacy that America’s 


trade deficit with Japan is mainly the result of Japanese protec- 


tionism. This gives American industry a great excuse for stay- 
ing uncompetitive, and makes it more likely that when the 
agreement fails to eliminate the deficit America will respond 
with protection. Right down to its fancy name, the Structural 
Impediments Initiative looks like co-operation of the classi- 
cally disreputable sort: camouflage for the underlying pee: 
lem, a breeding ground & for future mistakes, 








E E^ inte is not to o fall off the edge of Europe. At his fourth 
X—three in the past ten months—Mr Constantine 





^j mallest possible majority, 151 seats in a parliament of 300. 
ipd i; he comes from distant Crete; he is a poneeian of the 





Mr Å ‘dreas Mn The left, excluded as power for 
32 years after the civil war, wanted to reward those who had 
- stayed faithful to it during the years in the wilderness, and so 
cit over-spent. Mr Papandreou half-heartedly tried to put 
; things right in 1985, but gave up when the next election came 





insight. The figures then tell the usual unforgiving story. 
The total budget deficit, which had fallen from 18% of 
GNP in 1985 to 13% in 1987, is now over 21%. Inflation, after 
coming down from 2296 in 1985 to 1296 in 1987, is back up to 
15%-plus. The balance-of- “payments deficit, slashed by three- 
quarters in the two good years, is once more rising. Wages go 
oup with prices, pensions are lavish, subsidies flow smoothly 
_ into incompetent firms. The Greece that used to be one of the 
~ OECD's small saints is now one of its chief sinners. — — 
Putting this right will cause much pain, and the sooner 
the better. Even the grey prose of international organisations 
sounds alarmed. Mr Jacques Delors of the European Commis- 
‘n says that Greece is a “serious cause of concern". The 
^ cp thinks its public debt will soon reach “explosive levels". 


reen and unpleasant - 


3X2 *ARMERS made Britain's patchwork landscape, with i its 
.. K meadows and hedges, ploughland and dry stone walls. 
— Now they are unmaking it again. Egged on by large subsidies, 

originally from the British government but now mainly from 
: Brussels, farmers have been ploughing meadows, uprooting 








= hedges and overgrazing moorlands. A countryside that would - 


_ please the 98% of Britons who do not work on a farm needs a 
- different system of farm support. 

_ Britain has now got rid of most of the mad grants that 
paid farmers to drain bogs and build breeze-block cowsheds 









P3 Aitsotakis has become prime minister of Greece, with the 


B: ow die common riedia policy ¢ encourages Britain s farmers to pollute theo countryside 


The budget deficit needs to be cut dramatically, per 
by three percentage points a year for the next few: year 
subsidising of dud companies has to end. So has wage-i 
ing. Pensions need to be reorganised, so that perky Gre 
55 do not retire on pensions bigger than their last pay 
and then move into one of Europe’s biggest bla ke 
The tax system must be changed, not so muc 
taxes up (Greece's are already among the sti 
by collecting more from those, including ma 
escape tax: in short, by taking the politics out of 











































Perestroika without anaesthesia 


Much of this also has to be done by the ex-communist ol 
tries of Eastern Eurcpe; but is is even harder for the Gree 
In most of Eastern Europe the voters are so glad to be 
communism that they will put up with a few years of curativ 
economic agony, of sharply reduced real incomes and. 
lines of jobless. The Greeks do not have the anaesthesia 
sudden liberation. They already have a democracy. Al 
limps. The 1980s reintroduced them to alternating gove 
ments, after 32 years in which that had seemed impossible. 
But most of them still cast their votes out of a sort of tribal 
loyalty, not on a rational reckoning of what the country 
needs. Anywhere else in Europe the scandal-spattered closing 
years of the Papandreou government would have given 
opposition victory by a landslide. Not in clan-faithful Gree 

With his tiny majority, Mr Mitsotakis takes over a rà 
East Europe-like economy run by a still semi-Levantine ha 
of politics. Both habit and tiny majority will say go slow, tr 
not hack, offend as few voters as possible. That would E 
wrong. If Mr Mitsotakis does that, thinking of the next ele: 
tion, clan politics will be back sad nothing will get don 
Hero, like economics, logic a and catastrophe, i isa Greek. "Orc 
























(though farmers still need no planning. permíssio ij 
sheds and silos). Most of the money farmers get from. 
comes from EC guarantees, which ensure that farmers 
prices well above world-market levels. Even when price 
frozen (as they may be this year), jiggery-pokery with the ; 
pound can slide more cash into farmers' pockets. | 

Supporting farmers with guaranteed minimum p 
lethal to the environment. It reduces risk. Fear of fluc 
yields once led farmers to hedge their bets, keeping pigs 
their orchards and cows on their stubble fields. The less 









































: LY d fot ewes encourages overgrazing 
f fragile moorlands. Because such support drives up the price 
f land, it encourages the use of fertilisers to squeeze extra 
) utput from each acre. 


Paying for birds and bogs 


As long as Britain is saddled with the EC policy of putting 
most cash into the countryside through price supports, farm- 
rs will be encouraged to pollute. The farm lobby argues that 
urther cuts in support prices would make farmers grow more, 
iot less: true, perhaps, if the cuts are small and not expected 
last, but mad economics otherwise. Others fret that, with- 
out price supports, farmers would let the land return to un- 
empt wasteland. Maybe: but many people would like to own 
| few acres of Britain who cannot now afford them. Some 
might farm—for fun, rather than profit. Some might let sec- 
ondary forests sprout, as in Vermont, where the proportion 
of farmland and forest a century ago—8096 and 2096 respec- 
ively—are now roughly reversed. And some might turn to 





TyOOR King Birendra. Until the recent riots in Katmandu 
A. he was ruling Nepal in the way kings were meant to rule 
. their kingdoms: issuing orders, seeing them carried out and 
dividing the rest of the day between the counting house, 
"counting out the money, and the banqueting hall, tucking 
‘into blackbird pie. Now Nepal is to be modernised, with 
squabbling political parties and, if the people get their way, all 
: the other trappings of democracy, The king may have to be- 
come just another marginal monarch like the European ones. 
-` Admittedly, some of them are looking a little less marginal 
ese days. After 40 or more drab years of communism, some 
ople i in the new Md of Eastern Enrop are wonder- 


mm of Yugoslavia's. SK ing vi ros forsaking bes EDTA in 
wis in pe of reigning i in — he' S oe up 








teme hin; aus he 8 returns to iced x this Mpeg for 
first time since he was made to abdicate in 1947. | 
pe none of if these throneless ra has been pehaving in in 






and feeds a UDINE market. 


Bt it turns into a king, there could be a throne for it somewhere 





ith no EC cash to ce coddle i it, 5 





A greener farm policy would switch ish from price sup- 
port to paying farmers specifically to manage their lands in 
desirable ways. The British government has made a start, 
coaxing Brussels into backing plans to give support to tradi- 
tional farming methods in some parts of the country, and to 
pay for farm woodlands. Such schemes cover a tiny part of the 
countryside, and are often complicated and inflexible. Thus 
the scheme for environmentally sensitive areas (ESAs) covers 
only 1.5m acres—3% of all farmed land—much of it land that 


` would have been grassland anyway. 


ESAs need to be extended to return cereal fields to 
meadow. Farmers paid to “set aside" ploughed land should 
be coaxed to use spare fields in greener ways. Paying land- 
owners—not just farmers—to look after the parts of the 
countryside that most need tending is a far better use of pub- 
lic money than price support. Medieval hedges or bird-rich 
bogs yield no income to their owner but give pleasure, both te to 
those who walk past them and to those who simply like 
know that they are there. But the support needed to preserve 
them will be more costly and less effective if it must fight the 
pernicious results of paying farmers to grow food. 





that your subjects may discover you to be dispensable. 
Which, perhaps, all monarchs are. But some are useful, 

too. First, they can do a bit of binding the nation together. 

This is often helpful, especially in unruly or fissile places like 


Belgium (where King B does a good job of it), Yugoslavia 


(where the Karadjordjevic dynasty, carrying some controver- 
sial Serb baggage, might find it harder) or even Afghanistan 
(where some, including the Russians, have suggested th 
could bea job for exiled King Zahir Shah). Second, monarcns 
can play a valuable constitutional role, either by picking 
prime ministers after inconclusive elections or by facing down 
anti-democratic revolts (toast King Juan Carlos of Spain). 

Best of all, monarchs can provide a rich supply of gossip. 
Since it is considered undignified for royal families to sue (at 
least it was in Britain until last month, when Viscount Linley 
felt he simply had to put the record straight), the press has a 
virtual licence to say anything it likes. The French have 
shown that, by gossiping about other people’s royal families, 
you can deny Marie-Antoinette her cake and still eat it; yet 
somehow the taste is not quite as good (which is to say bad). 

The big snag to being a modern monarch is that you have 
to eat your greens. President Bush has banished broccoli from 
the presidential platter by invoking executive privilege. Here, 
constitutional monarchs are deprived. As binders of the na- 
tion, they are duty bound to set a good example. Having to 
eat broccoli may be the greatest hardship that lies ahead for 
King Birendra. It’s lucky he went to school at Eton. — 
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Gdansk's former Lenin shipyard is good at sailing-ships 





Rediscovering the wheel 


Eastern Europe must privatise more and faster than Mrs Thatcher ever 
dreamed of. It faces hard choices between effectiveness and fairness 


ISMEMBERMENT of the economic 
monopolies that have run down East- 
ern Europe's industry and agriculture will be 
a project on the scale of Western Europe's 
postwar reconstruction after 1945. Owner- 
ship change is the key: real improvement 
will not come about until genuine private 
owners take responsibility for the inefficient 
and nomenklatura-dominated economy. 
The two countries whose plans are most 
advanced, Poland and Hungary, have al- 
ready rejected semi-serious populist give- 
away schemes ("divide everything into 
shares and give some to each citizen"). In- 
stead, they are committed to outright sale of 
state assets, reckoning that only real owners, 
taking real financial risks, will run the newly 
privatised businesses on market lines. 
Polish and Hungarian industrial privati- 
sation will bear little resemblance to even 
the boldest equivalents in the West. About 
90% of these countries’ industry is in state 
hands. They must privatise enough, and fast 
enough, to make the difference felt quickly. 
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A high degree of chaos is guaranteed: both 
countries lack capital markets, securities 
markets and a modern banking system. 
Bank drafts and cheques can take months to 
cash; deals are done in cash, usually $100 
bills. Institutions such as holding companies 
or stockbrokers do not exist. The privatisa- 
tion process must therefore be so designed 
as to create these tools of capitalism as well. 

The ghosts of former factory owners 
hover around the schemes of would-be 
privatisers. In both Poland and Hungary old 
capitalists are returning from abroad, want- 
ing compensation for their nationalised 
businesses and threatening to make legal 
trouble for the new owners. Poland is hop- 
ing to buy them off with shares in newly 
privatised property. In Hungary the Small- 
holders party (no great force, but a likely 
part of the new government) wants all land 
returned to its 1947 owners, despite the hid- 
eous legal complications—and vaguely 
thinks that industrial property might be in- 
cluded as well. 


The process is further confused 
by uncertainty about the purpose of 
privatisation. Some people in Poland 
and Hungary see in it a golden oppor- 
tunity for the state to restock its de- 
pleted treasury, especially with hard 
currency. This is a diversion: the 
restructuring of the economy, and of 
outdated industry in particular, 
should be the over-riding aim. 

That will mean introducing com- 
petition, both domestic and foreign: 
merely transforming protected state 
monopolies into private ones would 
not help much. It will also require 
that new capital for re-equipment 
flow into the companies themselves. 


Effectiveness or fairness? 
Private capital, though, is exactly 
what Eastern Europe lacks. Govern- 
ments will therefore have to make 
choices between quick sales to those 
who have money or access to it—usu- 
ally foreigners or ex-nomenklatura 
people—and fairer methods of pri- 
vatisation based on bit-by-bit sales of 
shares in small packets to a public which 
otherwise could not afford to buy them. 

Who, for example, should initiate pri- 
vatisation? Letting companies sell them- 
selves off to their own present managers or 
to rich foreigners would be a quick route to 
sales. It would also often offer windfall prof- 
its to the managers. State oversight could 
limit that, but would slow the process down. 
Another speedy route might be to promote 
employee share-ownership. But—even if 
this would lead to efficiency, which is ques- 
tionable—why should these state employees 
be singled out to get the benefits of privati- 
sation? What about other citizens? 

Maintenance of the balance between 
speed and fairness is critical, because the po- 
litical risks of privatisation are great. How- 
ever it is done, the swift sale of probably un- 
dervalued state assets is guaranteed to 
change the social structure, whether it cre- 
ates a stock-owning middle-class where there 
was none, enriches a few tycoons or benefits 
workers with privileged access to the sales. 
Inevitably, objections will be raised by what 
one Polish official calls "the people who 
carry communism in their hearts". Those 
who are accustomed to thinking of state 
property as theirs already, especially workers 
whose privileges will be curtailed by privati- 
sation, will not like watching it purchased by 
those who "don't deserve it”. 

Some lessons have already been learned 
in Hungary, which began the privatisation 
process in 1988 with a series of laws on com- 
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PRIVATISATION IN EASTERN EUROPE 


panies, joint ventures and ownership 
transformation. "Spontaneous pri- 
vatisation" is the Hungarian term for 
most of what followed: seldom, in a 
real sense, privatisation at all, merely 
a form of ownership transformation 
that did little to improve industrial 
performance. 

The two-thirds of Hungarian 
state enterprises run by enterprise 
councils (made up of workers and 
management, though usually domi- 
nated by the managers) were given 
the right to turn their enterprises into 
joint-stock companies. The law re- 
quired them only to audit their assets 
and find an outside investor willing to 
pay for 20% of the newly created eq- 
uity. Having thus become a de facto 
board of directors, the council could 
then sell off stock in the new com- 
pany, keeping part of the proceeds for 
itself and giving part to the state. 


Perils and profits 


Spontaneous privatisation illustrated 
both the perils of non-public sale of 
state property and the speed that it 
makes possible. Enterprises leapt to 
make the change: 1,600 new compa- 
nies were formed using state assets in 
1988-89. There have been a few nota- 
ble success stories. One wealthy Hun- 
garian, Mr Janos Petrenko, bought 
part of the steel mill in the grubby city of 
Ozd. Within a year he had turned the plant, 
once destined for closure, into a profit-mak- 
ing venture, by changing its product line to 
suit western tastes and finding western mar- 
kets. His workers are happy (he saved their 
jobs), his managers are happy (managers in 
state firms envy them their new Volks- 
wagens), and Mr Petrenko is happy too. He 
now plans to open a supermarket in Ozd. 
But few local entrepreneurs have the 
push, the skills or the starting capital of Mr 
Petrenko. Instead, the new laws were sub- 
jected to creative interpretation, particularly 
the part about auditing. How does one put 
market values on land, buildings or exper- 
tise in a country with no markets? One Pol- 
ish method is to take the value of a building 
in 1945 and multiply it by a more or less ar- 
bitrary figure for inflation since then. West- 
ern auditors like Price Waterhouse and Ar- 
thur Andersen have been hard at work in 
Hungary, but even their attempts at ob- 
jectivity cannot replace the care a real owner 
would take to get a fair price. In Hungary, 
with the enterprise council determining the 
sale price of assets that it had got for free, 
tricks of under-valuation opened a large 
window for corruption. 
One noisy affair was that of Hungar- 
Hotels, a chain that owned most of Hunga- 
ry's best hotels and restaurants, including 
the Forum and the Hyatt in Budapest. 
HungarHotels decided to sell half of its eq- 
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uity for $110 million to a small Swedish firm 
called Quintus, apparently acting as buyer 
for an American chain. One of the hotels 
alone was reckoned to be worth more than 
$60m. The public was scandalised. In the 
end the Hungarian supreme court found a 
technical illegality and invalidated the deal. 

In another variety of spontaneous pri- 
vatisation, state enterprises divided them- 
selves into subsidiary joint-stock companies, 
which sold off equity to each other and to 
other companies, leaving the parent com- 
pany with an office, a telephone and a load 
of debt. Are these mini-companies now pri- 
vate or state-owned? No one knows. Peculiar 
patterns of cross-ownership were used by 
former managers to disguise the fact that 
they were maintaining control of their old 
companies without investing new capital or 
forcing their subsidiaries to compete with 
one another. 

Such confusion about who owned the 
companies led many investors, especially 
from the West, to insist on buying them 
from someone other than the enterprise 
council. Complex arrangements were set up 
to meet this demand, with phoney holding 
companies and sales and re-sales of shares. 
Huge sums could be made by those who un- 
derstood the complicated law. The offices of 
the Finance Ministry emptied as their occu- 
pants, discovering this, took off for the 
greener fields of post-communist merger 
and acquisition practice. 


Western companies are learning 
to play the game, as when the Aus- 
trian bank Girozentrale bought 50% 
of the Tungsram light-bulb company 
for $110m, the remainder being 
bought by a Hungarian bank. Giro- 
zentrale then resold its shares to Gen- 
eral Electric for $150m. Eyebrows 
were raised in Hungary, where some 
thought the original price too low. 
But at least money did land in the 
state treasury, and part of Giro- 
zentrale’s $40m profit will go back 
into Tungsram, so there may be little 
cause for complaint. 


Fairness first 
As of March Ist Hungary began try- 


ing to control the process, establish- 
ing a new privatisation agency under 
parliamentary control. It is meant to 
see that fairness takes priority c- 
speed. All sales of assets must nov 
conducted in public, or else with thie 
agency's approval. The agency can 
also initiate privatisations itself 
(which means, ironically, that it must 
re-nationalise worker-controlled com- 
panies before selling them). One 
Hungarian economist, Marton Tar- 
dos, argues that anything which got 
state companies speedily out of the 
central planners’ grip made sense be- 
fore the collapse of communism; but 
now that the process is guaranteed to con- 
tinue, institutions like the agency must lay 
the groundwork for real capitalism. 

The privatisation agency may have to 
act quickly, because the political reaction 
has already begun. The Democratic Forum, 
Hungary's leading political party, favours 
“programmed privatisation”, giving local 
communities, hospitals, universities and so- 
cial foundations, as well as state-enterprise 
employees, rights to buy cut-price shares. 

The aim, says Mr Peter Bod, the | 
rum’s leading economist, is for profits to go 
"to the community, not to the companies”. 
Nor, he might have added, to foreign inves- 
tors. There is a tinge of xenophobia in this 
proposal, and it could win popular support, 
as a way of preventing the profits of privati- 
sation being creamed off jointly by foreign 
banks and homegrown former communists. 
Only the Free Democrats, set to be the main 
opposition party, reject all such schemes, ar- 
guing that none of them will lead to genuine 
stockmarket capitalism. 


Poland goes for openness 

Poland is giving public access to privatisa- 
tion sales priority over speed. While labori- 
ously drafting its new privatisation law, the 
Finance Ministry working group led by Mr 
Krzystof Lis decided against letting compa- 
nies themselves initiate the process. Instead, 
it proposed that the initiative should be 
taken by a privatisation agency like the one 
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China's 
Premier Hotel 
comes to 
beijing s No. 1 
address. 


At No. | Jian Guo Men 
Wai Avenue in the heart 
of Beijing’s business, 
cultural and diplomatic 
district, Shangri-La’s new 
China World Hotel 
has risen. In the midst ol 
the new China World 
Trade Center, in prime 
position at the head of 
Beijings central 
thoroughfare, it will offer 
travellers from around 
a the globe superb luxury, 
service and location 
Opening June 1990. 
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in Hungary. The centrepiece of the final 
draft law—it has yet to get through parlia- 
ment—is its description of how the agency 
will select the large firms to be sold off (only 
those judged potentially successful) and 
then conduct wholly open, well-publicised 
sales of shares. 

Small investors, even those wanting 
only a few shares, will be given first crack at 
purchase. Large investors and foreigners will 
be expected to pay higher prices in second- 
ary markets. Employees will get shares 
cheap; at the ex-Lenin shipyard in Gdansk, 
an early candidate for privatisation, it is 
planned that they will be able to buy up to 
2096 of the equity at half-price. But worker 
buy-outs involving free or non-resaleable 
shares are discouraged. 

The draft law is carefully designed to 
head off xenophobia and corrup- 
tion before they start: past nomen- 
Llatura corruption has already 

'en privatisation a bad name in 
i oland. Under an "ownership ex- 
periments" law brought in by the 
former communist government, 
managers could lease or purchase 
assets on the cheap from their 
companies. So-called  co-oper- 
atives sprang up like mushrooms 
around big factories, contributing 
no capital and changing no work 
practices. Such deals are now ille- 
gal, and the presence of the pri- 
vatisation agency at every stage of 
the process, plus the focus on 
open sales, is meant to keep them 
from growing again. 

Poles are also especially sensi- 
tive about foreign ownership. 
Even before the second world war, 
they were wary of German inves- 
tors. Workers are even less likely 
to welcome German bosses now. 
Tyr political reasons, the govern- 

ent will always need to strike a 
balance between encouraging in- 
vestment and preserving some degree of Pol- 
ish ownership. Though the proposed pri- 
vatisation law contains no restrictions on 
levels of foreign ownership, it is designed to 
be adjustable if the need arises. 


The need for speed 


Fastidiousness on these points is all very 
well, but without the foreigners and the de- 
spised nomenklatura it may be difficult to 
find people willing to invest real money in 
Poland's 7,000 state enterprises. Moreover, 
the lack of financial institutions, from audi- 
tors to banks to brokerage firms, will make 
privatisation a slow process. So far, the gov- 
ernment has managed to prepare all of ten 
enterprises as guinea-pigs. 

Under pressure to get things moving, 
the final draft of the law was made more flex- 
ible, allowing small and medium-sized com- 
panies to propose their own solutions, in- 
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cluding outright sales and joint ventures, 
with agency approval. Bankrupt state enter- 
prises will be broken up and their assets sold 
to foreign or domestic investors. Small en- 
terprises, and assets like shop space, can al- 
ready be bought or leased under existing de- 
monopolisation regulations. 

Poland will still need short-cuts to allow 
the agency to sell property faster than the 
public can yet afford to invest in it. One of 
the more original ideas has come from the 
deputy finance minister, Mr Stefan Kawalec. 
He suggests the creation of holding compa- 
nies with 9096 Polish state capital and 1096 
foreign capital, but managed under contract 
by the'foreign partner. Guided by the mys- 
terious western understanding of how these 
things work, the holding companies could 
then buy and sell the equity of state enter- 





Poland kind-of builds kind-of ancient Fiats 


prises. Later, the state's shares in the hold- 
ing companies would slowly be sold off to 
the public, and its initial stake would thus in 
time find its way into government coffers. 
Another short-cut devised by a worker- 
ownership activist, Mr Pawel Ruszkowski, 
would allow workers to buy a percentage of 
shares directly from their company, while 
the company remained partly state-owned. 
Mr Lis, like his Hungarian equivalents, re- 
peats wearily that this method will not cre- 
ate capital markets. Another idea is that the 
state should set up worker and community 
trust funds to buy shares. Yet another is that 
former owners should be given some shares. 
Enterprise councils and trade-unionists, 
however, are preparing to fight the draft law 
in parliament. Recognising that workers' 
councils are going to lose the management 
rights that they gained after 1981, parts of 
the Solidarity trade union have already said 


no to the draft, seeking more scope for em- 
ployee shareholding and other forms of 
worker ownership. 

They could be successful. While most of 
the parliament is preoccupied with constitu- 
tional questions, and most of Solidarity with 
the future of Solidarity, Poland lacks a con- 
stituency in favour of privatisation. The pro- 
gramme's future probably depends less on 
how voters view its economic benefits than 
on whether they think it can prevent the li- 
on's share of these being snapped up by for- 
eigners and ex-nomenklatura people. 


A leap in the dark 


Of the other East European countries, 
Czechoslovakia seems likely to proceed 
along the lines of Poland and Hungary, 
though it too faces controversy over exactly 
when to do what. The govern- 
ment is struggling to prepare laws 
that will create new capital mar- 
kets, allow banks and industrial or 
service enterprises to issue bonds 
and shares, and permit individuals 
to buy small shops and other as- 
sets from the state. It is also toying 
with a scheme to give all citizens 
vouchers exchangeable for shares 
when state companies are sold off. 

East Germany is a special case; 
privatisation there will advance as 
German unification does. Neither 
Romania or Bulgaria has gone far 
enough in political transforma- 
tion to begin talking about the 
ownership of industry. Romania is 
furthest behind: it has been hard 
to own a private cow there, let 
alone a private company. 

In the more advanced coun- 
tries, believers in free markets are 
already arguing with social demo- 
crats about what percentage of in- 
dustry should be privatised. This 
is premature. The first need of all 
the ex-communist countries is to 
lay the groundwork for privatisation. It will 
be years before they can give themselves the 
luxury of choosing whether to have 25% or 
5% of industry in state hands. 

Everywhere in Eastern Europe, privati- 
sation will be a leap in the dark, a change so 
sweeping that some of its social, economic 
and political side-effects are as yet impossi- 
ble to discern. Some predict that it will dis- 
rupt production; others foresee it adding to 
inflation. Certainly its successes and failures 
will be closely watched in the Soviet Union, 
whose economists like to look on Eastern 
Europe as an experimental laboratory. The 
big unknown is how and how soon it will 
change the daily behaviour of ordinary peo- 
ple, their job choices, work habits, ways of 
spending or saving money. It will not be sim- 
ple to unlearn the economic malpractices 
picked up during 45 years of communism. 
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FROM OUR TOKYO CORRESPONDENT 


MERICA has scam the Japanese gov- 


ernment's only effective opposition, Ja- 


pan's prime minister, Mr Toshiki Kaifu, 


shrugs off the increasingly maladroit attacks 
of the Socialists and the minor opposition : 
parties. But when the l nited States mounts 


an E as it sole in REDE weeks over 






Noone l ‘as ed more from this ci 


rious state of affairs than Mr Kaifu himself, 


Chosen by party bosses last August as a seat- 
warming prime minister, he showed unex- 
pected skill in striking last week's trade deal 
with America. This not only earned him the 
personal praise of the leader of the opposi- 


tion, President Bush. It has made him a lot. 
more secure against the machinations of the. 


powerful men for whom he was thought to 
be warming the seat. 

The package of market- 
opening measures lapan agreed 
to in Washington on April 
2nd-4th— notably an easier ap- 
proval process for opening 
large shops, a tougher anti-mo- 
nopoly law and more public- 
- works spending—was heartily 
disliked by the Japanese bu- 
4 tucrats who usually decide 
Eh things. Mr Kaifu wrung 
acquiescence out of them in a 
. most unJapanese way. Taking 
. his cue from President Bush, 
< the prime minister was on the 

telephone day and night to re- 
calcitrant officials. Insiders say 
his personal intervention made 
all the difference. Certainly the 
. measures that Japan's negoti- 
= ators were originally expected 
to take to Washington would 
. have left the Americans an- 
<- grier than ever. 
| Mr Kaifu is not resting on 
. his laurels. This week he sug- 
~ gested that Japan needed a big 
.. administrative shake-up to en- 
sure that the trade reforms get 
carried out. Party hacks were 
“outraged. Even they admit that 
a prime minister has a preroga- 
tive in foreign affairs. But mak- 





ECONOMIST APRIL:14 1990 


ing changes at home is Sippel: to a die : 


ruling party s business. 

The prime minister is challenging that 
assumption as well—with good reason. The 
reforms he agreed on with the Americans 
will require the Japanese government to un- 
dercut its support for powerful special-inter- 
est groups, particularly farmers, builders 
and manufacturers. Yet between them the 
ministries of agriculture, construction and 
trade and industry account for 9096 of the 
government's budget. Do you expect them, 
Mr Kaifu seemed to be saying, to turn 
against their big-business clients! Some bony 
else must cut through the resistance. 

All strong stuff; but the true extent of 
the prime minister's ambitions to be a real 
head of government emerged in his state- 
ment to parliament on April 9th about elec- 
toral reform. The heart of Japan's money- 
hungry factional politics is its odd system of 


multi-member constituencies. Most - 


Japanese districts return 
from three to 


LUN 


ca and often do, with candidates fron 
party's different factions usually. ve 
fiercer—and far more expensive- 


.,' tion. In the February election, for ex 
the Liberal Democrats are thought t 
| spent ¥200 billion ($1.4 bill ion) during: 

two-week campaign. 


he wants to. introduce a "small" 
“system. 


-stituencies. The overweening pow 
“money, and of the Liberal Democratic 
tional bosses who raise the cash for thei 
tion. members, would be reduced. An 
spans electoral : politics. would start to 


owes the factional system nothing. (he is 
from a tiny faction, which he erie not eve 


lead) and he i 


sire for a strong prime ministership. It would 


 rity last eat imply becáusé vom sented 





six menle of parliament. The puny op 
sition cannot hope to contest all the sea 
a constituency; but the Liberal Democ 




























































against each other than against the 


Mr Kaifu told. parliament this w w 


This means he will throw hi 
behind the findings of an electo 
commission and try to push throug! 
tion giving Japan many more single-seat 








resemble other people’s, with policies anc : 
leaders instead of favoürs and brokers, ^. 


That would be fine with Mr Kaifu. | 








y already making clear his d 


not be. fine bod the factional barons. The 


plucked V 





someone clean and presentable to front th 
party during. its scandal-plagued month 
They were not counting on someone who 

would try to deus fheit world: and 












 ister dee Hee is sec 
only to Mr Takeshita's in s 
These two and the other bar 
had agreed among themse 
that Mr Abe should becom 
prime minister once the Febr 
election was safely out of the: 
and Mr Kaifu could be disi 
of. According to the scrip 
Kaifu would bungle the trade 
with the Americans, a brief Japa 
American crisis would ensue, Mr A 
and Mr Takeshita would hurry 
Washington to do a deal, and then r 
turn to a cabinet reshuffle that would p 
Mr Abe on top and Mr Kaifu out to pastu: 
There was no place in this for. 
Kaifu's triumph. Mr Takeshita looked 
ish as he scrambled to see President Bi 




















































































prings meeting \ 
the president looking e every nd de greate. 
power summiteer. Perhaps worse for Mr 
Takeshita, back home he has been having 
trouble controlling his own faction. Last 
summer he formally handed. it over to his 
erstwhile friend and mentor, Mr Shin 
Kanemaru, expecting to get it back on de- 
mand. Mr Kanemaru, however, rather likes 
the influence that the job provides and is re- 
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.FTER circling the globe for four years, 
“A the political fallout from Chernobyl 
ds at last settling on Japan. With Hiro- 

„shima still vivid in their minds, the Japa- 
nese have never been comfortable with 
he idea of nuclear power. Still, 27% of 
apan's electricity is now generated by nu- 
¿clear plants, and people seemed ready to 
.go along with the government's plans to 
raise that to 4096 by 2000. If nothing else, 
“more nuclear power makes Japan less be- 
holden to imported oil. But a spate of re- 
cent incidents has turned the Japanese 

against nuclear power.. 

So The industry had been hoping to put a 
friendly face on nuclear power by sending 
| the Mutsu, Japan's first and only nuclear 
‘ship, on a year-long scientific cruise 
around the world. The vessel has been in 
-dry-dock for the past 16 years; technicians 
` from the Japan Atomic Energy Research 
Institute have been reinforcing its radia- 
tion shield to stop the reactor from leak- 
ing gamma rays. That done, the ship's re- 
actor was supposed to be brought up to 
power over the past few weeks. This task 
.. Was so badly bungled that even the nu- 
clear officials in charge were frightened. 
The residents of Aomori, the big city clos- 
; tto the Mutsu's home port, have been 





n Tie Mutsu's tests were hurriedly sus- 


- faith in nuclear power had been shaken 
-yet again. Already there had been press re- 


failures at one of Tokyo Electric Power 
Company's big nuclear plants in Fuku- 
_shima. Because of accidents, several of the 
reactors. in Fukushima had to be shut 
: down. One of the reactors has been out of 
. action for more than a year. Plant failures 
-of various sorts left Japan's 37 nuclear 


capacity. last year—the lowest. figure in 
even years. . 


were looking up. The nuclezr-friendly Lib- 
eral Democrats had been swept back to 
power; in t: February, bestiis a Socialist 





pended, but the Japanese public's fragile 


ports about a long chain of mechanical 
` waste—in the one Rokkasho basket. 


-power stations operating at only 70% of | 


The nuclear lobby had thought things s 








if to surrender i it On several bi 


~ tions he has even been siding with Mr Kaifu 
against Mr Takeshita. 


The power of the conservative forces in- 
side the Liberal Democratic party should 
never be underestimated. But Mr Kaifu is 
proving a skilled and tough political oper- 
ator, perhaps most skilled at using his influ- 
ential patronage from across the Pacific. 


When President Bush called Mr Kaifu to 


Palm Springs for their emergency summit 
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as L bi bbles from the Mutsu . 


party that promised not to allow any new 
nuclear plants and to phase out existing 
ones. That included the nuclear industry's 
big new complex near the village of 
Rokkasho, in Aomori prefecture (home, 
too, to the ill-fated Mutsu). 

Six years ago the Federation of Electric 
Power Companies (the umbrella for Ja- 
pan's seven big electrical utilities) chose 
Rokkasho as the site for all its nuclear-fuel 





work. Other countries have scattered the 
various parts of the nuclear-fuel cycle in 
different places. Despite the risk from 
earthquakes, Japan has put all its nuclear 
eggs—from enriching the uranium in the 
-first place to reprocessing the spent fuel 


and then storing the radioactive 


The local authority was delighted —in- 
directly, it was a part-owner ofthe site that 
the federation bought for its three nu- 
clear-fuel plants--but the local people 
have been much less enthusiastic. Last 
summer 172 residents sought a court or- 
der to get the government's approval of 
the fuel plants overturned. When the law- 
suit stalled, the opponents took to the 
streets. The sleepy, conservative town has 
become politicised. So much so that, four 
months ago, it threw out the Liberal Dem- 
ocrat-backed mayor, who favoured the 









that, despite warnings about the prime min- 
ister's weakness back home, Toshiki Kaifu 
was his man. The judgment seems to have 
been right. The president reaffirmed it after 
the trade talks. "The leadership of Prime 
Minister Kaifu has brought a new spirit of 
co-operation to our relationship," he de- 
clared. Words like that from the opposition 
go a long way in Japanese politics. 





plants, and elected a Socialist who had 
been demanding that construction at the 
site be stopped. 

Even Japanese farmers are rebelling. 
Having lately seen on television how the 
Russians are still having to destroy crops 
affected by Chernobyl, they worry about 
contamination of their own crops in the 
event of a Japanese nuclear accident. Ner- 
vous Liberal Democrats have taken heed. 
In the February election several ruling- ` 
party candidates contesting seats with nu- 
clear facilities nearby declared themselves 
anti-nuclear. 

The Ministry of International Trade 
and Industry is just about to revise its fore- 
cast of Japan's energy needs upwards by a 
smidgen (after lowering it six times since 
1975), to take account of the country's 
new taste for bigger cars, fancier appli- 
ances and more personal consumption all 
round. But any thoughts that nuclear en- 
ergy might profit from this increased de- 
mand have disappeared. The 1987 fore- 
cast that nuclear power would account for 
4096 of Japan's electricity in 2000 would 
have required 53m kilowatts of nuclear ca- 
pacity. Some 16 nuclear stations are now 
being built. When they are finished, they 
will raise Japan's nuclear capacity from to- 
day's 29m kilowatts to 46m kilowatts. 
Then what? | 

Not much. Many think that will be the 
high-water mark of Japan's nuclear indus- | 
try. A consensus is forming that the best | 
fuel for lapan is natural gas. It produces 
no sulphur, no tar and relatively small | 
amounts of carbon dioxide, the green- | 
house gas. It can easily be liquefied for | 
shipping. And, best of all, there is plenty | 
of it around—especially in friendly nearby | 
countries like Indonesia, Malaysia, Brunei | 
and Australia, where Japanese power com- | 
panies have long-term contracts and all | 
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the refrigerated vessels they need for 
transporting the fuel back to Japan. 

MITI reckons that gas-fired electricity is 
no bargain. It costs about the same as elec- 
tricity from coal or oil, and 1096 more 
than from nuclear power; but, as Ameri- 
ca's power companies have discovered 
over the past 15 years, nuclear energy can 
turn out far more expensive than it looks 
on the faving board. 
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China 


Arc of crisis 


HE fabled Silk Road, along which Chi- 

nese silks were brought to Europe 
though the remote regions now known as 
Xinjiang and Soviet Central Asia, is causing 
modern China nothing but trouble. Tour- 
ists returning to Beijing this week from 
Urumqi, capital of the Chinese province of 


Xinjiang, brought with them tales of riots” 
and as many as 50 deaths in a town near the ` 


far-western city of Kashgar. 
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The unrest, said to have been put down £ : 
by troops, may have spread. Foreigners have. ^ 


been temporarily barred from Kashgar, 
Khotan and Aksu, three oasis settlements 
ringing the Taklimakan desert in the centre 
of Xinjiang. Foreign journalists have been 
‘| not to try to go to Urumqi. 
__ For months Chinese officials have been 
worried that nationalist unrest would seep 
into China through its long borders with 
Russia and Mongolia. Unlike the Soviet 
Union, whose restive non-Russians make up 
half the population, China is not ethnically 
diverse. But most of the 796 of the popula- 
tion that is not Han Chinese is scattered 
along these strategically vital northern and 
north-western frontiers. A province more 
than twice the size of France, but with a 
population of only 14m, Xinjiang lies just 
north of Tibet, which is still under martial 
law after fierce nationalist unrest last year. It 
is not far west of Inner Mongolia, a Chinese 
province whose locals have been stirred up 
by the democracy movement across the bor- 
der in Mongolia proper. Unrest in Xinjiang 
could turn China’s north-western frontier 
into an arc of crisis. 
Kashgar itself, famed for its Sunday ba- 
zaar and its kebab stalls, has seen bother be- 
e. Nationalist riots in 1981 were sup- 


ye essed by troops. There was more violence 
in 1988, sparked off by resentment between 


the largest minority, the Uighurs, a Muslim 
people who make up more than 46% of the 
province’s population, and the Chinese 
(fewer than 40% and falling), who are privi- 
leged to monopolise the top party and gov- 
ernment posts. 

— The trouble this time is reported to have 
flared among the 120,000-strong Kirgiz. The 
Kirgiz are one of a dozen Muslim groups in 
the province with ties to fellow Muslims 
across the border in Soviet Kazakhstan, Ta- 
jikistan and Kirgizia. The Chinese Muslims 
were upset by the imposition of a ban last 
month on the building of new mosques and 
religious schools. 

Religion apart, Xinjiang's list of griev- 
ances is long. In the early 1980s the one- 


child policy, China's crude attempt to curb 


population growth, was deeply resented in 
minority areas, especially among Muslims, 








to have two and sometimes three children 
did not improve their opinion of the inter- 
fering Chinese. The locals also resent the 
fact that Xinjiang, like nearby Qinghai prov- 
ince, is used as a dumping ground for thou- 


sands of inmates of the Chinese gulag. 


Then there is Lop Nor, a place some- 
where in the Taklimakan desert; China uses 


dt asa EMEN test site. Chinese Ö 






year’s pro-democracy movement in Beij 


has been a heavily militarised region. Ch 


later decision to allow families in these areas - | 
 provement in relations with the So 


tral Asia would only stoke nationalist feel- E 













down the health risks from fallout, 


iig But paceman testing conti 
ued at Lop Nor until 1983, 20 years aft 
America and the Soviet Union had m 
their treaty giving up atmospheric testi 
Given all this, perhaps it is no coincide 
that Mr Wuerkaixi, the student who led 










before it was crushed by the army, is of U 
ghur origin; his family comes from Xinjian 

Partly because of its importance to C 
na's nuclear programme, partly becau: 
its proximity to the Soviet Union and pa 
because it is still home to American listen 
posts that snoop on the Russians, Xinji 















has no shortage of troops there to quell 
rest. But the cost could be high. The it 


Union has led to a vast increase in cross-bo 
der trade in a region largely cut off e 
from central China. Any Chinese attem 
to end these contacts as a way of halting the 
flow of inflammatory ideas from Soviet Cen- 


ing, not smother it. 





Nepal 


A god-king descends 


FROM OUR CORRESPONDENT IN KATMANDU 


HUGE popular movement for democ- 
racy can claim yet another victory. Ne- 


pal's upheaval, though, has a rather differ- 


ent set of problems from Eastern Europe's. 
The Nepalese have to dismantle the ubiqui- 
tous influence and power of a ORSON, 
not of a political party. 

Unlike the dismissed rulers of commu- 
nism, King Birendra expects to stay. During 
the demonstrations in Katmandu and else- 
where there were chants calling for a former 








nothing was shouted against the king. Mr 
- Ganesh Man Singh, leader of Nepal's Con- 
 gress party, says he does not want to abolish 
-the monarchy. Some of the party's leftist al- 
lies in the Movement for the Restoration of 


| the Congress view is likely to prevail.» 


| ning of Apol 8th the king made his first coi 























prime minister to be hanged, but alet 


Democracy (MRD) want the king to go, but 


The Congress party wants Nepal to. be 
constitutional monarchy. Late on the ev 


cession in this direc 
After meeting leader: 
movement he agreed t 
the ban on political part 
Now the MRD aims to 
mantle the non-party pa: 
chayat system, form an 
terim government, rew 
the constitution to pla 
strict limits on royal po 
and hold a general electio: 
which the Congress par 
would probably win. ^ - 

Will King Birendra 
agree to end his absolu 
power? So far he has agre: 
to little. Even allowing po- 
litical parties is not the radi- 
cal step it might seem 
Their existence was alread 
winked at. In 1980 the king 



































| ed them out. — , 
. This time liben may be different. Neps | 
had never seen anything like the events of 
he past two months. Strikes and dem- 
nstrations have been answered with cur- 
sws and killings, destroying the world's pic- 
ure x Nepal as a. peaceful little place 
appily run by a king regarded as a god. 
The trigger-happy security forces killed 
t least 50 people who were marching peace- 
illy to the royal palace on April 6th. People 
ay not easily forget these and the many 
ther deaths that resulted from the govern- 
Yent's attempt to stifle the MRD. Already 
re are calls for retribution, and it is per- 
istently rumoured that former government 
nisters have been arrested. The leaders of 
' MRD want the government to compen- 
ate the families of the dead. 
Any backtracking by the king would be 
ret with renewed strikes and street dem- 
nstrations. Violence could increase, espe- 
ially in the southern town of Tarai, the 
cene of earlier disturbances, where guns are 
asily brought in from India. There is also 
he possibility that, if the king seemed un- 
ble to cope, the army might step in. It is 
mmanded by descendants of the Rana 
vily, the autocrats who ran Nepal up to 
952, with the then king their puppet ruler. 
=> But for now Nepal is celebrating. This 





































































with demonstrators. People of all ages sang, 
hanted pro-democracy slogans and waved 
flags, some with the four stars of the Con- 
gress party and some with the hammers and 
sickles of the various communist parties. 

^ The move towards democracy has been 
applauded in neighbouring India, but is un- 
likely to be received with enthusiasm in 
‘China. Nepal's other border is with Tibet, 
which has been under martial law since pro- 
independence demonstrations last year. - 


longkong 


less 


'assports leni. eae owners to live in 
ritain will be given to those judged essen- 
al to make the colony tick. These people 
vill thus, it is argued, have the confidence to 


afe haven should Hongkong become un- 
yearable when China takes over in 1997. 
“he plan has had a rude reception. 

- In Britain a sizeable group of Tory mem- 


week the streets of Katmandu were filled 


tay at their jobs, knowing that they have a 


` “with each. other that, 








So many are toying with the idea 


bers of Parliament who are opposed to im- 
migration of almost any kind is threatening 
to vote against the plan when it comes be- 
fore the House of Commons on April 19th. 
In Hongkong those who think they have a 
good chance of getting a passport—profes- 
sionals, senior policemen—cautiously wel- 
come the plan, but most of the colony's 


nearly 6m people believe the number eligi- 


ble, perhaps 250,000, including wives and 
children, is too small. Far worse, from Brit- 
ain's point of view, is China's attitude. 
China does not accept the argument 
that an escape route will bolster confidence 
in Hongkong and help slow the outflow of 
around 1,000 people a week on the “Maple- 
Leaf Express" (about half go to Canada). 
China considers the argument a smear. 
When the plan was leaked before publica- 
tion, China angrily said it would not recog- 
nise the new passports, so they would be val- 
ueless in Hongkong after 1997. Though 
China may become more accommodating 
before it takes over, Britain should not 
count on it. 
The Chinese now view with deep suspi- 
cion almost any British act concerning the 
colony. They believe that under the accord 


- signed by the two countries in 1984 Britain 


promised to deliver Hongkong, prosperous 


and subservient, to China, and that it has 
-since ratted on that promise. Demands for 


democracy have been indulged by Britain to 
such an extent that, in the eyes of some se- 
nior Chinese officials, Hongkong has be- 


come a political liability that outweighs its 
| value as a source of revenue. 


Formally, the conduct of affairs in 


. ^ Hongkong is none of China's business until 
1997; but. China is not standing on cere- 


. mony. On April 6th Mr Zhou Nan, China's 


most senior official in Hongkong, said Brit- 


- ain should now "always consult China" on 


important Hongkong matters. The hand- 


. over. period is turning out to be agonisingly 


long. But the two countries are so fed up 
if the British told 
China to take over Hongkong next week, 





| ld probably de- 
cline, suspecting some trick 
to discredit it. | 

China's fears about 
Britain's deviousness over 
democracy were probably 
strengthened. this week 
when Hongkong's first po- 
litical party, the United 
Democrats, was formed. 
Next year the party will 
contest Hongkong s first di- 
rect elections, for 18 of the 
60 seats in the legislature. 
‘China regards the party's 
leader, Mr Martin Lee, as 
one of the most dangerous 
men in the colony. An out- 
spoken lawyer, he is joint 
leader of the Hongkong Al- 
liance, which gave $270,000 in cash and sup- 
plies to the students demonstrating for ^ 
mocracy in Beijing's Tiananmen Square 
spring. 

. After the crackdown in the square, the 
alliance helped to smuggle student leaders 
out of China. In November China sacked 
Mr Lee from the committee drafting the Ba- 
sic Law, Hongkong’s constitution after 
1997; it accused him of trying to overthrow 
the Chinese government. Mr Lee said on 
April 9th that his membership of the alli- 
ance was an individual one, unconnected 
with his leadership of the new party. The 
distinction is likely to be lost on China. 





Cambodia 


oihanouk unfolds 
his umbrella 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


HE rains come to Cambodia n... 

month. The roads will turn into quag- 
mires and the Phnom Penh government's 
writ will cease to run outside the larger 
towns. As villagers prepare for another five 
months of isolation, haunted by the Khmers 
Rouges, an end to Cambodia's war seems no 
nearer than it was at the beginning of any of 
the ten preceding rainy seasons. 

When it rains, the government loses its 
main advantage on the battlefield: the abil- 
ity to move its heavy weapons. So it has 
been making the most of the closing weeks 
of the dry season. Since the end of March, 
government troops have rolled back the 
forces of the two non-communist factions— 
those of Prince Norodom Sihanouk and Mr 
Son Sann—almost to the border with Thai- 
land. Last week Svay Chek, a border village 
with pretensions to being a town, changed 
hands for the fourth time with its recapture 
by the government. Soon after, Thmar 
Puok, the first town to fall to the non-com- 
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3 The opposition blames its losses on lack 
Xf ammunition. Now, armed with fresh sup- 
Jlies from China and Thailand, it claims to 
save launched a new offensive. The Siha 
uk forces say they have taken four villages 
n the central province of Kompong Thom 
ind are now probing towards Angkor Wat, 

he immense group of temples that is the fo- 
us of Khmer national pride. Few observers 
jve much credit to these claims. 

-. More credit is given to reports that the 
mers Rouges have also taken a beating. 
ey are thous ht to have lost control of the 


eir grip on the gem-mining region baer : 
in, near the Thai border, has been weak- 
1, Thai businessmen have stopped send- 
teams of miners to get the gems out. 
- The d to > the government s success has 


Persie naautmeasaronctanaaey ranger Verve memorem 





“PROM OUR SOUTH EAST ASIA CORRESPONDENT 


OR the past three years, foreigners in 
; town to sign investment contracts 
have been tripping over each other in the 
obbies of Bangkok's hotels. In the first 11 
months of 1989 the Board of Investment 
approved foreign investment projects 
with a nominal value of 191 billion baht 
($7.4 billion), almost four times the value 
. of projects approved in the whole of 1987. 
: Nothing will come of many of these plans. 
But one Thai economist calculates that, 
J.- even if a below-average number see the 
-- Tight of day, by the end of 1991 foreign- 
controlled firms will employ one-fifth of 
- Thailand's industrial workforce and pro- 
"duce more than half the country's indus- 
trial output. Will they be happy to be 
here? 
The biggest danger is that Thailand 
will suffer acute indigestion. According to 
evised figures just released by the Na- 
tional Economic and Social Development 
Board, Thailand's economy has been 
growing faster than even the optimists 
had guessed. It raised the figure for real 
opp growth in 1988 from 1196 to 13.296 — 
higher even than South Korea's best dur- 
ng the 1980s. This means that the central 
bank's estimate of 10.8% growth for 1989 
_is probably low too. 
With figures like that, inflation is usu- 
: ally not far behind. But, after months of 
.dithering, Thailand’s macroeconomic 
¿management seems once more to be un- 
der control —thanks mainly to Mr Chaov- 
. alit Thanachanand, who took over at the 
-central bank last month. He has insisted 
that the finance minister lift interest rates 
and is now pushing the government to cut 











ts deficit and to ease ethe highly restrictive 


nese help. Vietnam claime 


have pulled i its troops out of Cambodia ‘last 


September. Perhaps this was untrue; or per- 
haps some troops were sent back when the 
resistance began to make alarming gains. 
The government owes its recent advances to 
bombardments by 130mm guns, followed by 
tank-led assaults. The Vietnamese are 
thought to have provided both services. 
Beaten on the battlefield, the ever- 
adaptable Prince Sihanouk has again turned 
to the negotiating table. The three-party op- 
position, of which the prince is the titular 


-head, is due to meet representatives of the 


Phnom Penh government in Bangkok on 
April 15th. China, Vietnam and Thailand 
may also have their people there to discuss 
the prince's new "peace plan". 


Much the same cast failed to agree on a- 


peace plan when they met in Jakarta in 
March. But the prince has dropped his de- 


| hailand waits for its second wind 


foreign-exchange laws. 

So the steering has improved, but 
there are signs of trouble in the engine 
room. The motors of growth have been 
construction, agriculture and natural re- 
sources. All three are faltering. Even in 
overcrowded Bangkok the market for new 
housing is expected to be saturated by 
next year. Agriculture is being hit by a 
drought and by copycat neighbours. Black 
tiger prawns, for instance, for which Japan 
has a voracious appetite, were Thailand's 
miracle export. Now that farmers in the 
Philippines and Indonesia are producing 
them too, their price has halved. The for- 
ests are exhausted from overlogging. 

Thailand’s best hope of a second wind 
is the industrial investments. Most foreign 
investors say they are content, but scratch 
the surface and some worrying complaints 
crawl out. The most common is the coun- 
try’s notoriously bad infrastructure: par- 
ticularly Bangkok’s supercongested streets 
(one Japanese-financed study concluded 
that 240 billion baht would be needed to 
correct this); equally crowded ports; and 
insufficient electricity (brown-outs are 
back in Thailand). 

A recent World Bank report wrings its 
hands over something else: Thai industry 
shows few signs of moving up-market. Un- 
like their South Korean predecessors on 
the road to industrialisation, "most Thai 
companies are weak in searching for, ac- 
quiring and adapting foreign technology. 
They are even weaker in developing their 
own technology." The Bank says foreign 
high-tech companies are put off by the 
poorly educated workforce (8696 of Thais 
receive no more than elementary educa- 













should be dismantled before a free election 
is held. More modestly, he seeks an immedi- 
ate ceasefire, to be enforced by a UN peace- 
keeping force. Any decision at the Bangkok 
meeting would presumably have to be re- 
ferred to the five permanent members of the 
UN Security Council; they have been dis- 
cussing their own peace plan in Paris. 

Mr Hun Sen, Cambodia's prime minis- 
ter, does not intend to go to the Bangkok 
meeting. He says he is not well. What may 
cheer him on his sickbed is the widespread 
belief that some European countries are no 
longer willing to support an opposition that 
includes the Khmers Rouges, and are close 
to recognising his government. If true, that 
would be a far bigger gain for Mr Hun Sen 
than anything likely to emerge from another 
battle of words with Prince Sihanouk. 
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. | Approved investment projects | ^ 
HE 1987 1988 1989* 
| Total no. 5 1454 
foreign 
.| Total value $bn 26 79 


tion), high import duties on high-tech 

goods and Thailand's traditionally lax re- 
spect for copyrights and patents. Foreign : 

electronics companies prefer Malaysia, 
with its large pool of experienced assem- | 
bly-line workers, for mass production, and | 
Singapore for the brainier bits. | 
Thailand's cheap labour is still a plus. 
The trouble is that, however much foreign | 
managers may like Thai food, golf courses | 
and girls, Indonesia has cheaper labour | 
and more of it. | 
Is Thailand's outlook bleak, i 
Hardly. lts workers may not be very | 
skilled, but they have a healthy dose of av- | 
arice. “If you offer to pay Thais enough, | 
they ll learn to do what you want fast,” | 
i 
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then? 


says the manager of a car-components fac- 
tory. Add a torrent of small investments 
by family-controlled companies, mainly 
from Taiwan and Hongkong, aiming to 
produce everything from toys to fishing 
nets to frozen seafood to tennis balls. You 
may not get the next Japan. But you could 
get the next Taiwan. m 






41 cross-border 








the UK, France, 
West Germany, 
e United States, Italy, 
eland, Belgium, 
pain and Turkey. 
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n-—-————— 9. | NEW FROM THE ECONOMIST INTELLIGENCE UNIT 


TRAVEL INDUSTRY MONITOR 


n the fast moving travel and tourism industry, it is 
vital to be informed of significant changes in order 





decisions. 





to take the right busines: 


Travel Industry Monitor is a new monthly publication 
from The Economist Intelligence Unit. It provides 
industry managers with the incisive analysis and clear 
interpretation of key developments which they need to 
stay ahead. 





Each month analyses will include: 


KEY MARKETS — travel trends and patterns of 
behaviour 

LEGISLATION — rulings and policies as they affect 
both suppliers and consumers 

SPECIFIC MARKET SEGMENTS — c.g. business 





travel, special interest, senior citizens 

KEY PLAYERS — performance of airlines, hotels, tour 
operators, ctc 

DESTINATIONS — major and emerging regions 
NEW TECHNOLOGY - reservation systems and 
marketing strategies. 


for 





In newsletter format, Travel Industry Monitor i: 
the decision maker who needs up-to-date objective 
information on important issues, professionally 
ented in an accessible format. 
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Money C 
gods of sport 


WASHINGTON, oc 





Sport- consumes s la 
| greedy universities. 


WEET April. Dosecodi and azaleas in 
Augusta for the Masters' golf tourna- 
ment; the thrill of college basketball's Final 
Four; the satisfying thwack of baseball on 
‘at as Opening Day rolls around once more. 
"hat nobler sights could there be than the 
“world’s greatest nation at play! — 

. Quite.a few, as it happens. Benestls the 
surface of America's obsession with sport 
lies a darker tale. Amid the general rejoicing 
at summer's games, the killjoys a at d i 
serve equal time. 

There is little doubt chat poit is ; popu- 
lar in America. The 1989 baseball season, 
for example, drew more paying customers 








than ever before. Cities without a major B 


team-—Memphis, say, or St Petersburg— 
hang their heads in shame. Sport is so popu- 
lar that the television networks and cable 
companies sign contracts with mind-bog- 
gling numbers. cas will pay Major League 
baseball $275m in each of the next four sea- 
sons. ESPN, a cable network devoted largely 


to sport, will pay about another $100m each 


year. Professional basketball's four-year con- 
tract with CBS, which expires this year, was 


reportedly worth $173m. NBC, which won 


he contract for the next four years, is said 
* — o have offered $600m. In the three seasons 
from 1987 to 1989, professional football 
raked in $1.3 billion from the netwotks and 
another $153m from ESPN. 
Television companies say they are pre- 
pared to pay these huge sums (which some 


in the industry think mad) because sport is- 


exciting and unpredictable. lt keeps punters 
in their seats, which is what advertisers 
want. Long ago sport came to an accommo- 
dation with television, allowing phoney 
breaks in the flow of a game that give the 
advertisers the time they need. 

Yet to say that America loves sport 
really means that America—like other coun- 
tries—loves watching sport. It will come as 
no surprise to sniping foreigners who have 
long thought that stretch polyester was in- 
vented solely to accommodate middle 


Americans’ ample rears that watching sport - 


on the box is so popular. When asked in. à 


Harris poll which activity they planned to 


do more of that summer, Americans by large 
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/ offerings for the 


e sums. from. icisvision networks, jealous cities and 
n economic terms it offers little in return 


margins chose resting and relaxing (al * 


though 6496 did say they planned to watch 
less television). Harris found that those with 
higher incomes were more likely to exercise, 
but since this is also the group which owns 


vers (whose use has been the fastest grow- 


ing leisure "activity ") is it not reasonable to 
assume that they too will soon keep the poly- 

































































ester mills busy? 
The size of a man's beer gut is hi: 
business, thank goodness. But the probit 
public finances in sport is another mattet 
984, a federal court ruled that it was illeg 
restraint of trade for the National Foot 
League to dictate where its individu: 
owned teams must play (the Oakland R 


then cities all over the counti 
played beggar-my-neighbour 
Cities without teams t 
existing teams to their 
hoods (the Raiders. were recentl 
back to Oakland) with promises 
municipally-financed stadiums; citie 
teams fight to keep them by upgradin 
ums or allowing new ones to be built 
Washington, DC, is about to do. Marylat 
has issued $200m-worth of bonds to bui 
two stadiums in Baltimore, which lost 
football team to a new stadium in Indianap- 
olis; St Petersburg has issuec 
more than $100m-worth. = 
When asked why taxpayers 
should have to stuff the 
mouths of some of the richest 
- men in town with silver (own 
_ership of a sports team being 
pastime of the well-heeled) the 
usual cry is that a sports fra 
chise, brings untold economi 
benefits. The normal way ol 
proving this is to estimate the 
amount of income. Spent on 





— ber (Maryland, in whati it cal 
a conservative study in 198 
used a multiplier of 2:5 
methodology i is pretty s 
since it takes little accou 
displacement effects (ie, t 
the absence of a spor 
chise, money spent o1 
would be happily sper 
something else). Forti 
some economists havi 
more rigorous, even i| 
conclusions are not al E 
consistent. 
A Heartland Institut 
per in 1987 found that a 
community" could not cap 
all the economic benefits: 
sports team, which tended: 
leak into other areas. Moi 
over, the introduction ‘o 
sports team seemed to be ass 
ciated with an increase in lo 
-— paying service-sector jobs ai 
fall in high-wage manufac 
















































g employment. 


Pepperdine University in Los Ángeles, casts 
some doubt on these results, suggesting that 
professional sports team can indeed secure 
ditional economic growth. The city be- 
mes more attractive as a result of its new 
atus, making it more likely that investors 
.move there. Unfortunately, Mr Baim's 
lculations showed that a new sports fran- 
ise also leads to an increase in crime. 

> Yet even if economic benefits do flow 
om a new sports team, it is not clear that 
public subsidy of a new stadium is the best 
ay to capture them. Mr Baim found that 
ivately built stadiums had both lower con- 
ruction costs and more intensive use than 
iblicly built ones. And subsidies are rarely 
ead equitably: four out of ten Americans 
not follow football and five out of ten do 


‘follow baseball. 


ole models 


etails, details...relax and watch the 
match. But insouciance is harder to main- 
tain in the light of sport’s impact on higher 
education. This has long been a national 
scandal—phoney degrees, professionalism 
in all but name, the rotten influence of 
pooster clubs, atrociously low graduation 
rates of college athletes even in the Mickey 
Mouse courses they are allowed to take. 
"There are signs that some in the Na 
tional Collegiate Athletic Association want 
. to clean up the act: academic requirements 
- of student-athletes were tightened this year 
- and the college basketball season shortened. 
. Still, some college presidents are driven to 
_ despair. One, who heads a large state univer- 
sity, says that he spends more time each 
week on the problems of his sports pro- 
: gramme than on anything else. 
: er universities are less careful of 
: their reputations. A new professor at one of 
the South's most prestigious universities 
was amazed recently when, at his interview 
with the college president, he was expected 
to talk nothing but basketball. On April 7th 
North Carolina State University fired Mr 
n Valvano, its basketball coach, who had 
n under a cloud because of violations of 
demic rules and accusations that some of 
s players had thrown games. To get rid of 
the coach, the university paid Mr Valvano 


tal 





e university s Med club then chipped 
- another $375,000 to soothe Mr 
alvano’s feelings. It ai have been bet- 
spent on a chair of ethics. 

lt seems almost overkill to detail the 
nber of sports stars, on both college and 
fessional teams, who have been involved 
rug cases. There is nothing new in this, 
; for many black children, sports stars are 
best role models they have (about half of 
professional footballers are black; the 
st majority of professional basketball play- 
$ are). When players are caught using 


32 


A later paper by Mr Dean Baim, of | 


ore than $230, O00. It was reported that 


. drugs they send hew worst st possible signal xk 
‘But the news is not all bad. Aftera te- 


cent symposium at Howard University in 
Washington, DC, a team of black ex-athletes 
announced that they were going to visit 
schools to encourage those who want to be 
athletes to get an education first. The group 
is connected with a programme which for 
five years has helped athletes who left uni- 
versity without a degree to go back and get 
one. À little less April romanticism like this 
does not go amiss. 








lran-contra 


A villain, at last 


ND that, until the historians take over, 

is that. Loose ends remain—sentenc- 

ing, appeals, one or two small fry still to be 
tried—but the conviction of Mr John 
Poindexter on five counts of lying to Con- 
gress in one way or another just about wraps 
up the Iran-contra affair. Mr Poindexter, 


who was Ronald Reagan’s national security 


adviser in 1985-86, becomes the official vil- 
lain. His subordinate, Mr Oliver North, got 
off pretty lightly by claiming to be a patriot 
obeying orders but there were no higher-ups 
left for the secretive Mr Poindexter to 
blame, save the ex-president himself. His 


lawyers at his trial tried to do just that. But 


Mr Reagan, in his videotaped testimony, 
shook his old head sadly, couldn't remem- 
ber a thing but was sure that he had always 
told his subordinates to obey the law.. 
As with the Watergate scandal, it was 
the cover-up, rather than the goings-on 
themselves, that came to matter. Mr 
Poindexter was not on trial for sending arms 








His boss forgot 


but fot destroying a docun iment, peur (a 
Reagan, that showed this to be the adminis- 
tration's ungarnished aim. Nor was he on 
trial for giving military aid, some of it paid 
for with the profits from the Iran arms deals, 
to the Nicaraguan rebels at a time when this 
was specifically forbidden by Congress—but 
only for doing his damnedest to stop Con- 
gress from finding out what was, or had 
been, going on. 

Lying to Congress is bad but not all that 
bad. The long fuss about dates and details— 
and the fact that things have got better for 
Nicaragua, though not for the hostages— 
helped Mr Reagan and his men to confound 
their enemies with boredom. People, re- 
minded of the extraordinary constitutional 
issues, the entrusting of foreign policy to a 
bunch of zealots and their arms-dealing 
chums, hide a yawn behind polite hands. 
Ex-President Nixon is rehabilitating himse'^ - 
from the domestic shame of Watergate. E: 
President Reagan has got away scot-free 
from the foreign-policy shambles called 
Iran-contra. 





Photography B 
Obscene in the 
Midwest 


WASHINGTON, DC 


HE peripatetic exhibition of controver- 

sial photographs by the late Robert 
Mapplethorpe played without incident in a 
number of American cities. Even when 
Washington's Corcoran Gallery was over- 
taken by timidity and cancelled the exhi- 
bition, a nearby gallery took over. But in 
travelling to Cincinnati, Ohio, the exhi- 
bition pushed its luck and its luck ran out. 

For 20 years in this straight-laced Mic 
western city propriety has reigned. Cinemas 
know better than to show "The Last Temp- 
tation of Christ", a university theatre 
backed out of "Equus" and no adult video- 
tapes are for rent. Keeping a close watch 
over standards is the self-appointed task of 
the Citizens for Community Values (CCv). 

Elegant photographs of flowers, sensu- 
ous but forgivable, make up the better part 
of the exhibition, but it is the nudes and 
nearly nudes (two of them of children), and 
the photographs of sadomasochistic and ho- 
moerotic activities, that have offended peo- 
ple. In one photograph Mapplethorpe, who 
died of aips last year, shows himself with a 
bullwhip i in his rectum. "If this is art, we’ re 
in big trouble,” said Mr Monty Lobb, ccv’s 
president. 

The Caua Arts Centre, which 
booked the show long ago, prepared for 
trouble by laying ground rules: no minors, a 
fee to keep out casual visitors, private dona- 
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CHICAGO TRIBUNE 















st tube recreation of 
Earth's primeval chemis 





Arizona's Meteor Crater: one of =] 
Earth's many asteroid impact sites. | 


An ancient “supercontinent” 
tearing apart to form 
todays world. 


TV GUIDE 


Take a spectacular video voyage 
from the depths of the sea to the 


farthest planets... 


Acclaimed PBS Series now on home video! 
Not available i in stores! 





Stunning photography! Spectacular graphics! Incredible special effects! 


lll You are invited on an incredible voyage 
of discovery. To witness the "Death Star" 
that may have destroyed the dinosaurs. To 
97s in geological time to see Cali- 

rnia collide with Alaska. To ride the solar 
wind at a mind-boggling one million miles 
per hour! 






Plunge into the blistering depths of the. 
Sun...sweep past the forbidding moons.of.. 


Jupiter...discover the strange, fascinating 
forces of creation at work. 

Now, you can thrill to the most spectacu- 
lar video epic ever made: the world 
acclaimed PBS production, Planet Earth — 
available for the first time on home video! 


Astonishing new discoveries! 


For thousands of years, Man has wondered 
about the powerful forces of Nature sha P 
ing his world. .. but could only guess at t 
answers, Now, in just the past ten years, 
quantum leaps in science have solved 
many of the Earth's most ancient and mys- 
terious riddles, Now you can share this 
amazing new knowledge in seven stunning 
videos, each one a complete hour-long epic 
.of incredible visual impact. Planet Earth 
ni eveals the inner workings of the Earth, 








ns about i its s futures; 


ing truths about its es and startling 


You'll see how climate changes 
destroyed great civilizations. Watch Pan- 
gaea, an ancient “supercontinent; break up 
and move across the Earth to form the con- 
tinents of today. Peer into live volcanoes — 
and the Sun's core. See earthquakes in 
action! Learn the perils of global warming. 
Travel from the ocean floor to distant 
planets .., and beyond. | 

Here, with spectacular, Emmy award- 
winning color photography and brilliant 


. special effects, is the gripping history of 


our planet — as it has never been told 
before! 


No Risk Guarantee! 
Convenient monthly installments. 


Not sold in stores, Planet Earth is available 
exclusively from Easton Press Video. Each 
set of seven videos is only $195.65? payable 
in 7 convenient monthly installments of 
just $2795* each — with no finance charge! 
Your satisfaction is guaranteed: you ma 

return your set within 15 days for a full 
refund. Discover Planet Earth! Order Today! 


*Phis $3 shipping/handling charge per set, 





CALL TOLL FREE: 1-800-367-4534 . 


emu: 


N.Y. TIN 
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BOR SEE Die eee atte Ae ue dem am 


Call Toll-Free: 1 


expe Mg Ceq A A GAN tod 


i m, Af cn will be billed with shi 






. Molten lava rock contim 
reshapes the Earths sur 









Earths rotation helps create 
, hurricanes, as seen from s 









“Northern Lights”... 
Earths magnetic eld clashing - 
with the solar wind. 
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PLAN ET EARTH 


Easton Press Video 

47 Richards Avenue | 
Norwalk, Conn. 06857 m 
1-800-367-453 
Yes! Please send me Planet Earth. = the ec 


plete set of 7 one-hour video cassette. 
Lunderstand only VHS is available. 


Name 








PLEASE PRINT CLEABLY 
Address 
City/State/Zip meee 
Signature in 
(AH orders aablect to sceopisnon) | 


Charge each of 7 monthly iristallmén 
$28.67* to my credit card: 
G VISA O MasterCard® American Express Disi 














Credit Card 1 No. 
Sl prefer not to use a credit card and w 
check, Enclosed is my deposit of $% 

pay the balance in four monthly installer 
$37.66" each. 


Allow 6i0 8 weeks for shipment. ie 
“includes shipping and handling. Ap 












| The Executive Training Programme, 
| "establish. d in 1979, is now in its Ith | 
/ year. Organised and funded by the 
Commission of the European __ 
ommunities, it was. 
conceived especially for . 
‘those European companies. 
ntending to export to | 
; apan « or rto expand their 

































Japan IR May 1 1991 to ) November 1992. 
After 12 months’ intensive language 

3 training, pa rticipants are offered the rare 

: opportunity of spending 6 months 

working in Japanese companies. 


Throughout the 18 month programme, 
a comprehensive series of seminars, 

. company visits and lectures on varied 
aspects of the Japanese business world, 
will be provided. 

These are organised in conjunction 
with the prestigious Sophia University i in 
Tokyo. 





to study modern day Japan, its language, 
~ business practices and culture. The chance 
to establish contacts with the Japanese 
business world will be an ideal starting 
J point for future business. ! 
Companies exporting to or developing 
plans for the Japanese market are invited 
to apply, having considered the following: 


———— ` 
T | 








" Companies n not ot currently exporting to 


 uwOnly full time and permanen 


ETP offers an outstanding opportunity o 
|. from individuals whose companies have an 


+ Peat Marwick Selection & Search 





J apan bi r which are planning t to do so, 
ild submit a well defined strategy, 
outlining how the candidate will 
contribute to its achievement T. 2 
employees 
will be eligible for consideration. Freelance. : 
employees will not be considered A 
a With th p rogramme costs. being met by . 
the Ei Commission, cost to the 
. company will usually be limited to travel 
and living costs B 















Interested young managers will fit the 
following profile: . 

m Aged ideally between 25 and 35 

m University education, or equivalent 

m At least 2 years’ work experience, 

_ preferably in an international environment 
a A good command of English 


Whilst the programme is geared to 
benefitting corporate activities, we would 
be pleased to hear, not only from | 
appropriate company officers, but also 


interest in the Japanese market. If you. 
would like to know more and/or receive an 
information pack, please contact: 

.. Ms, Andrée McNamara, KPMG Peat 
Marwick Selection & Search, 70 Fleet Street, 
London EC4Y 1EU, United Kingdom. 

Tel: 01-236 8000 (from May 071-236 8000). 









Rude interruption 


tions to cover costs, and the offending 


photos to be isolated. In addition, the centre 


tried, but failed, to get a judge to rule on the 
| obscenity question. A 1973 Supreme Court 
case holds that for a work to be obscene it 
must, when taken as a whole, be without 
aesthetic value. 

The county prosecutor swung into ac 
tion. Nine grand jurors were among the first 
paying visitors when the show opened on 
April 7th. Within hours they had rendered.a 
verdict. The centre and its director, Mr 
Dennis Barrie, were charged with pander- 
ing, obscenity and using minors in pornog- 
raphy. Mr Barrie will plead not guilty when 
arraigned on April 16th. | 

To collect evidence, local subo. at- 

ved at the gallery on opening day with. a 
search warrant. Policmen formed a wedge 
and, amid cries of “Fascists” and "Ge 
stapo', pushed through the crowds waiting 
to get into the gallery. Visitors had to leave 
while the exhibits were videotaped. But the 
next day a federal district judge issued a tem- 
porary restraining order which prevents lo- 
cal officials from interfering with the exhi- 
bition. For the moment, the show can 
remain open. In its first three days the cen- 
tre, which seldom has more than 110 visi- 
tors a day, had seen more than 12,000 peo- 
ple pass through. | 

The case could contuli, end up in the 
Supreme Court. Nobody can tell what 
would happen to it there. The conservative 
justices, who are in the majority, generally 
favour more leeway for the states (to set 
their own obscenity standards, for instance). 


But there is a strong libertarian streak in 


conservative thought that might well come 
down for freedom of expression. 









-Natchez tales 


NATCHEZ, MISSISSIPPI 


éé HAN that Aprille with his 


March has perced to the rote"—so 
| Chaucer reminds his readers that April 
is the month to begin a pilgrimage. To- 
| day's American pilgrims make not for 
_ Canterbury but for the country’s great 
. houses and gardens, especially the ante- 
bellum houses in the South. 

. It started in 1931 with a small spring 
| pilgrimage organised by home-owners in 


d Natchez, on the banks of the Mississippi. 


| | Not only did they have the country’s fin- 

^ est and largest group of cotton-planters' 
. mansions; they were also finding them 
ruinous to run. 

Today the Natchez spring pilgrimage 
attracts more than 100,000 visitors and 
raises $1.5m towards running costs. 
Helped by the pilgrimage, tourism has 
become a mainstay of the Mississippi 
economy. Other cities like Vicksburg 
and Columbus have eagerly joined in: 
Mississippi now claims the title of the pil- 
grimage state. 

Outside Mississippi the biggest attrac- 
tions are Savannah, in Georgia, and 
Charleston, in South Carolina. Both 
have spring house and garden festivals 
when their finest private houses are 
open. Savannah's dates from the 1930s, 
shortly after its centre had been turned 
into the country's biggest historic area to 
save it from developers. Charleston's be- 
gan in 1947: this year it expects to raise 
$250,000 from 10,000 visitors, some 
| coming for reassurance that the great 
houses weathered last September's hurri- 
cane (they did; it was the modern build- 
ings that crumpled). 

Smaller cities with successful house 
pilgrimages include New Bern and Bath, 





á Two southern belles 


shoures sote the droghte of 


tects, interior designers and landscape- 












in North Carolina; and Mobile ai 
Eufaula, in Alabama. These lie near 
middle of a pecking order of taste sno 
bery. They look down on Virginia’s Wil- 
liamsburg where most of the colonial 
buildings are reconstructions, not the 
real thing. ; 
New England in turn sees the ant 
bellum South as an upstart. The lovely 
eighteenth-century town houses in Pro 
idence, in Rhode Island, are as fine as i 
any comparable British city. Providenc 
organises candle-lit visits complete wit 
dinner at Brown University every Jur 
And everyone can join in looking dow 
on Newport, in Rhode Island, a 
Biltmore, in North Carolina, whic 
boast the country’s most extravagantly 
Victorian gothic mansions. | 
The tourism is not just fun. Archi: 














































































gardeners go to learn tricks of the trade. 
The money that is raised often goes in. | 
education as well as to defray the houses" | 
running costs. In one city an architect: | 
made use of the market generated by the 
local pilgrimage to support a course in 
house restoration. : 
There is a nice irony in the success of S 
the Deep South in capitalising on its rich || 
architectural heritage. For most of itsur«. | 
vived intact only thanks to poverty. — 
Charlestonians were said to be too poor. 
to paint and too proud to whitewash. — 
Tour guides always bemoan the South's 
disaster in 1865 when it lost what it pre- 
fers to call the war between the states. 
But had it won, economic development 
might easily have sent the magnificent. 
mansions the. way of their northern 
equivalents—and glorious Natchez 


might today look like Cleveland. 

























































ununu 1, Reilly 0 


A. SELECT group of ministers and offi- 
“Ac cials, mainly from environment minis- 
in developed countries, has spent much 
the past year flying from one conference 
another, discussing what to do about the 
ossibility of global warming. After Easter 
yey pack their bags again, with a worse 
ce than usual, and fly to Washington for 
three-day meeting on climate change. 

+ Why the irritation? Because some of the 
participants see the meeting as a delaying 
tactic by the White House, intended to get 
in the way of the orderly procession of meet- 
ings under the Intergovernmental Panel on 
limate Change (iPCC), which has been set 
to look at the same set of issues. The 
eeting was announced only in February, 
end its scope has changed twice since then. 

The guest list covers 18 countries from 
orway to Zaire, and the European Com- 
munity. Neither the United Nations Envi- 
nment Programme nor the World Meteo- 
rological Organisation, the two bodies 
sieering the IPCC, has been invited. Coun- 
tries are being asked to field "ministerial- 

level officials" (creatures not in diplomatic 
ssaries) to represent the economy, sci- 
:e and the environment. 

One aim of the exercise appears to be to 
eem President Bush’s election pledge to 
d a significant conference on the envi- 
mment. The president will open and close 
( eedings. Another is to underline the 
ain science of global warming. A third 
to bring home to finance ministries the 
ests that change may entail. That last aim 
may backfire. The short notice means that 
most governments are sending environment 
ánisters, but more junior finance officials. 
The main organisers have been Mr John 
ununu, the president’s chief of staff, and 





Mr Bill Reilly, head of the Environ- 
tal Protection Agency, will feature 
(rely as a lunchtime speaker. = 2 
For the countries of northern Europe, 
he meeting is a special embarrassment. 
ey are in the throes of work on a long- 
heduled ministerial conference to be held 


Richard Darman, the budget director. | 

h are keen to avoid pressure to adopt tar- 
ts for cutting carbon-dioxide emissions, or 
on fossil fuels. The man they love to 


~~ at Bergen, in Norway, in mid-May, as part of 


the follow-up to: the Brundtland report. 
They hope the Bergen meeting will produce 
a tough agreement on a number of green is- 
sues, including the use of economic mea- 
sures to achieve environmental goals by the 
34 countries invited. The Americans are 
coming with some reluctance, having 
clashed with the Norwegians and West Ger- 
mans over their early plans for the wording 
of the communiqué. At the same time the 
Americans are scheming to keep the envi- 
ronment off the agenda of the Houston eco- 
nomic summit in July. 

The Norwegians and Germans, for their 
part, fear that attending the Washington 
meeting will seem to endorse a lukewarm ap- 
proach to global warming. The British, who 
share some of the White House’s caution, 
hope to play the role of honest broker, stop- 
ping the enthusiasts in northern Europe 
from isolating the Americans. 





Detroit 


Emperor Young 


DETROIT 


LECTED last November to his fifth 

four-year term as Detroit’s mayor, Mr 
Coleman Young has probably overstayed 
his welcome. His early years were vigorous. 
As the city’s first black mayor, he trans- 
formed a corrupt nearly all-white police 
force by hiring or promoting black officers 
whom the city’s residents—two-thirds black 
after the white flight to the suburbs—could 
trust. In the early 1980s he saved the city 
from bankruptcy in a fine show of leader- 
ship. But now, with the city again in danger 





Young brought down to earth 








of being pulled into receive ship (and police 
honesty again in question), he has adopted 
imperial trappings. 

The basic reasons for Detroit $ troubles 
are not his fault. Over the past 30 years peo- 
ple with money migrated to the suburbs, 
and businesses, large and small, followed, 
leaving behind a sad shadow of a city. The 
city's tax-base shrivelled and the weakness 
and decentralisation of the American car in- 
dustry ended the reign of “Motor City”. 

Now, with Detroit facing a hefty budget 
deficit, its difficulties have been exacerbated 
by a judge’ s recent ruling that it can no 
longer collect a special 5% utility-use tax. 
Legislative authori 








ty for the levy—designed 
solely for Detroit—expired several years 
ago; the ‘city relied on non-binding legal 
opinions to continue collecting it. This 
blunder by Mr Young and his men may cost 
$100m or more, which the city cannot af- 
ford. Bankruptcy could follow unless ana 
peals court or the state legislature—whe 
hostile Republicans are playing predictable 
games—reverses the judge's decision. 

The city council's attempts to solve the 
budget deficit have been hampered by the 
mayor's refusal to allow his department 
heads to testify to: the council. His own ap- 
proach to economic development has been 
to push for big items--new car plants, ca- 
sino gambling (rejected twice at the polls), 
tripling the size of the city airport. 

His administration now faces a widen- 
ing corruption scandal. Federal authorities 
are probing in particular the misuse of a se- 
cret police fund for undercover drug pur- 
chases. An informant was Mr Kenneth Wei- 
ner, a former deputy police chief and a long- 
time associate of the mayor; Mr Weiner has 
since been indicted on several fraud counts 
apparently unrelated to the main investiga- 
tion. Mr Young's own role, if any, in the po- 
lice-fund affair is unclear. But at best there 
has been sloppy supervision. He charge 
that the federal government is engaged in a 
vendetta against him; his supporters call his 
critics racist. The government has behaved 
clumsily in this investigation and racism re- 
mains an ugly fact in the area. But some of 
Mr Young's toughest critics are black. 

Despite its dilapidation, Detroit is not 
beyond salvage. A lot of good people live 
there. And the long-supine city council has 
discovered its spine and begun challenging 
the mayor. Mr Young himself is ralking de- 
tente with the surrounding suburbs, press- 
ing for a mass-transit system to take the un- 
employed in the city to the jobs in the 
suburbs. Some (though not all) metropoli- 
tan planners, waking up to the malignancy 
of suburban sprawl, are beginning to urge 
redevelopment in areas where some sort of 
infrastructure already exists. And the region 
which, to dissociate itself from the city, liked 
to be called “Southeast Michigan” has been 
renamed “Greater Detroit.” 
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. Television > school : 
No thanks 


RALEIGH, NORTH CAROLINA, — 


MERICAN ‘teenagers do not know 
enough about geography. They do not 
know enough about current events, not to 
mention history. And. yet, according to the 
Nielsen Reports, the average child watches 








more than 14,000 hours of television be- 
tween the ages ‘of two and 17. Is television a ac 


curse, or could it be a cure? 

Mr Christopher Whittle, an energetic 
entrepreneur from Knoxville, Tennessee, 
who publishes books and magazines, be- 


lieves that a televised news programme 


beamed directly into the classroom ‘can - 
make students more aware of the world in - 


which they live—and also make him some 


-= oney. His company, Whittle Communica- - 
... ons, has begun supplying a 12-minute daily ~ 
bie to about 325,000 students in 400 | 


schools, with plans to expand the broadcast 
to 3, 100 schools in 37 stares. — 

The programme, known as Channel 
One, is designed to appeal to teenagers. Its 


nearly always interviewed for their perspec- 


tive on a story. The programme carries re- 


ports from journalists around the world and 





What gall 


LOS ANGELES 


RANULATED gall bladder of Bear i is 


worth a bit more than its weight in 


gold on the folk-pharmaceuticals market 


in Los Angeles’s Koreatown. As the the- 


ory advanced by Korean herbalists goes; a 
bear can eat anything but never get ill.— 


for which it can thank its gall bladder, the 


organ that detoxifies substances ingested 
by the body. So bear gall, mixed with wa- 
ter, is touted in Korean communities as a 
powerful all-purpose health tonic. 


By the mid-1980s home and export de- | 


mand was so strong that gall . 
poaching was threatening some . 
bear populations. In California, 
poachers were taking perhaps 
two or three times as many 
bears as licensed hunters. The 
legal annual harvest in Califor- 
nia until the mid-1980s was up 
to 1,000 of the state's 15,000 or 
so black bears. Biologists could 
tell that many more than that 
were disappearing each year be- | 
cause the median age of the bear .- 
population was dropping. g 
California’s largest sting 
aimed specifically at gall traffick- 
ers—called Operation Ursus, af- 


















usually introduces its stories with a map. 
To some teachers, particularly in poorer 
districts with sluggish student achievement, 


Channel One has proved irresistible. A - 
school pays nothing to receive it. Indeed, 
© Whittle provides about $50,000-worth of . 


“electronic gear: a satellite dish, video re- 


corder and television sets. In return, a 


school promises to show the programme _ 
and keep records of the numbers watching. 


Exploitation of a captive audience, say 


| -the critics. The ten minutes of news are ac- 
news readers are young, and teenagers are © 


ipanied by two minutes of paid advertis- 
g. Largely because of this, Channel One 











ter the Latin name for bears—ended in 
1988 with the arrest of 52 people, includ- 
ing 23 Asian herbalists in Los Angeles. 


None served time in jail, but many paid © 

the maximum fine of $5,000, under astat- 
ute that makes the sale of any part of a 
bear a crime. 


— The crackdown seems to have oret 
Mr Terry Mansfield, a. bear-population 
expert with the California Department of - 
Fish and Game, says there are now up to 


. 18,000 bears in the state. And the average 








Bear with legitimate hunter 





+: private school students for the adverti 
= of commercial products and these. 


~~ could be exploited for [Whittle's] profi 


has been banned in New York and Califor- - 
“nia. Now North Carolina's Board of Edu ca 





| Californian bear is older these days—a. 


topped 1,300 during the last season. 


- dence of continuing demand for bear gall - 


bear parts. But he seemed as intereste l 
: peat p Saas as gall bladders. : 
































tion is ; also trying t to stop its schoo 
contracting for the programme. 

So far 32 North Carolina sc 
tricts have agreed to show Channel € 
their students, but the state has : 
court to stop them and to void th 
tracts with Whittle. The compulsory se 
attendance laws, says the suit, “create 
tive audience of millions of public 


In North Carolina, nearly $7 o 
$10 spent on public education comes 
the state's tax revenues. Basic standar: 
set by the state. But the legislature re 
passed a law lightening the hand of the 
by allowing local school officials to d 
from state standards if they agree to tig! 
accountability for the performance of 
students. The aim is to encourage init 
and i innovation in the classroom. 

The edict banning Channel One gox 
exactly the opposite direction, says Mr 

 Causby, executive director of the Ni 
Carolina School Boards Association. | 
Whittle, and the teachers who support him 
argue that Channel One can be as useful an 
educational tool as National Geographic 
which carries advertising and yet is widely 
NE in schools. Maybe. 


population profile that indicates poachers _ 
are now taking only about a quarter as | 
many bears as are hunters, whose haul | 


But the traffickers have not been put : 
entirely out of business. The latest evi- 


came in early March. Fish and Game - 
agents, in the finale of ten-month Opera 
tion Rufus, sprang a trap on poachers of 
Felix rufus, the bobcat. In the proce 
they bagged a Korean man from Los A 
geles e had been asking around f 


Some of the paws may Basi 
been destined for Korean re 
taurants, where bear-paw soi 
| isanoff-menu item available f 

special customers. More prol 
bly, he intended to use the be 
paws to convince customers 
that his gall bladders were gen 
inely from bears—and not from 
cows and pigs at slaughter- 
houses. Fish and Game wardens 
say that more than 9096 of the 
"bear gall" offered by Asian 
herbalists these days actually 
comes from common livestock. 
And one paw can be used agait 
and again to anne ga 





































ERSONAL diplomacy is Mr George Bush's secret weapon: 
man-to-man chats, cosy telephone gossips, games of horse 
shoes at Camp David. Sometimes it works. Wonderful trade 
concessions were won from the lapanese after Mr Toshiki Kaifu 
and Mr Bush had their little talk. Sometimes it doesn't. Mr Bush 


acquaintanceship with China's leaders afforded him some singu- 
lar opportunity to change their attitudes after the events in 
Tiananmen Square. This was vanity, and Chinese intransigence 
swiftly revealed it as such. 

.. Now the challenge will be the May summit with Mr Mikhail 
Gorbachev. Common or garden arms-control negotiations have 
not been going very well. If Mr Bush thought the Russians were 
in a mood to make concessions, he was quickly disabused on 
ril 5th, when Mr James Baker, the secretary of state, sat down 
ith Mr Edward Shevardnadze, the Soviet foreign minister. The 
Russians seemed to have backed away from commitments the 
Americans thought they had made on the method of bringing 
air- and sea-launched cruise missiles into the ambit of a strategic 
veapons treaty. Little 
progress was made on con- 








George Bush, the mild American 


of Mr Gorbachev. But (ask the Lithuanians) Mr Gorbachev is no 


came a cropper when he allowed himself to believe that his —— democrat. Besides, he may be losing his god-like qualities as his 





Other leaders (Mrs Thatcher, for instance, but Britain mat- 


ters less to America now) patently cannot. What worries some - 
people in Washington is that Mr Bush has tied his strategy— - 


based on an alliance of democracies—to the continued success 


country's factions—civilian and military, Russian and other— 


begin to discover their strength and to diminish his. Where 
would America be, the doubters wonder, if Mr Bush asked Mr 
Gorbachev to a barbecue, and nobody camel 


Luck or skill? 


Mr Bush continues to divide Vahingon. On the one ETE are 
those who think he is a peevish time-server, whose head has 


never hatboured an original thought, who now finds himself for. 


no very good reason in the White House. There he eats junk 
food, bans broccoli and listens to country music. He is, they say, 


reactive and hypocritical. His presidential campaign dirtied poli- 


tics even as he had the gall to ask America to be kinder and 
gentler; where once he told 
'conservatives how little he 









ventional forces reduction in VEG Bea SES ~ ~ S- trusted President Gorba- 
Europe. Mr Shevardnadze GONG TO GN UP TOBE A chev, he now gives him a free 
: A WIMP, SIR. 

continued to insist that hand. 

ATO membership of a uni- This view is by no means 
-fied Germany was unaccept- confined to the Democratic 
able to Russia. party; some Reagan conser- 

~The conspiracy theory is  vatives, as bitchy as a 
that this all has to do with spurned lover about the ad- 
| the "theatrical  intransi- ministration, continue to 
-gence in the talks of Marshal | sees purvey it. On the other 
| Sergei Akhromeyev, “repre- | opc: hand, Bush-boosters say the 
-ssenting" the Soviet armed ir- president is a nice guy. who 
“forces of which he was once xac has a wealth of experience. 





























= chief of staff. The Americans 
— were left feeling unclear 
| "whether Mr Shevardnadze—and by extension President Gorba- 
chev—were masters in their own house. A more reasonable ex- 
lanation is that the Russians have given away more than they 
ant to a lready, : and see no reason to give up what leverage they 
ave over strategic arms control when so many other negotia- 
tions are under way or about to begin. The Americans know that 
divining, let alone changing, Russia’s attitude to the security of a 
ied Germany will be a long and hard task. But, knowing Mr 
ush, this has probably only redoubled his determination to do 
ith personal Hiplomary what his negotiators could. not. 


Barbecue diplomacy | 


By the middle of April, Mr Bush will within a "— have met 
Japan’ s prime minister in Palm Springs, Britain's prime minister 













president thinks that open-necked shirts and a barbecue are the 
essential prerequisites of successful dipl macy. | | 
. In itself, barbecue diplomacy is not dangerous. There is a 
danger, however, that Mr Bush will allow his friendships with 






‘same attributes as an American president. / 


er this president it seems to be rediscovering one, largely be- 
use things are going America’s way. The president is once 
again a temporary god, able to speak for all of a country's fac- 
‘tions, at least when speaking toa a foreigner. 








in Bermuda, and France's president in Key Largo. It is as if the 


them to convince him that other countries' leaders have the _ 
America has not had 
a bipartisan approach to foreign affairs since Vietnam, but un- 





- He has a set of foreign-policy 

goals and through old-fash- 
ioned is is steadily, quietly, achieving them. The fact 
that a president is thought to be a visionary, they might add, 
does not mean he will always act as one—consider Franklin Roo- 
sevelt's spineless European policy from 1932 to 1940. It is possi- 
ble to like junk food and be a Good Person. 


Under President Reagan, America resisted the notion that it. 


was becoming less of a superpower and more of a first among 


equals. Under President Bush it seems to find the prospect less 


alarming, at least at the official level. This is partly because its 
main rival for superpower status has seen a more precipitous de- 
cline to a sort of last among equals, so so a lesser diminution comes 


less painfully to America. But it also seems to reflect the person- 
ality of Mr Bush, the man without a vision at a time when visions - 
shion. In the past year American foreign policy 


are going out of 
has been both skilful and modest i in its ambitions. By good luck 


or good management! 


The best case for those who say that Mr Bush knows what he 
is doing is made in the National Security Strategy, released by 
e House, to virtually no media coverage, last month. A 
well written document, it commits America to a specific role in a 
post-cold-war: world. “As the world’s most powerful democ- 
racy, the Strategy says,. "we are inescapably the leader, the con- 
necting link, in a global alliance of democracies.” The paper does 








not use the phrase primus inter pares, but that is its tenor—and 


itis one that is consistent with the dealings that Mr Bush has had 
with the leaders of Japan, Western Europe and the Soviet Union. 
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FOOD 





Doux (France) 
has acquired 
Porta-Pygasa (Spain) 


Harry's (France) 
has been acquired 
by Tirlemontoise (Belgium) 
Unichips (italy) 
has acquired 
Biscuits Gardeil (France) 


EQUIPMENT / ENGINEERING 


Delmar Group (UK) 
hasbeen acquired —— 
by Bromsgrove Industries (UK) 
The shareholders 
in Brinks Emece (UK/ Spain) 
have sold the company 
to Prosegur (Spain) 


Melitta (Germany) 
has acquired 
Reneka Industries (France) 








Orkem (France) 
has acquired 


Coates Brothers (UK) 


Sanofi (France) 
has acquired 
Parfums Stern (USA) 


Petrofina (Belgium) 
has acquired 
IPA (France) 











CHEMICALS / PHARMACEUTICALS 











In 1989, Paribas managed 91 mergers and 
acquisitions in the most important sectors o 
the economy. Here is a selection of them. 





Sema Group (UK) 
has acquired 
ADV / Orga (Germany) 





Metrologie (France) 
has acquired 
Celdis (Italy) 


Optilas (France) 
has acquired 
Elicam (Italy) 









PAPER / PACKAGING 


Nord-Est (France) 
has acquired 
Cartolabor (Spain) 


Novembal (France) 
has acquired 
Chacon (Spain) 


Novembal (France) 
has acquired 
Embalaplas (Spain) 


CONSTRUCTION / CEMENT 


Ciments Frangais (France) 
acquired a shareholding in 
Financiera y Minera (Spain) 






Fidel Azcabide (Spain) 
exchanged shareholdings with 
Calcitherm (Netherlands) 


Weber & Broutin (France) 
acquired 
Modenfix (Italy) 











ELECTRONICS / COMPUTER SERVICES 

















ADVERTISING / SERVICE INDUSTRY | 





Havas (France) — 
has merged its Avenir media — 
interests with those of MAI (UK) 


I Grandi Viaggi (Italy) —— 
has been acquired through 
a LBO 


 Fusiman (France / Belgium) 
has been acquired 
by SITA (France) 


















FINANCIAL SERVICES 
















Compagnie Bancaire 
has - through UFB - 
acquired 
Humberclyde Investments (UK) 
UCI (France / Spain) 
has acquired 
Fideauto (Spain) 
UFB (France) 
has acquired 
Cefinsa (Spain) 


FASHION / TEXTILES 


Bassetti (Italy) 
acquired 


Jalla (France) 






Americanino (Italy) 
acquired 
Papas (Italy) 






Sanitary Underwear (Belgium) 
was acquired by 
Ten Cate (Netherlands) 
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Westin Hotels in Asia: 

Hone Keng: Kowloon Shangri-La + Manda: The Westin Philippine Plaza » 
Singapore: The Westin Stamford & The Westin Plaza » 

Seat: The Westin Chosun » Pusan: The Westin Chosun Beach « 

Other Westin Hotels in the USA, Canada and Mexico 

Forteseevations, call the Westin Hotel in vour city or vour travel consultam 


Going East. 
Staying Westin. 


‘The warmth and classic style of 
The Kowloon Shangri-La, Hong Kong. 








Swissair Customer Portrait 69, photographed by Nikolaus Schmid-Burgk. 
= Li - 


Elisabeth Princess of Sachsen-Weimar and Eisenach, managing directrice of an eminent jewelry company, Munich. Many of 


the dazzling creations on display in her store come from New York - exclusively in Swissair's custody. When she personally 


travels back and forth between the Old and the New World, she chooses Swissair because it's a gem of an airline. 











Algeria steps into the unknown 


FROM OUR SPECIAL CORRESPONDENT IN ALGIERS 


OR Mr Abdelhamid Ladidi, a 52-year- 

old building worker, Ramadan has been 

a disappointment this year. Like many other 

Algerians, he cannot give his wife and nine 

children the luxuries they expect during the 

holy month. Before the holiday, shopkeep- 

rs raised food prices by 3096 or more. Mr 

WPLadidi earns 2,500 dinars a month, which is 

worth $316 at the official exchange rate but 

` rather less than $100 on the street. Meat at 
160 dinars a kilo is out of reach. 

- Algeria imports two-thirds of its bod. 





and the government strives to make sure. 
that Ramadan is a time of plenty. This year, 


therefore, it imported 9,000 tonnes of meat 
to sell through its state shops, the souk el 
fellah, at 85 dinars ($11) a kilo or less. Most 
of the meat, characteristically, ended up on 
the black market: at the souk el fellah fights 
broke out among the customers the govern- 
ment had intended to please. - 

For this and other failings Mr Ladidi 


blames the Front de Libération National 
(FLN), the party that has ruled Algeria. since. 


independence. Mr Ladidi's children go to 


school, but do not Wn to find jobs. Infla- 
tion has cut the value of his wages. He lives 
in a one-room apartment which his older 


children will continue to share after they 
marry. He despises the new class of "traben- 





distes”, the wheeler-dealers who thrive on 
the freeing up of the economy and can sup- 
ply any scarce commodity—at a price. 


Two of Mr Ladidi's sons were among 


the thousands of young men who ran riot 
through the streets of Algiers in October 
1988. The government of President Chadli 


Benjedid responded ferociously: troops shot 


hundreds of the demonstrators dead. Since 


then, however, Mr Chadli has built on PE 


sense of shock to introduce 
what is now the boldest demo- 
cratic experiment in the Arab 
world. 

A new constitution has 
broken the FLN’s monopoly on 
power. Over the past nine 
months more than 20 new par- 
ties of every political complex- 
ion have been established. Un- 
der a new press law all are free 
to publish their own newspa- 
pers and set up radio and tele- 
vision stations. On June 12th 
they will test their strength 
against the FLN for the first 
time in local elections. Arabs 
all over the Maghreb are hold- 
ing their breath. 

Support for the FLN has 


Populaticn by age 
group, 1990 (* of total) 


ebbed away faster than anyone expe 
Many Algerians consider the modern: 
a corrupt relic of the proud revolutio 
who evicted the French in 1962 
showed surprise when a former prime n 
ter, Mr Abdelhamid Brahimi, said rec: 
that party officials had pocketed $26 bi 
in bribes and commissions on foreign 
tracts. The present prime ministe 
Mouloud Hamrouche,. called. the i 
“grossly exaggerated” but did not den 


gist. 



































Adding to the demoralisation i is 
inside the party between a reformist 
aligned with Mr Chadli and an old guard 
hardline socialists opposed to reform. 
the FLN’s defeat is not certain. Millions 
Algerians get jobs and favours through 
patronage, and the party will be in 
of the polling stations. Prominent A 
have been persuaded to stand on its ti 
Algeria’s footballing hero, Mr Lakhda 
Belloumi, is the party candidate in Oran : 
The newly legal secular opposition pa 
ties say they have not had enough time t 
prepare. Two of the biggest of them inten 
to boycott the election; these are the Mov 
ment for Democratic Algeria, led by form 
President Ahmed Ben Bella, who remains 
self-imposed exile, and the Socialist Force 
Front of Mr Hoceine Ait Ahmed, one oft 
founding fathers of the FLN. In their: 
sence, much of the protest vote will be swept 
up by the Islamic Salvation Front, which ha 
quickly emerged. as the government's maii 
challenger. 5 
The Salvation Front enjoys the usual ac 
vantages of Islamic parties in the / 
world. It appeals to the jobless young, ii 
untainted by association with previous ge 
ernments, and it has in the mosques a 
made network for spreading the word. B 
















































Merchandise exports 






Debt service as % 




















































FROM OUR SPECIAL CORRESPONDE NT IN RABAT 


ING HASSAN' S new palace at 
, Agadir was inaugurated on March 
dd It is decorated with carved cedar- 
‘wood, gold leaf, marble and mosaic. One 
room contains an 11-ton Venetian crys- 
tal chandelier. Within the palace 
grounds lie three golf courses (one has 
only nine holes): the king is an enthusias- 
tic golfer. The royal pile reputedly cost 
360m. It is his tenth palace. 
“The government”, said the king in 
is first speech from the Agadir palace, 
must reduce all expenditure." He 
warned fellow Moroccans of hard times 
head. The country has widening trade 
and budget deficits. Besides, it needs to 
ay for the king’s Lith palace, in the Sa- 
charan oasis of Tafilalt, the ancestral 
‘home of his Alawite dynasty. His 12th 
palace is planned for Nador on the Medi- 
terranean coast. Agadir apart, he has 
¿palaces in Rabat (three), Meknes, Fez, 
Marrakesh, Casablanca, Tangiers and 
Ifrane. — 
= Why so many? Officials say the king 
rules Morocco “from the saddle”. King 


Írghtens many people, especially the many 
_westernised Algerians and the large number 
of women who do not accept the front's 
- view of their sex's place in the world. The 
frent’s bully boys disrupt other parties’ 
meetings, and sometimes rough up women 
who fail to wear the veil. 
= Mr Chadli may calculate that fear of the 
Islamic alternative will bring a lot of disgrun- 
led voters back into the ruling party's fold. 
[he Islamic Salvation Front thinks so too, 
ind is therefore working hard to make itself 
more attractive to doubting Algerians. Its 
der, Sheikh Abassi Madani, promises not 
to introduce Islamic sharia law overnight 
ithough he says he would encourage work- 
¥ women to return to the home), and 
ashes aside allegations that the party is 
emocratic. It is expected to win at least 
% of the vote, and to create an Islamic- 
een belt across the capital's poorer quar- 
ts of Kouba and Bab el Oued, as well as in 
any parts of the countryside. 
_A sweeping victory for the Islamists will 
eve Algerian politics into previously un- 
harted territory. The army has promised to 
ep in if the country is threatened by anar- 
.In an apparent warning to the Salva- 
Front against setting up an Islamic re- 


will intervene if any party uses success at 
e polls as the basis for trying to establish a 
etatorship afterwards. 

- The June elections are for local govern- 
nent only. A Parliamentary election need 


44 


A passion for palaces 


iblic on the Iranian model, it has also said- 





| 
Hassan, a monarch of a type extinct in 
Europe, wants to be seen, ruling, in every | 
part of his kingdom. The royalentourage | 
is several hundred strong. Palaces are 
needed to accommodate them all. 

Few Moroccans seem to mind. Many 
say they are happy to indulge a man who 
is not just a king but also "Commander 
of the Faithful". Only the Islamic funda- 
mentalists have objected outright. Some 
years ago Sheikh Abdesalam Yassine, 
leader of the outlawed Al Adl wa Hih- 
sane ("Justice and Welfare") party, at- 
tacked the king's extravagance in a 104- 
page open letter. Sheikh Yassine is under 
house arrest in the town of Salé. In Janu- 
ary his party was dissolved. Last month 
21 of his supporters were jailed. 

In Casablanca the huge Hassan ll 
mosque is nearing completion, at a cost 
of over $400m. Its marbled nave has 
room for 20,000 worshippers. ' "They say 
it is the biggest. mosque in the world, 
Sheikh Yassine said recently. "That is | 
good. We hope one day to be allowed to | 
pray there." | 

af 


not be held until March 1992. This gives Mr 
Chadli some room for manoeuvre. If the FLN 
after all does weil in June, he can call a snap 
election for parliament. But if June produces 
an Islamic triumph he still has two years in 
which to turn the economy around. Besides, 
even in 1992, his own job will not be on the 
line. Indeed, there is nothing in principle to 
stop him presiding over an Islamic govern- 
ment. Letting the Mr Ladidis of this world 
throw out the man at the top is not yet part 
of the Maghreb’s democratic experiment. 





Hostages 


Spring sale 


R SABRI AL-BANNA, a Palestinian, 

is better known to the world by his 

nom de guerre, Abu Nidal, and by the 
bloody deeds of his eponymous gang of ter- 
rorists. He is not a popular man. The Pales- 
tine Liberation Organisation has sentenced 
him to death for trying to kill Mr Yasser 
Arafat, whom Abu Nidal considers too soft 
on Israel. But one Arab leader, Libya’s Colo- 
nel Moammar Qaddafi, has always been a 


loyal chum. It is exactly the sort of friend- 


ship, you would think, that gives Colonel 
Qaddafi his bad name. 

You would be wrong. This friendship, 
far from being a liability, has lately become 
Libya’s valuable diplomatic asset. In Novem- 








. ber "S je ve | 
in die Mediterranean and seized its eight 


French and Belgian passengers, whom they 
accused of spying for Israel. In December 
1988, thanks to the colonel’s good offices, 
two of the alleged spies were set free in 
Libya. Another two, plus a baby daughter 
born in captivity, were released in Beirut on 
April 10th, six days after Colonel Qaddafi 
had publicly appealed for their release. 
France praised the colonel’s “noble and hu- 
manitarian" gesture. 

Why was the noble and humanitarian 
gesture two years late? Perhaps because Col- 
onel Qaddafi wanted the right price before 
freeing the people his protégé had kid- 
napped. France recently let Libya take deliv- 
ety of three Mirage aircraft the French had- 
withheld as part of an arms embargo the Eu- 
ropean Community imposed on Liby ya for 
supporting terrorism. The colonel's gesture, 
gushed the French foreign minister, woulc 
be given “due consideration in future rela 
tions between France and Libya". 

The French are shameless practitioners 
of Realpolitik. What about the remaining 
Belgian hostages? Their freedom may also be 
imminent. Mr Hollanis van Loocke, of the 
Belgian foreign ministry, met Abu. Nidal’s 
representative in Beirut on April 9th. After- 
wards he admitted that he had discussed ex- 
changing the five Belgian hostages for a Pal- 
estinian who was jailed for life for attacking 
an Antwerp synagogue with a hand grenade. 
Belgium, he said, was working “with under- 
standing and in co-ordination with our 
French colleagues.” Weill, that must be all 
right, then. 












Two who came out | 
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Canada 


Meech Lake runs dry 


FROM OUR CANADA CORRESPONDENT 


OR a prime minister with a reputation 

for boldness, Mr Brian Mulroney seems 
strangely paralysed by Canada's constitu- 
tional crisis. After rumbling for months, an 
esoteric quarrel over the Meech Lake 
amendments to the country's 1982 constitu- 
tion now looks capable of shaking Quebec 
out of the federation. Some Canadians be- 
lieve that Mr Mulroney is merely waiting for 
the right moment to make some decisive 
move. But time is short. The Meech Lake 
accord lapses on June 23rd unless all ten 
provinces ratify it. The chances of them do- 
ing so are now negligible. 

Mr Mulroney hammered out the Meech 
' ake accord on a summer's night in 1987. It 

ooked then as if it might come into force 
within a matter of weeks. Quebec's premier, 
Mr Robert Bourassa, hastened to ratify it, at 
last bringing his province into the orbit of 
the constitution that had been boycotted by 
Mr René Levesque, his separatist predeces- 
sor. The fact that the premiers of New 
Brunswick and Manitoba lost elections be- 
fore they could ratify the pact looked like a 
minor accident: their successors could surely 
be persuaded to sign up 

Throughout 1989, creer Mr Frank 
McKenna of New Brunswick and Mr Gary 
Filmon of Manitoba pointed to shortcom- 
ings. They want to be sure that Canada's 
1982 Charter of Rights takes precedence 
over anything written at Meech Lake. And 
they have been joined by Mr Clyde Wells, 
the new premier of Newfoundland and a 
constitutional lawyer. He wants the clause 
that calls Quebec “‘a distinct society" to be 
tucked away in Meech Lake's preamble. 
This vague phrase, he says, together with 
the notion that Quebec should "preserve 
and promote the distinct identity" of the 
province, threatens the English-speaking 
and immigrant minorities who live in it. 

Mr Mulroney has tried to talk over the 
three dissenters one at a time, starting with 
Mr McKenna and leaving the combative Mr 
Wells to the last. But he has not apparently 
pressed his fellow-Quebecker, Mr Bourassa, 
for concessions. If anything, Quebec has 
made it harder for the remaining provinces 
to ratify the accord. Last year a controversial 
law requiring French-only for Quebec’s 
shop signs stirred resentment throughout 
English-speaking Canada. 

Mulroney's reasoning is that Meech 
Lake has acquired such symbolic impor- 
tance for Quebeckers, as the test of their ac- 
ceptance by the rest of Canada, that it must 
be ratified unchanged. He thinks the con- 
stitutional worries of western Canadians— 
such as reform of the unelected Senate—can 


be tackled later. This strategy has plainly 
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backfired. Dozens of smaller municipalities 
have declared themselves unilingually Eng- 
lish, while talk of separation has grown 
louder in Quebec. Canada, said Mr Claude 
Castonguay, a prominent businessman and 
former member of Quebec’s cabinet, is 
"sleep-walking to disaster”. 

It may not be that bad. At the end of 
March Mr McKenna proposed a compro- 
mise: New Brunswick would ratify Meech 
Lake untouched if the other provinces rati- 
fied a companion document that would pro- 
tect the rights of native people and women, 
give the federal government sole power to 
create new provinces, and require it to "pro- 
mote" bilingualism, not just "preserve" it. 
Mr Mulroney does not promise to support 
the McKenna resolution, but has intro- 





Mulroney counts his allies 


duced it in the federal parliament; a commit- 
tee of the House of Commons started hear- 
ings on the idea this week. 

At the same time, attitudes have hard- 
ened elsewhere. Mr Bourassa's Liberals and 
the opposition Parti Québecois refuse even 
to discuss Mr McKenna's companion docu- 
ment until Meech Lake is ratified. New- 
foundland has meanwhile rescinded its ap- 
proval of Meech Lake (though it has left 
itself scope to change its mind yet again if 
Manitoba and New Brunswick sign up be- 
fore the June 23rd deadline). 

The McKenna formula could still form 
the basis of a last-minute deal. But the stock 
of Mr Mulroney's Conservatives—already 
damaged by an unpopular tax bill—has 
sunk to 1596 in the latest opinion poll, while 
that of the leaderless federal Liberals has 


INTERNATIONAL 





soared to 53%. The Liberals are due to. F 


choose a new leader on June 23rd, the day of 
the Meech Lake deadline. It will probably be — — 
Mr Jean Chrétien, an opponent of the ` 
accord. í 

Underlying the entire dispute is Cana- 
da's deep-rooted identity crisis. Living meta- — 
phorically in the shadow of the United ~ 
States, and literally within 100 miles of its 
border, most Canadians are at once at- 
tracted and repelled by their huge neigh- 
bour. The passage of time, the 1988 free- 
trade pact with the United States and ever 
more non-British immigrants are diluting — 
Canada's old sense of national identity. In- 
creasingly, Canadians define themselves ei- — 
ther by their local loyalties or by their North 
American ones, not by their national ones. 
By devolving power to all the provinces (not 
just Quebec), Meech Lake intensifies Ca- 
nadians' sense of localism. That is why some | 

people believe Canada's chances of holding. 
together may be no worse if Meech Lake 
dries up than if it bubbles into law. 





Peru 


The man from 
nowhere 


FROM OUR PERU CORRESPONDENT 


R ALBERTO FUJIMORI, if the fig- 
ures come right, will be Peru's next 
president. He seems unfazed at the prospect — 
of setting to rights one of the most violently 
recessed and upset societies in Latin Amer- 
ica. His natural self-confidence was boosted ` 
by the triumph, on April 8th, of deflating 
the candidacy of the famous novelist, Mr 
io Vargas Llosa, who must now ei 


resign or fight a forlorn second-round con-  - 


test in June with all the odds against him. 


The unofficial results will be available at — | 
the end of April. For now it seems that Mr 


Vargas Llosa got around 30% of the votes, — 
and a lead of less than two percentage points _ 
over Mr Fujimori. The remaining third of — - 
the votes was split between candidates much — 
further left than either, all of whom detest ` 
Mr Vargas and will tell their people to vote ! 


for Mr Fujimori. Anyway, the runner-up's 


star is rising. Few pollsters doubt that, ifthe — 
elections had been held a week later, Mr 
Vargas’s vote—called for, with overwhelm- 
ing ostentation and tastelessness, by the 
white leaders of Peruvian big business— 
would have waned yet more. 


The congressional elections held on the 


same day gave Mr Vargas no manageable 
majority in either house. Even if he did win 
the presidency in a second round, he would 


have to go in for the political wheeling and 


dealing he fastidiously calls "dirty". As the _ 
results began to take shape, he began to 
wheel and deal, praising Mr Fujimori's pro- 
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oisting Fujimori 


ally rather liberal. A deal, he said, could 
are Peru the rigours of a second round. 
Fujimori said no deal. Later, said close 
iates, the novelist was in tears. 

Mr Fujimori is 51, the son of Japanese 
nigrants, rector of Lima's Agrarian Uni- 
versity and a skilled host on television talk- 
shows. He says he has a programme for gov- 
ernment, but that media bias has prevented 
ost Peruvians hearing it. Its secret is con- 
ern for the critically poor, who number 
about 7m, or one-third of Peru's population. 
Sin ultaneously he wants to protect the 
profitability” of small, as well as big, busi- 
ess, Christian evangelists, working ant- 
like, helped to spread the word that the 
papers and television largely ignored. 
men, young people and the poor were 
merous among his voters. 

Mr Vargas and his advisers think Peru 
s a brutal economic shock. Mr Fujimori 
es a; shock would starve a lot of people. 
wants, first, an exchange rate that will 
rage exports from the smaller mines, 
ishing and from textiles; and a boost 
rmers, by making imported food very 
yensive. That would produce foreign ex- 
ange and get the economy going without 
ch new investment. Only then would he 
other prices right, and close or privatise 
ne loss-making state firms. To undermine 
Shining Path guerrillas, he would turn 
rmy to economic development. - 

e. slogans that paste over the gaps in 
rogramme are “honesty, efficient tech- 
logy and work": virtues Peruvians asso- 
e with people from. Asia. (Mr. Fujimori 
hts at Japanese investment and sympathy, 
- Japan's ambassador has kept very quiet 
out that.) By efficiency he means raising 





mme—he had previously spurned it—as 


whose stoves are famous in the shanty- 
towns; the president of Peru’s small-business 
association is high in his councils. He claims 
that three-quarters of the “experts” he 
wants in his cabinet have doctorates from 
foreign universities. 

With the election over, Mr Fujimori's 
embryo party began to develop. lt is called 
Cambio 90, meaning change this year. The 
biggest change would be if, as looks possible, 
he can forge the national consensus that Mr 
Vargas spurns, and that Peruvians seem to 
hanker for after a desperate decade of vio- 
lence and impoverishment. 





Cuba 
The squeezing of 
Castro 


FROM A COHRESPONDENT IN HAVANA 


EANS, bright T-shirts and headbands say- 

ing “100% Cubano” livened up the 

scene as the dancers gyrated to the latest 
Latin beat for the festival of Cuba's Com- 
munist Youth Union. Socialist-realist post- 
ers have been replaced with bright graffiti. 
President Fidel Castro's 32-year-old regime 
is making an appeal to the young who never 
knew the dictatorship that went before, and 
prefer consumer goods to revolutionary ex- 
hortations. But there is not much to con- 
sume in Havana today. 

Mr Castro's regime is being squeezed 
like a dry orange. Even Pravda, from Mos- 
cow, talks of a "radical overhaul" of the aid 
that has kept Cuba solvent. The United 
States has tightened its embargo. The result- 
ing shortages only make Cuba's ineficien- 
cies harder to bear. 

. A Russian in Havana, insisting on ano- 
nymity, says simply that the principal eco- 
nomic problem is supplying the population 
with basic goods. When, on February 25th, 
the Nicaraguans voted out Mr Castro’s 
Sandinist friends, Cubans rushed to stock 
up on instant coffee, anticipating an end to 
imports from America's only other revolu- 
tionary regime. The chicken in the super- 
market is now more likely to come from Bra- 
zil than from Bulgaria. 

Foreign currency is running out. Cuban 
resales of Soviet oil, an important source of 
foreign currency, dropped from about 
$600m at their peak to $180m last year. Dip- 
lomats think that foreign-exchange reserves 
have fallen to about $70m in hard currency, 
plus $20m in gold. When the United States 
got rid.of General Manuel Noriega last De- 
cember it cut off Cuba's privileges in Pana- 
ma’s duty-free zones and so blocked its main 
channel for modern imports, from stylish 
clothes to computer parts. 


"the productivity of workers, not firing them. — 
His minister of industry is likely to be a man 






IPPY 

them pei ie ua: he execution 
last year of the well-liked General Juan 
Ochoa, on dubious charges of drug-dealing 
and corruption. At the same time the inte- 
rior minister, General Jose Abrantes, was 
sacked and the army, under Mr Raul Castro, 
took over the secret police. Police patrols 
have increased, to discourage people from 
venting their restiveness. The human-rights 
movement, never large, has been almost 
shut down by the jailing in 1989 and 1990 of 
some 20 activists. 

The president, say diplomats and Cu- 
ban officials alike, rises to a crisis. He knows 
how to measure out his wrath, and is careful 
to avoid direct confrontation with the 
United States over, for example, its new pro- 
paganda machine, TV Marti, which broad- 
casts from Florida. The Cubans jam the sig- 
nals without disrupting America’s airwaves. 

The regime is also showing some cos- 
metic flexibility. Two men aged under 30 
have recently been put on to the Council of 
State, which has some influence on policy. 
Mr Castro is wooing the churches and, de-. 
spite a row with some bishops who privately 
commended pluralism, clearly attaches 
much importance to a papal visit, which 
may or may not take place next year. As 
Holy Week approached, the government for 
the first time in 30 years allowed the image 
of the Virgin of Charity of El Cobre to visit 
towns across the island, where she was rap- 
turously welcomed. Hedging his bets, Mr 
Castro has had kind words for Protestant 
ministers too, and now lets church members 
join the Communist party. 

But Cuba’s ruling party is not going to 
allow a multi-party system. The furthest it 
goes is to recognise the “need to 
sponsor...a consensus that takes as its 


base recognition of diversity of criteria". 
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tional Bank i for Reconstruction and Development (IBRD) 

Jevelopment Project and it is intended that part of the 
aC or the construction of 400 No. Boreholes to be 
to e ontrac rs from eligible source countries as defined 
be made only. at the request of the Kaduna State 
coondanee with t e terms and conditions of the loan 





tio E contained i in | the predháliticátiori Document from eligible contractors 
ment, services and ihputa f tor the construction and completion of 400 No. 










| ling contrada to onerat 400 s successfu | i 
r; cased and screened. Kaduna Sta isunderlain. by hard crystalline rocks and 
lace. at about 500 locations to : ‘br z in 400 successful Do. i 










umps but where the borehole yield i is high and th e popu ul 
nstal ud and överhead tanks erected. x 


















tall the ‘pumps. "Geo h i 
pt the con ractor(s). Eack boreho shal 


nt. » ati lei in water aue pagos construction i in ! 
simil lar works i Nigeria would be desirable. ~ 2 
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prequalificat nnaire upo 
naire may be purchased each at the: same price). 





The Programme Manager, 
Kaduna State Agricultural Development Project, 
11 Race Course Road, 
P.M.B. 2269, 
Kaduna, 
Nigeria. 
or 


The Director, 
Agroman/ADPLA, 
34, New Cavendish Street, 
London, W.1. 


Telephone: 01-486-4771 


pro jects i in Nigeria especially under conditions similar to those prevailing in the region of the contract(s); the experience of pro 
aff, and the quality, quantity, eee service and status of equipment proposed for the project. 





, Applicants may be required to dubmit additional information to authenticate their claims. This may include detailed financial dila 
a verified by the contraetor's bank EE that the contractor has the necessary financial resources and credit to undertake 
the project. 


l pees tenderers. 


aire is to be Mo ease and returned by 30th May 1990. 


. Signed: S. S. RAJAH 
* Director of Engineering Services 
Or: d ciere Mondes 











n iy: 
ipon payment of a non-refundable fee o of NO. 00 (Fifty Naira only): (Additional sets of the question- 


The sven of applicants shall be undertaken promptly after the closing date for prequalification. The evaluation will based on ne 
-contractor’s organisation and planning, personnel, major construction plant and pipni experience (last 5 years), and © 
financial capability to carry out the works. Particular attention will be paid to the applicant’s relevant experience on similar a 


 K.A.D.P. reserves the right to er the contractor’s facilities aud conduct personal interviews prior to selection of the final list of 






























FROM OUR SPECIAL CORRESPONDENT IN YUGOSLAVIA 


LL Yugoslavia be the next country to 
overthrow communism? Wrong ques- 

tion. Better to ask whether Yugoslavia will 
become the first. European country since 
1945 to fall to. pieces: the race with the So- 
viet Union is on. Sece ssion from Yugoslavia, 
not communism's future, was the main issue 
in last Sunday's election of a new parliament 





gy and president in Slovenia, the federation's 


most liberal republic. More than 8096 of the 
eligible voters turned out for Slovenia's first 
multi-party election since 1938. 

For some time now most people in Slo- 
venia have assumed that communism there 
was moribund. The republic's own Commu- 
nists, under Mr Milan Kucan, their impres- 
sive presidential candidate, have been per- 
forming the last rites, and are now social 
democrats in all but name. The live issue last 
Sunday was whether Slovenia should in 
some way stay part of Yugoslavia or pack its 
bags and leave. Demos—an opposition alli- 
ance of Liberal Democrats, Christian Dem- 
ocrats, Social Democrats, the Peasant party 
and others—campaigned for independence 
within a year. The Communists were more 
cautious. They did not rule out secession, 


but only as a last resort, if a comfortable po- 


sition for Slovenia within a looser Yugoslav 
confederation proved unattainable. - 
Demos’s simpler message, that Slove- 
nia’s economic survival depended on how 
quickly it cut itself free from the Yugoslav 
disaster, proved more effective. Provisional 
results suggested that Demos has won 55% 
of the votes for Slovenia’s new parliament, 
against the Communists’ 17% or so. The 
Liberal party (as the former Socialist Youth 
movement that publishes the celebrated 
anti-establishment Mladina magazine now 
calls itself) came third with around 16%. 
Still, the voters showed their apprecia- 
tion of Mr Kucan by giving him 44% of the 
votes in the presidential contest. His closest 
rival, Mr Joze Pucnik, the Demos candidate 
and leader of the Social Democratic party, 
got 26%. Mr Kucan should win the run-off 
on April 22nd. The betting in Ljubljana, 


Slovenia’s capital, is on Mr Kucan as presi- 


dent with a non-communist prime minister. 


_ This may fairly represent sentiment in 
the republic. The more reflective Slovenes 
readily admit that Slovenia, with 896 of the 
Yugoslav population, cannot easily just go 
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its own way. They also accept that it would 
be prudent to work in co-operation with 
their much larger neighbour, Croatia. The 
Croats, who go to the polls on April 22nd, 
return the compliment: they too are keen on 
co-operation. - 

In Croatia, as in Slovenia, secessionis: 
sentiment is strong. Áccording to one Za- 
greb writer, "The Croats want liberation 
from the Great Serbian hegemony, under 
which they lived in both Yugoslavias—the 
one after 1918 and again after 1945." The 
feeling is reflected in the popularity of the 
Croatian Democratic Union, a right-of-cen- 
tre nationalist party led by General Franjo 
Tudjman, a military historian who spent 
some years in prison after Tito's crackdown 
in Croatia in 1971-72. Last Sunday in Za- 
greb, Croatia's capital, Mr Tudjman drew a 
crowd of more than 100,000 on a wet, cold 
day at a rally lasting five hours. 

Croatia's reformed Communists, lack- 
ing a leader of Mr Kucan's stature, are re- 
signed to defeat. Mr Tudjman’s main rival is 
the recently formed Coalition of National 
Agreement. It includes Liberals, Social 
Democrats, Christian Democrats and a 
right-of-centre group formerly allied to Mr 
Tudjman but put off by his authoritarian 
leadership. The coalition has some re- 
spected leaders, but it cannot match the 
union's mass appeal. ; 

Clusters of ordinary folk mill PME 
Mr Tudjman's headquarters in a Zagreb pre- 
fab, waiting to run errands or just to see the 
leader. He has been helped by savage attacks 
on him in the Belgrade press and an unsuc- 


longer exists. À party congress br 





cessful attempt on his life last month b 
Croatian Serb. And Mr Tudjman's. pa 
has money—collected from Croats wo 
in Western Europe and the large num 
Croats in North America. x 

Everybody expects a Tudjman. lanx 
slide. The new parliament will then pick thi 
republic's president (unlike the Slov 
the Croats did not opt for a direct vote f 
the president). That leaves time for so 
subtle alliance-building over -Cro 
ture. Despite some fiery nationalist rhe 
during the election campaign, the 
see the merits of the oblique approach 
Mr Tudjman calls for a Yugoslav con! 
tion, though a loose one: he wants fu 
nomic sovereignty for each republic 


Looser still and looser 


Movement towards an even looser 
via seems unstoppable. Certainly 
slav Communist party cannot 
spite the efforts of Mr Slobodan M 
the populist Communist who runs f 
because the pan-Yugoslav party in eff. 





disarray back in January. On Maret 
the Central Committee was suppo 
meet in Belgrade. But the Croats. 

Slovenes did not turn up, because t 
in Ljubljana attending a conference. 
ties from the Alpen-Adria regional 
(which also includes parts of Italy, Aus 
Germany and Hungary). The Bosnian 
bers did turn up, but left again imme 
as did most of the Macedoni: 
Milosevic was left only with his ow: 





























e Montenegrins and | comrades from the 
vinces of Kosovo and Vojvodina, which 
bia now controls. His protestations that 





OW. 
- The party men from the Yugoslav army, 








sevic's suggestion that a disciplined all- 
oslav party should be created, which ev- 













































at election. Mr Gorbachev's attempts to 
ig Lithuania to heel are watched keenly. 
> papers praise him, those in Slovenia 
id Croatia cheer the Lithuanians. 
But there are big differences between 
thuania and the northern Yugoslav re- 
iblics. The economic boycott Lithuanians 
s not a weapon Serbia could sensibly 
it would hurt Serbia more than Slove- 
and Croatia. That was the lesson of Mr 
Osevic's two attempts to punish Slovenia 
Y boycotting i its goods. And, though some 
people in the West are tempted to be indul- 
gent towards strong-arm tactics by Mr Gor- 
bachev in the Baltic region, there is no Yu- 
goslav Gorbachev. The West would have no 
sympathy for any Serb use of force. In its 
desperate economic straits, 
the government in Belgrade ~ 
has to bear such consider- Vy 
ations in mind. | 
So the slow unknotting 
"Yugoslavia will continue. © 
nless, that is, the zealots 
of either side—the inde- 
oendence-seekers in Slove- 
a and Croatia or the cen- 
ists in Belgrade—push 
ugoslavia to swift disinte- 
ion, or to civil war. 








eek pes 
‘being Costas 


M OUR ATHENS CORRESPONDENT 


LL, third time lucky: « or ps 
V Greece's election on April 8th, i 
d in less than a year, just managed si 
uce a winner with a majority. The con- 
vative New Democracy party, confound- 
he pollsters’ predictions, will be able to 
& government. It won exactly half of 
ent's 300 seats and will rule by virtue 
alliance with the solitary deputy of the 
mutre-right Democratic Renewal party led 
ir Costas Stefanopoulos. This is a great 
cess for New. ORIENTE s 71-year-old 


party will continue regardless ring fairly $ 


ever, were at the Central Committee . 
ting in force. They supported Mr - 


single member of the old party should be - 
o join. The army has made clear its: 
erence for a: Vibia partycon- 
;lled Yugoslavia: Many people in Yugosla- $ 
a still fear a pro-centralist army coup in ~ 
nia and Croatia, perhaps after the - 


New Democracy's hour, at last 


from 40.996 to 38.696, giving it 125 


- leader, Mr Constantine Mitsotakis, but it is 


a success he may have trouble holding on to. 

New Demiocracy got 46.9% of the vote, 
0.796 more than last November, when it fell 
three seats short of a majority. The conser- 
vatives did better this time in Athens and 
Piraeus, where voters seem to have listened 
to Mr Mitsotakis's argument that Greece 
needs a single-minded government to save 
the economy and belatedly get the country 
ready for the European Community's 
post-1992 single market. 

The bad news belonged to the So- 
cialists of Mr Andreas Papandreou, 
prime minister for most of the 1980s, 
whose party's share of the vote fell 


seats. Mr Papandreou's hopes of 
forming a coalition with the Commu- 
nist-led Left Alliance went astray, be- 
cause the alliance also saw its vote 
drop slightly, to 10.396, though it 


kept its 21 seats. The Greens held 


their single seat, and the Muslim minority in 


northern Greece voted in two Turkish- 


speaking independents. The most striking 


personal success was that of Mrs Maria 


Damanaki, an energetic 38-year-old Com- 
munist who was the chief speaker at her par- 


ty 's final rally. Her performance may help 


her to succeed 75-year-old Mr Harilaos 
Florakis as the Communists’ leader, and 
thus bring a touch of colour to the grey top 
ranks of Greek politics. 

Mr Mitsotakis's first job as prime minis- 
ter is to get parliament to elect a new presi- 
dent of Greece, which it failed to do earlier 
in the year. First refusal will go to that vet- 
eran conservative, Mr Constantine 
Karamanlis. If he turns it down, this rather 
academic post is likely to be filled, suitably, 
by somebody from the university world. 
Then comes a trio of small but knotty for- 
eign-policy decisions. 

An agreement has to be reached soon 
about the two American bases on Crete (the 
island Mr Mitsotakis comes from). The old 
Papandreou government had a long dispute 
with the United States about these, and 
about two other bases near Athens, but the 
Americans have now said they no longer 
need the pair near the capital. Presumably 
Mr Mitsotakis will want to keep the Ameri- 


cans in Crete, partly to show that he is a 
good ally of the West but also because 
Greece’s quarrels with Turkey make it desir- 
able to stay on good terms with America. 
The Americans also want to get the ex- 
tradition from Greece of Mr Mohammed 
Rashid, a Palestinian alleged to have put 
bomb on a Twa airliner in 1986. New De 
mocracy has kept mum about Mr Rashid 
lately, but Mr Mitsotakis will now be invited 


Total seats: 300 





to prove that he means what he says about 
toughness towards terrorism. He may also 
give full diplomatic recognition to Israel, 
something the Socialists promised but then 
backed away from. 

By far the biggest question facing Mr 
Mitsotakis, however, is how to prevent eco 
nomic collapse. The European Commission 
is waiting impatiently for a Greek govern- 
ment that is prepared to bring in some dras- 
tic austerity measures. The annual inflation 
rate is now more than three times the Com- 


munity average. The current-account deficit 


reached a record $1.1 billion for the first 
two months of 1990. Foreign borrowing is 
likely to rise by 50% this year, to $3 billion. 

Mr Mitsotakis is a former economy min- 
ister, but you would not have guessed it dur- 
ing this election campaign. He spoke confi- 
dently of safeguarding people’s incomes, 
and airily of investments that would create 
thousands of new jobs. The coalition that 
was minding the shop during the winter ar- 
ranged, with Mr Mitsotakis’s agreement, for 
index-linked wage increases to continue in 
1990. This will have to change, if Greece is 
to restore the economy to any sort of order. 
It is hard to see how the new government 
can avoid hard decisions designed to cut 
budget spending and bring in more tax 





EUROPE 





money. Farmers will have to start paying in- 
come tax, and the interest on savings depos- 
its will probably get taxed too. The state 
pension system needs to be overhauled. 
Wages will have to be kept in check. 

None of this will come at all easily to Mr 
Mitsotakis, a Cretan reared on the patron- 
age system. As he steels himself for a tough 
time, he will also remember that his par- 
liamentary majority depends on Mr Costas 
Stefanopoulos. That gentleman left New 
Democracy in 1984, after being defeated by 
Mr Mitsotakis in a battle for the leadership. 





Hungarian election 


‘Easy does it 


EW thought it would happen, but Hun- 

gary’s intricate election system has pro- 
duced a clear result. Voters used the first 
round of the general election on March 25th 
mainly to dish the ex-communist left. That 
gave them a second-round choice between 
the two leading parties of, roughly speaking, 
the centre-right: Democratic Forum, led by 
Mr Jozsef Antall, and the Free Democrats, 
led by university liberals. Barely four per- 
centage points separated the two in the first 
round. But on April 8th Democratic Forum 
won fair and square. 

With 43% of the second-round vote, it 
will have 165 seats in Hungary’s one-cham- 
ber parliament. The Free Democrats, who 
are still in shock, got only 24%, hardly more 
than two weeks ago. Mr Antall is confident 
that he can form a government with help 
from two smaller parties of the centre-right. 
These are the Smallholders, whose 11% 
earned them 43 seats, and the Christian 
Democrats, who got 5% and 21 seats. With 
their backing, Democratic Forum would 
have a comfortable majority in the 386- 
member house. 

In picking Democratic Forum, Hungar- 
ians have gone for gradual change with a 
populist touch. Both Democratic Forum 
and the Free Democrats are for cutting sub- 
sidies, shrinking budgets and selling state 
firms. Each says that economic reform will 
hurt before it helps, by lowering living stan- 
dards and throwing people out of work. The 
difference is of timing. The Free Democrats 
have a rapid calendar for privatisation. 
Democratic Forum’s is less hurried. The 


shape of democracy 
aa Sps D, 
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Antall the good Hungaro-European 


Free Democrats seem at times almost gleeful 

about the market pain they say Hungary 

needs. Mr Antall, who is head of a library of 
the history of medicine, has a better bedside 
manner. 

Face to face with one of the Free Demo- 
crats’ best-known theorists, Mr Janos Kis, 
Mr Antall looks a plodder. In their televi- 
sion encounter four days before the elec- 
tion, Mr Antall scored fewer debating 
points. But the viewers; it was said after- 
wards, found him more solid and more reas- 
suring. The difference between the two par- 
ties does not stop there. Unlike the Free 
Democrats, Democratic Forum spiced its 
campaign with a strong dash of Hungarian 
patriotism. 

The Free Democrats did poorly in their 
supposed stronghold, Budapest. Mr Peter 
Tolgyessy, who headed the party's national 
list (and got into parliament that way), suf- 
fered a humiliating defeat in his district. 
Many voters who in the first round had 
backed the Free Democrats’ junior allies, 
the Young Democrats, went for Democratic 
Forum this time. 

Mr Antall says it may take a month to 
form a government. There will be haggling 
over ministries. The Smallholders, mainly a 
farmers' party, want the agriculture portfo- 
lio. To get it they may have to give ground 
on their campaign demand that the state re- 
turn farmland to its pre-1947 owners. 

The final result was curiously close to 
that of 1945, when the Smallhold- 
ers—led by, among others, Mr 
Antall's father—got 5796 of the vote. 
Democratic Forum, today's Smal- 
holders and the Christian Democrats 
all have things in common with those 
old Smallholders. On Sunday they to- 
gether got 5996 of the vote. Mr Antall 
takes this to mean that “40 years of 
dictatorship have not changed the 
Hungarian people." 


In some ways it must be hoped that he is 


wrong. Hungary used to suffer from nation- — 


alism of a resentful, small-country kind. De- - 
mocracy was weak and politicians expected — 


an obedient press. Democratic Forum, on ~ 


its worse days, echoes some of this. Resisting 
the pull of the past, and keeping Hungary. 


turned outward towards the world, will be — 


part of Mr Antall's job. He has made a good — 
start by saying that the issue of associate 
membership of the European Community 
will be a priority for him. 





East Germany 


Big and weak 


FROM OUR BONN CORRESPONDENT 


HE first and probably last democrati- 

cally elected government of East Ger- 
many looks decidedly odd. With five parties 
and 24 ministers, it seems huge for a small 


country aiming for early unity with its far 


larger western neighbour. 

Mr Lothar de Maiziére, the prime minis- 
ter-designate, wanted a broad coalition en- _ 
suring that the government would have the 
two-thirds majority needed for parliament 
to pass constitutional changes. He has cer- 
tainly got that with his grand conservative- — 
liberal-Social Democratic alliance. But run- — | 


ning the show now will bea tall order for the — 


frail-looking Christian Democrat, who 
seemed staggered when his party emerged — 


on top with 41% of the vote in the election ji 


on March 18th. 4 
Another curiosity is that three of the .— 


new ministers are pastors, underling the — 


weighty role the church played in last year's — 
bloodless revolution. One is Mr Markus - 
Meckel, leader of the Social Democratic 
party. He becomes foreign minister—and - 
hence the main East German representative _ 
in the forthcoming two-plus-four talks on 


German unity between the two German < 


states and the four wartime victor powers. 

Mr Rainer Eppelmann, leader of a small - 
conservative party, Democratic Awakening, 
becomes "defence and disarmament” minis- 
ter. And Mr Hans-Wilhelm Ebeling, head of 
the still more conservative German Social | 


Union, gets the peculiar developmentaid — - 


portfolio. In all, the Christian " 
have 11 cabinet posts (including econom- — — 
ics), the Social Democrats have seven, the 
Liberals three, the German Social Union _ 
two and Democratic Awakening one. | 
The new cabinet was due to be pre  - 
sented to parliament on April 12th and Mr 


de Maiziére to make his government dec- | 
laration after Easter. Its main elements will — 1 


include the demand that East Germans be 
able to change their almost useless Ost- — 
marks for hard D-marks at the rate of one- 
for-one in the coming German economic  . 
and monetary union. Mr de Maiziére will —— 
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s0 us how East Germany, pla 


obably using the simplest route via Arti- 
23 of the West German constitution) and 
t its views are on NATO membership. 

-But how much room for independent 
inoeuvre does the East German govern- 
t really have? Not a lot. It may extract 
>» concessions from the West Germans 
talks on monetary union starting soon af- 
Easter. But once that union is achieved, 
sbably by July, East Germany will lose its 
etary sovereignty to the Bundesbank 
a good chunk of its political sovereignty 
yng with it. And if senior Bonn politicians 
the chancellor, Mr Helmut Kohl, have 
r way, elections for an all-Gerraan gov- 
nent ie be held in the second half of 
Then at the latest Mr de 


yea 
Here $ rens cabinet will disappear: 


FROM OUR BONN CORRESPONDENT 


'E MAY not have lasted long as East 
A À German leader, but he is certainly a 
survivor. Mr Egon Krenz, booted out last 
December in East Germany’ s bloodless 
revolution after a brief spell i in the top 
job, has just been on a swing through 
c West Germany to promote his new 
book, "When Walls Fall". Apart from 
being boxed on the ears by an irate East 
German immigrant in Karlsruhe, Mr 
Krenz has emerged from the tour 
unscathed. | 
Despite its curiosity value and "m au- 
; thor’ s exertions, the 240-page work may 
| not be a runaway best-seller. Mr Krenz 
chides himself for opportunism; that is 
hardly news to those who have followed 
his sycophantic career. But he evidently 
selieves he will go down in history as a 
manager of peaceful change and 
breacher of the Berlin Wall. His prede- 
cessor as communist party boss, Mr 
Erich Honecker, gets most of the blame 
for’ stubbornly holding to outmoded 
views, though Mr Krenz does not seem 
© have tried very hard to get his master 
to change his mind. . 
. More piquant than Mr Krenz's bland 
brew are the revelations of Mr Alexan- 
der Schalck-Golodkowski, for years East 
Germany’s leading procurer of hard cur- 
rency as head of an outht with the ano- 
dyne cover name "Commercial Co- 
dination" (CoCo). He fled to. the West 
December, fearing he was high on the 
asi (secret police) murder list, and has 
w turned up in a swish lakeside resort 


with West German intelligence. 
. Mr Siehalck- Golodkowski has penty 


€ zechoslovakia - : 


Rot g h velvet 


roach political unity with West Germany 


Where are they now? 





in Bavaria, reportedly after long talks 














FROM OUR SPECIAL CORRESPONDENT IN PRAGUE 


TH its street musicians and young 
' people cheerfully competing to sell ri- 


val newspapers, Prague is so much jollier 


than it used to be. Why then the growing 
feeling that all is not quite well! The over- 


throw of communist rule in November was 


astonishingly rapid and civilised. The gentle 
or "velvet" revolution, they called it. Yet 
not even Czechoslovaks can stay nice for- 


ever. Less than two months before the elec- 


tion on June 8th there are, inevitably, 
patches of Velcro among the velvet. 

Czechs and Slovaks have been arguing 
with some passion over a hyphen: Slovaks 
are insisting that the new republic be called 


Krenz’s new career 


| 
to say about how CoCo raked in cash 
from abroad, for instance through arms | 
sales (though not, he hotly protests, from 
drug trafficking, as some reports have - | 
claimed). More striking is his admission 
of constant fear throughout the 1980s | 
that the state would be unable to pay its | 
bills. Hence his decision to lay in a “last | 
reserve" of 21 tonnes of gold and (a pal- | 
try) DM67m ($40m) scattered in Swiss. | 
bank accounts. Mr Honecker, it emerges, 
had access to a special account of | 
DM100m enabling him to pay for bursts 
of public "generosity", like buying and | 
distributing bananas at Christmas. 

Now Mr Honecker himself has to rely | 
on charity. After a cancer operation fol- | 
lowing his fall from power, he and his 
wife lived in two rooms offered over mas- 
sive: public. protests by a pastor. His 
health worsening, he was moved in early 
April to a Soviet military hospital. 











Czecho-Slovakia, Czechs are resisting what 
they see as an inelegant concession to Slo- 
vak nationalism. Despite early calls to resist 
the urge for vengeance, evidence is mount- 
ing that people are taking the chance to set- 
tle old scores with Communists. It is starting 
to be realised that the transition to normal 
economics and politics is going to be a lot 
less smooth than many had, perhaps na- 


ively, hoped. 
Mr Vaclav Klaus, ds Toana i: 


nance minister, is; working 20-hour days, 


with time off only for judging the Miss 
Czechoslovakia beauty contest. The strain is 
showing. On his desk lies the umpteenth 
draft of the blueprint for turning Czechoslo- 
vakia into a market economy. Mr Klau 
stresses the need for preparation and points 
to the progress already made: the introduc- 
tion for the first time in decades of a proper 
budget (Mr Klaus is aiming for a surplus, 
with the help of deep spending cuts), and 
the revolutionary fact of a colourful finance 
minister, not grey apparatchiks, in charge of 
the economy. Yet there is growing impa- 
tience for more action. 

Would-be entrepreneurs are nenne 
that a law on private enterprise has still not 
been passed. Foreign investors are rushing 
to Prague only to find that Czechoslovakia, 
unlike Hungary and Poland, is not yet open 
for business. Politicians who pressed for 
quick reform, at a time when most people 
would still blame the Communist party for 
the inevitable pain, fear that a window of 
opportunity is closing. Behind the argu- 
ments holding up change—when to free 
prices? how to privatise state industry’— 
lurks a deeper division over how rough 
Czechoslovakia's ride to the market has to 
be. It will be a struggle to get reforms 
through parliament before it dissolves itself 
at the end of April to make way for the elec- 
tion; there is already talk of extending the 
session, to avoid more months of delay. 


The power of the power-hungry 


In politics, delay is proving costly to Civic 
Forum, the coalition which (together with 
its Slovak sister group, Public Against. Vio- 
lence) brought.down communism .and is 
now running the country. Its leaders say 
Civic Forum. is.a “political service", not a 
party. They hope ithe anticommunist front 
would hold. together. through the election 
and for the two years of the constituent as- 
sembly that is due to draw. up a new con- 
stitution. But not everyone is prepared to 
wait patiently to compete for power. As the 
election approaches, a new political land- 
scape is beginning to take shape... 

On the rigt t al Bow rful threesided co 
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The new perkiness of Prague 


alition, the Christian Democratic Union, 
emerged last week. A group of Christian 
Democrats led by Mr Vaclav Benda, a for- 
mer dissident, has walked out from under 
Civic Forum’s umbrella (against the objec- 
tions of some members) to form an electoral 
pact in the Czech republic with the People’s 
party, founded in 1919 but after 1948 a 
Communist satellite. The People’s party 


Bricks and stones.. 


FROM OUR SPECIAL CORRESPONDENT IN WARSAW 


A Poles found, first to their annoy- 
ance, then to their amusement, cut- 
ting communists down to size is one thing, 
disposing of their ill-gotten assets quite 
another. When the Polish United Work- 
ers’ party dissolved itself in January, few 
Poles could have cared less. From a high 
point of just over 3m members in 1980, 
the official successor party, called Social 
Democracy of the Republic of Poland, is 
thought to be down to about 5,000 mem- 
bers (though it claims ten times that 
number), 

But while the new membership figures 
probably reflect the real level of popular 
support for communism, whatever it 
chooses to call itself, they also highlight 
the discrepancy between communist sup- 
port and communist power. Like good 
monopolists anywhere, the old party con- 
trolled a vast empire of newspapers, pub- 
lishing houses and prime property. Before 
it dissolved itself, it handed on this wealth 
to the new party it was creating. Working 
out how to prise it away has become some- 
thing of a national sport. 

A special commission of parliament 
was given the job of deciding who really 
owns the 2,000 or so party buildings. Its 
report is to be debated by parliament this 
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claims several hundred thousand members, 
compared with Mr Benda’s 1,500, and since 
November has replaced its discredited lead- 
ers; but the link with Mr Benda’s party gives 
it extra respectability. Strongly Catholic 
Slovakia provides the third side in this coali- 
tion: the Christian Democratic Movement, 
which is likely to do well there. 

The Christian Democrats stress moral 


week. The communists’ problem is that 
they have clear title to only about a dozen 
buildings. Most of the rest will go either 
back to their rightful owners or, if they 
cannot be found, to the state, with the 





space rented out to the new political 
groups now springing up. But the biggest 
kerfuffle has been over the party's Central 
Committee headquarters in Warsaw, 
known locally as the White House only in 
part for its dirty-white Stalinist facade. 


has just approved includes sections on the — 
family, education, the nation, religion, cul- - 


ture and sport before moving on to an unm- 
convincing discussion of economic policy. — 


Its religious enthusiasm upsets some critics 
("I'm afraid of getting Jesuits in place of 
Communists,” says one) But the new 
Union is getting money and advice from 
Christian Democrats in the West. The 
Pope's visit to Czechoslovakia this month 
will do it no harm. On the evidence of the 
elections in East Germany and Hungary, 
Christian Democracy is the force to watch 
as East Europeans vote freely. 

On the left, the fallen fortunes of the 
Communists show in a collection box for 


campaign contributions at the entrance of __ 


the cavernous Central Committee building, — 
which the party will soon have to leave. To 
listen to the talk there (“We are searching — 
for a new identity") you might think Freud 


had replaced Marx as the guru. But with — 


new young leaders, supposedly reformed 
ideas and still a claimed 1.1m members, the 
Communists are not entirely finished. Oth- 
ers remain wary of them, anyway. 

The Communists gobbled up the once- 
powerful Social Democrats in 1948. Now 
the Social Democrats have re-emerged, only 
to find themselves divided. One lot is run- 


Warsaw University wants the building, 
which it thinks would make a rather nice 
new library. Mr Alexander Kwasniewski, 
the new party boss, has offered, tongue in 
cheek, to turn the now virtually deserted 
hulk into a Bolshevik Hotel. Someone else 
suggested a McDonald's franchise for the 
canteen. Anyway, said Mr Kwasniewski, 
the party owned the building, since it was — 
built brick by brick from, the story goes, | 
the voluntary contributions of honest 
workers. 

That was too much of a challenge for 
Poles to pass up. Warsaw University is- 
sued an appeal for all Poles who still had 
them to turn in their “bricks” —vouchers 
showing how much was docked from pay- 
packets when the building appeal was 
launched in the late 1940s. Within a few 
days the university had already collected 
2m zlotys-worth of the more than 50m zlo- 
tys-worth of outstanding "bricks", and 
more were piling in. 

The row still has not been settled. To 
press home their case, Warsaw University 
lecturers and students have demonstrated 
outside the building and held teach-ins in 
the central courtyard. Inside what used to 
be the hub of all power in Poland Mr 
Tomasz Nalecz, himself a Warsaw Univer- 
sity man and now a deputy chairman of 
the new party, recently admitted, “We 
don't have the moral right to sit here." 
Quite so. 
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EUROPE __ 


ning its own list of candidates. Another, 
with its roots in the dissident movement and 
favouring "an ecologically oriented social- 
market economy”, has remained with Civic 
Forum. When not fighting each other, the 
Social Democrats worry about a rival on the 
centre-left, the Socialists. The Socialists 
make much of their links with Tomas Masa- 
ryk and Edvard Benes, Czechoslovakia's 
first presidents, and play down their role as 
an "ally" of the Communists over the past 
40 years. 

To complete the spectrum, there are 
farmers’ parties, liberals (some inside Civic 
Forum) and Greens—whose support is said 
to be around 10% in this ecologically devas- 
tated country, though it is hard to trace any 
sign of organised greenery in Prague. It is a 
far cry from the simple democrats-versus- 
Communists politics that Civic Forum 
imagined only a few months ago. 

Civic Forum now admits that it was a 
hig mistake to delay the election and intro- 
duce a controversial new election law, which 
replaces the old first-past-the-post system 
with proportional representation for parties 
winning at least 5% of the vote. “We wanted 
to be too perfect,” says Mr Jan Urban, Civic 
Forum's chief organiser. Delay has opened 
the movement to criticism and given other 
parties a chance to organise. The departure 
cf many of its best people to government 
jobs has weakened the forum as a campaign- 
ing outfit. With no membership and so no 
membership dues, it is even finding it hard 
te pay the salaries of its staff. 

Still, opinion polls suggest that Civic 
Forum, though flagging, remains the stron- 
gest political force in the land, with the sup- 
port of 23-3096 of voters. Mr Urban reckons 
it can count on the backing of large num- 
bers of Czechoslovaks who distrust political 
parties after 40 years under the Commu- 
nists. Over the next two months it will re- 
mind voters of the things it has managed to 
do (overthrowing communism, for in- 
stance). But whereas in an early vote under 
the old rules the forum would have swept to 
outright victory, it now expects to be in a 
cealition after the election. 

The weaker the government, the more 
important the president. The hugely popu- 
lar President Vaclav Havel is likely to stay 
on for another two years, because his coun- 
try needs him. In his offices up in Hradcany 
castle, where the blue-jeans informality is 
another reminder of how much Czechoslo- 
vakia has changed, his spokesman says Mr 
Havel will be travelling less and devoting 
more time to domestic politics, touring the 
ceuntry and probably addressing both 
Czechs and Slovaks at least once before poll- 
ing day. Mr Havel's main worry, it seems, is 
that selfish individual or group interests will 
prevail over the interests of the federation. 
That may be a sign that Czechoslovakia is 
becoming just a normal western country. 
[Sa ee ee er 
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The norseman cometh? 


FROM OUR NORDIC CORRESPONDENT 


T IS gradually dawning on 

Nordic countries that if 
they don't join the European 
Community they are going to 
find themselves of ever dimin- 
ishing consequence in a Eu- 
rope that has more important 
things to think about than rescuing these 
countries from their self-imposed isola- 
tion. Denmark, already inside the Com- 
munity, has started urging its fellow 
Scandinavians to join (Denmark's own 
sudden enthusiasm for EC integration 
seems influenced by the plans for unity 
next door in Germany). From Helsinki 
to Oslo, the attractions of the second- 
best option—a pact between the EC and 
the European Free Trade Association 
(EFTA), which would make the Nordic 
countries part of a "European Economic 
Space" —are beginning to fade. 

In Finland, neutral by treaty with the 
Soviet Union, it has become acceptable 
in the past few months to discuss mem- 
bership of the EC as a realistic, if distant, 
possibility. Most Swedes expect their 
country will apply to join before the end 
of the century, however hard their Social 
Democratic masters insist that member- 
ship and Sweden’s particular brand of 
neutrality are incompatible. 

It is in Norway that attitudes are 
changing most rapidly. As a NATO mem- 
ber, Norway does not have to wrestle 
with the neutrality question. It was on 
the point of joining in 1972 together 
with Britain, Denmark and Ireland, until 
the voters rejected the idea in a referen- 
dum. The debate before the referendum 
was fierce, splitting most of the political 
parties—and many families—down the 
middle, as no issue had ever done before. 
The wounds have now healed enough for 
the debate to be reopened, albeit cau- 


Paddling to Brussels 
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tiously: no one wants to pro- 
voke a repetition of 1972. 

The key to a Norwegian de- 
cision is the Labour party, led 
by Mrs Gro Harlem Brundt- 
land. Though currently in op- 
position, it is by far the largest 
party. If it comes down in favour of mem- 
bership, it will have the support of the 
Conservatives and the Progress party— | 
enough for a large pro-membership ma- | 
jority in the Storting. A Labour decision | 
to support membership would, it is as- | 
sumed, cause the demise of the present | 
three-party coalition of Mr Jan Syse's | 
Conservatives, the passionately anti- 
membership Centre party and the fence- 
sitting Christian People's party. 

Though almost all Labour's leaders 
would like to see Norway join, few of 
them have said it loudly in public. Now, 
however, the party's leaders are hinting 
broadly that the party will take a stand in 
favour at its annual congress in 1992. 
This could be followed by an application 
to join before the 1993 Storting election, 
turning the election into a quasi-referen- 
dum on membership. 

The opinion polls have consistently 
shown over the past year that a majority 
of Norwegians are in favour of joining 
the Community. Perhaps because of 
that, the people who organised the suc- 
cessful campaign against membership in 
[972 are beginning to stir once more. 
They should not be underestimated. But 
the feeling seems to be that so much has 
changed in Europe in the past 18 years, 
and especially in the past 12 months, 
that that this time Norway will take the 
plunge. If Norway's application to the | 
Community joins that of another EFTA | 


member, Austria, can Sweden—and per- 
haps Finland—be far behind? 
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A large step for our planet. 


A natural step for Volvo. 





Ou planet is hurt. Badly 
hurt. At a breathtaking pace 
mankind is exhausting all that 
makes survival on earth possible. 
Our world is being stripped bare 
and choked by pollution. The 
balance of nature has been upset. 

We all share responsibility for 
what is happening. Not least the 
automotive industry, which is why 
Volvo's top management has 
decided to act by agreeing upon 


a comprehensive environmental 
charter for the group. Systematic- 
ally, efficiently and as quickly as 
possible, Volvo wants to clean 

up after itself. 

Volvo now has a written action 
program which touches on every- 
thing posing a threat to the envi- 
ronment: at our plants, during use 
of our products, and even when 
the time comes to scrap them. 

The head of each Volvo 
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company is responsible for imple- 
menting the environment care 
program. And every year several 
companies will be closely mon- 
itored by central environment 
auditors to check on progress. 

It won't all happen overnight: 
we cannot become perfect by 
tomorrow. Yet everything Volvo 
does, or fails to do today, will be 
decisive if the next generation is 
to have any future. 


"1 TX B 
a TRO M 


poat A 


* 


VOLVO: 79,000 employees 
worldwide. Sales USD 16 
billion. Business activities 
encompass cars, trucks, 
buses, marine and indus- 
trial engines, aerospace, 
food and finance. Our 
position as a major inter- 
national group with 
substantial operations in 
Europe and North America 
is a result of quality, safety, 
high ethics and showing 
care for people and the 
environment. 
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In days gone by, airline tickets were issued manually; a tedious, time- 
consuming affair. Today, we've revolutionised the process. Our 
computerised reservation and ticketing system is on a par with that of the 
worid-s leading airlines, allowing us to make your international reservations, 
confirmations and connections with just a keystroke. 


Hi-tech ticketing by gracious, attentive counter staff now ensures that all 
your travel arrangements are efficiently made in minimal time. 
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Home truths 


The mayhem at Strangeways 

- prison in Manchester led to 

. riots, some of them savage, in 
- 13 other jails, including Bris- 


| tol, Leeds, Cardiff and 


2 . Brixton. At Shotts jail, near 
| Glasgow, a warder was taken 


` hostage. In the prison on 


| Dartmoor, where 100 inmates 
© |. barricaded themselves into 


| their wing, one prisoner was 


: | found burnt to death in his 
^. cell. 


4. Anglo-lrish relations reached 
| low ebb when the supreme 

- court in Dublin refused to ex- 

- tradite Owen Carron, a for- 

mer Sinn Fein MP charged 

-= with possession of firearms in 

Northern Ireland. Unionists 

. demonstrated against Charles 

Haughey’s visit to Belfast, the 

` first by an Irish prime minister 

for 25 years. 


a ^A Gallup opinion poll put La- 
. | bour 24% % ahead of the To- 


.| ties and rated Mrs Thatcher 
the most unpopular prime 
| minister since records began. 


- | The world drugs summit 
"f brought the politics of hot air 
;.| and hallucination to the 
_ heart of London. Opening the 


- summit, Mrs Thatcher offered 
' developing countries £26.5m, 


<- | to be paid over three years, to 


help combat the £300 billion 
3 illegal drugs industry. 


|! Three high-court judges re- 
|. fused an application from the 
ritish Muslim Action Front 
- Salman Rushdie and . 
sher, Viking s 
d for blasphemy. 


Eight-year-olds rate Tony the 
Tiger, from television com- 


mercials for Frosties, and Ron- 


ald McDonald, from McDon- 
ald’s advertisements, more 
highly than their teachers, 
their grandparents or even 
their fathers, said a survey for 
the Food Commission. 


Miracle or mirage 
. Nearly half of the richest 200 


` people in Britain are self- 


made millionaires, according 


to a survey in the Sunday 
Times, and many of them 
made their fortunes in the 
1980s. The list includes 35 
Old Etonians and Michael 
Heseltine, whose £60m pub- 
| lishing and property fortune 
put him 134th. He made his 
money before 1979. 


The government announced 
that it will poll-tax-cap an- 
other Labour council, this 
time Lambeth in south Lon- 
don. Poll-tax payers will now 
have to fork out £497 instead 
of £548. 


Only 10,000 satellite dishes 
were bought or rented in 

— March, a market survey dis- 
covered. One of the lowest fig- 
ures recorded, this is bleak 

_ news for Sky, and worse for 
"Brirish Satellite Broadcasting, 

. due for launch this month. 


The stagnation in house 
prices continues. In the | 
south, prices are now 10-2096 
below 1989's. Only in the 
north, north-west and Wales 
are they still rising, says the 
Halifax Building Society. 


More than 500 companies 
went bankrupt in the first 
quarter of 1990, dounle the © 
number for the same period 
last year, said a survey by Peat 
Marwick McLintock. Manu- 
facturing companies were 
worst hit, accounting for a 
quarter of receiverships. 


As holidaymakers prepare to 
drive off for Easter, the gov- 
ernment announced plans for 
more road works. 


A survey of Tory back- 
benchers showed that over a 
third doubted that the govern- 
ment would bring inflation 
down below 5% within the 


next 12 months. l | ic 


Timely concessions 

John MacGregor, the educa 
tion secretary, announced t 
he will drop statutory tests 
for seven-year-olds, and p 

bly for 11-year-olds, in six o 
of nine subjects. Magnani- < 
mous to a fault, he wants to 
relieve teachers of the “imp 
sible burden” created by his 


department. 


William Goodwin, a trainee 
journalist, was fined £5,0 

by the High Court for refi 

to reveal the identity of an 
formant who leaked to him 
corporate financial details 

The judge decided against a 
prison sentence because ' 'the 
prisons have enough problem 


without having to take an o 


erwise perfectly honourable 
man like yourself.” 


- À bearded tramp, who lived i i 


a cardboard box and stole 
property worth almost — ..- 
£130, 000 from 548 parked 
cars in a "one-man crime 
wave”, was not so lucky. He 
went to jail. | 


Missing the point 


The latest Department of Ed 
cation guidelines on studen 
grants are clearly inspired 


calls for a kinder, gentler — 
- Thatcherism. “No contrib 


tion is expected from yout 
parents”, they read, "if bot 
your parents have d died. 


name a friendly Britis 
worker among its 20,000 
ployees in the southem egi 
hit the buffers when it at- 


tracted only ten responses 


Even a reward of £100. d 
do the trick. 
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^ Adjusted for the Lén 1 capitalisation issue made in 1989. 


ES 
OUS 


need 


e Strong performance from property 
e Improved results from international construction 
International housing strength 


e 
€ Record results from trading activities 








r. Peter Drew OBE, Group Chairman commented: 


"We expect 1990 to be a tough y ear but we face the current economic uncertainties 
with a modestly geared. Bae sheet, a first class team, a high quality property 
portfolio, broadly based businesses and long established overseas companies 
which are showing considerable growth." | i 














Results at a glance 
1989 1988 








Tarnover 0000000000 £1,32im £1,260m UP 4.8% 








Pre tax profit a | £116.9m | £103.3m UP 13.2% 
P 13.9% 








Ear ings per share —— 237p 20.8p" U 











Dividen per share | | | E 9.0p 7.5p* UP 20.0% | 
















































Is the p rospect of a Labour government bad news for Britain’s economy? 


Surprisingly 





the Labour party's lead over the 
V Tories at its highest since regular 
opinion polling began, its economic policies 
are attracting keen interest. Labour's image 
ie still tarnished by memories of its mishan- 
ing of the economy in the 1970s, but party 
leaders claim that it has now dumped its old 
policies, and deserves to be taken seriously. 
At City lunches and seminars Mr John 
Smith, Labour's shadow chancellor, has 
been trying to convince sceptics. A survey 
by The Economist suggests he may be 
succeeding. 

We sent out a questionnaire (see box on 
next page) asking British economists to as- 
sess the Labour party's new economic poli- 
cies. Economists hate simple yes/no an- 
swers, and our respondents undoubtedly 
longed to add footnotes and caveats. Of 106 
economists polled, 77 suppressed their ob- 
jections to such unscientific exercises and 
returned their questionnaires. 

To check the prejudices of respon- 
dents—evenly split between academia and 
the City—we asked them to grade the eco- 
nomic performance of the Tories in the 
1980s and Labour in the 1970s as they 
'ould an economics student. Mrs Thatch- 
t's government did well, with 68% of re- 
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a majority of British economists think not 


spondents awarding her at least a second- 
class degree (one gave her a first). However, 
more than half either failed the previous La- 
bour government or gave it a poor third. 
Academics were almost as damning about 
Labour's past record as City gurus. 

Yet today British economists seem will- 
ing to give the Labour party another chance. 
Some 5196 of respondents reckon that a La- 
bour government would be good for the 
economy; 1296 say it would make no differ- 
ence compared with the present govern- 
ment; 37% believed it would be bad. In 
other words, about two-thirds were unwor- 
ried by the prospect. Several added a rider: 
if Mr Michael Heseltine were to replace Mrs 
Thatcher as leader of the Tory party, bring- 
ing in more interventionist policies, there 
would be little to choose between the poli- 
cies of the two parties. 

Academics were rather nicer about La- 


bour than were City economists. Some 5596 . 


of the professors believe that Labour's poli- 
cies would be good for the economy, while 
36% said nud would be bad. British aca- 
demics tend to be leftish, and dislike Mrs 
Thatcher in particular. Remember when 
364 economists signed a statement back in 
1981, warning the nation that if the govern- 



































Not-so-shadowy John Smith 


ment persisted with its policies the economy 
would remain in recession? The government 
did, the economy did not and academics 
have perhaps learned a lesson. | 

The views of City economists were more 
surprising. Do Cic tremble in their air-con- 
ditioned towers? No, three-fifths believe La- 
bour would either be good for the econom 
or make no difference. Ex-Treasury econo- 
mists, some of whom have experience of 
working with both a Labour governme 
and a Tory one, did not differ significant 
from other City analysts. ES 

What do the economic boffins tl 


All resp 


City economists 


academic economists 
























































worry has been that Labour would indulge 
in an inflationary spending spree. But some 


ould control the growth in its spending. 


ary policies will be constrained by member- 


j ee Wit the Tories 





Pancen "D 


ER in 1981-82. 


vould help Mr Smith, £f it is he to 
“spending ambitions of the left of 
party and also provide a counter-infla- 
ry anchor for policy. The snag is that 
bour has. also said that it will pursue a 
n she gerake p rci or 








ed ber ‘than in ees EMS coun- 
s. If so, this leaves a big hole in Labour's 
counter-inflationary - ‘strategy—and casts 
oubt on why so many of the economists 
feel able to cheer Labour's policies. Perhaps 
they feel—look at today's inflation—that 
the present government's talk has been 
tougher than its actions. 

© Inflation and unemployment. Some 
61% of our sample agreed that the Tories 
would do a better job in keeping down infla- 
tion, though several added that the average 
inflation rate under Labour might be only 
-one percentage point higher than under a 
fourth Conservative government. Our 
economists were evenly split on which gov- 
rnment would deliver the best performance 
n growth or the current account. But on 
inemployment Labour won hands down, 
o believing it would produce shorter dole 
eues, as against 2196 for the Tories. 
Credit controls. Labour says it would use 
edit controls rather than relying solely on 
iigh interest rates. But 63% of all econo- 





iding 74% of those in the City). 





iting rate of income tax to 2096, to intro- 
uce a series of higher-rate tax ‘bands rising 
50%, to abolish the upper-earnings ceil- 
g on national-insurance. contributions 
implying an effective top rate of 59%), and 
oscrap higher-rate relief on mortgage inter- 






1 oder views are shining on Es e base (p prb 
of a house, but also related to an individual's 
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) Public enda | In the past, the biggest : 
68% of the economists (6696 in the City) © 
aid they believed a Labour government. 
ne reason is that Labour's fiscal and mone- - 


hip of the exchange-rate mechanism (ERM) 
f the e "Monetary: ‘System, which 


sts polled said they would not work (in- 


‘axation. ‘Labour proposes to cut the 


ncome. Three-quarters o of our economists ~~ 


d this better than the poll wx 


liked Labour's policies to improve education 
and training and hoped that these would 
boost productivity. But City economists 


- were generally sceptical about the idea of 
Japanese-style industrial policies to stimulate 


investment and encourage new firms. 

« Finally, we asked our panel which of the 
ih would make the better chancellor of 
the exchequer: Smith or Major? A third an- 
swered "don't know"; one City chap said 
"bring back Lawson”. Of the 54 economists 
who bravely made a choice, 6596 picked Mr 
Smith. Even among City economists he 
seems to have a slight edge (5596). Econo- 
mists say there is no such thing as a free 
lunch, but Mr Smith's lunching seems to be 
paying dividends. 


Press freedom 


Topsy-turvy 


R WILLIAM GOODWIN is a foolish 
young journalist. He thought statute 
law meant what people thought it meant 
and what Parliament intended it to mean. 
Not so. Last week five law lords stood the 
law concerned on its head, and on Tuesday 
Mr Goodwin was fined £5,000 as a result. 
His offence was refusal to disclose the 
source of a story. Last autumn, as a trainee 
on The Engineer, he was rung up and told 
financial details of two private companies, X 
and Y, that were seeking a big bank loan. He 
rang them up to check. Claiming the details 





e » Supply-side policies. Lots of economists E 







he questionnaire was sent in mid- 
March to 106 economists, se- 
lected in three ways. We picked. one. 
. economics professor from every Brit | 
ish university; we wrote to people on | 
the so-called "Treasury macro-econo- | 
mists in exile” list who still work as | 
economists, mainly in the City; and 
we polled British economy specialists _ 
in the City—a total of 48 academics, 
45 City folk and 13 economists in in- | 
dustry or economic research insti- | 
tutes. For each group, the response | 
rate was close to 75%. 


tnter menester mente etre nennen nt e e ve DA 








































came from a missing confidential file, they at 
once slapped his. paper with an injunction 
against publication, and then with a de- 
mand for the name of the informant. Only 
Mr Goodwin knew, and he would not tell. 

Enter the lawyers. Under the common 
law of confidentiality, a company can stop a 
paper publishing news improperly leaked 
(eg, by an employee or from a stolen file), 
unless the paper can demonstrate an over- 
riding public interest (eg, the revelation of 
wrongdoing). The company will insist that 
publication would do it dire harm. The 
judge must weigh the rival interests. 

The company may also demand the 
leaker's name, to prevent more harm. Brit- 
ish Steel did so in a 1981 case against Gra- 
nada television. It won. But on this point 
the media won a statutory change: the Co: _ 
tempt of Court Áct 1981 says a journali.. 
cannot be made to reveal a source unless 
this is "necessary in the interests of justice”. 

That isa vague phrase; but at least, jour- 
nalists thought; the British Steel case had 
been undone. They could still be censored, 
but over disclosure of a source they, not the 


angry company, now had the prima facie 


backing of the law. They need no longer 
prove any public interest. The story might 
be great or small, its source a leaker or a 
complete outsider: no matter, all that 
counted was whether "justice" required his 
name. And in a 1985 case Lord Diplock de- 
fined that term: "the administration of jus- 
tice in the course of legal proceedings". 
So— though companies X and Y did say 


_ they wished to bring proceedings against the 


unknown wie Moo, s Goodwin could think 





cases, s the “judges ined b Pack i in all the para- 
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phernalia of the law of confidentiality. Busi- 
ness "could not function", said the high 
court, if its secrets could not be kept. Mr 
Goodwin's story revealed no wrongdoing: it 
was "a wholly unjustified intrusion into pri- 
vacy', said the appeal court. 

So the aggrieved companies might 
think. But what had this to do with the “‘ad- 
ministration of justice”? The press was again 
having to prove its credentials, as if the 1981 
Act were not there. Last week Lord Bridge, 
for the law lords, contradicted Lord 
Diplock's definition. "The interests of jus- 
tice", he said, meant enabling people 


to exercise important legal rights or protect 
themselves from serious legal wrongs, whether 
or not legal proceedings would be necess 
ary....lf an employer was suffering grave 
damage from a disloyal servant it is undoubt- 
edly in the interests of justice that he should be 
able to identify him to terminate his contract of 
employment, notwithstanding that no legal 
proceedings might be necessary . 


Lord Bridge discussed how judges should 


weigh the rival claims. Is the information of 








"legitimate" public interest, making the 
source worthier of protection? "Perhaps 
more significant", did he get it legitimately? 
In sum, "justice" has no technical meaning, 
and the law is back where it was before the 
1981 Act. That is certainly not what Parlia- 
ment did, in fact, intend—as the law lords 
would know if British judges allowed them- 
selves to read records of its debates. 

The relevant section was a late, commit- 
tee-stage addition, opposed by the govern- 
ment, to the 1981 Act. The phrase "inter- 
ests of justice" was not discussed at all. But 
the entire act was concerned with the ad- 
ministration of the legal system. And the 
then attorney general cited precisely Lord 
Bridge's example—an employer wanting to 
uncover and sack a disloyal servant—as one 
in which not even a journalist but a trade 
rival to whom secrets had been leaked 

would have only to publish the secrets and the 

benefit of this privilege would attach to him. 
Parliament approved the clause. The law 
lords know better. The next Parliament 
should put them right. 








Conservation politics 


Two, not one 





FRESH round is starting in the struggle 

over the future of the government's 
two rural conservation agencies—the Na- 
ture Conservancy Council and the Coun- 
tryside Commission. The row started last 
July, when the then environment secretary, 
Mr Nicholas Ridley, announced, without 
consultation, that the NCC would be split 
into three autonomous agencies. In Scot- 
land and Wales, it was to be combined with 
the Countryside Commission. In England, 
the NCC and Countryside Commission 
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would remain separate. Now a House of 
Lords select committee chaired by Lord 
Carver has declared that "if the case for 
amalgamation in Scotland and Wales is 
more than administrative expediency, then 
it should be applied in England too". That 
misses the point. 

The two organisations are quite differ- 
ent. The NCC, based in Peterborough, looks 
after Britain's flora, fauna and geology. lt 
has a budget of £44m and a staff of over 
1,000. Its governing council, appointed by 


BRITAIN 


ministers, has lots of scientists. Its best 
known activity is the designation of 5,000 
sites of special scientific interest—areas with 
unusual flora, fauna or geology. 

The Countryside Commission has a 
much smaller staff of about 150, a budget of 
£25m and 11 commissioners, including four 
farmers. It has responsibility for ten national 
parks, the Norfolk and Suffolk Broads and 
38 areas of outstanding natural beauty 
which cover 1396 of England and Wales as 
well as much of Britain's finest coastline. It 
tries to keep footpaths open and gives grants 
for tree and hedge planting, pond clearance, 
and countryside rangers. 

The Ncc had become increasingly un- 
popular in Scotland where its battles to stop 
the spread of factory forestry antagonised 
landowners, local authorities and develop- 
ers. So Mr Malcolm Rifkind, the Scottish 
secretary, decided to nationalise it, and the 
Welsh secretary, Mr Peter Walker, copied 
him. That angered environmentalists and 
scientists alike. The new environment secre- 
tary, Mr Chris Patten, has cleverly deflected 
much of this. He set up a new joint commit- 
tee to deal with conservation issues which 
affect Britain as a whole, under Professor 
Fred Holliday, a former chairman of the 
NCC. The Ncc itself is to be chaired by Lord 
Cranbrook, an independent-minded Tory 
zoologist. The Scottish agency will be 
headed by Mr Magnus Magnusson, presi- 
dent of the Royal Society for the Protection 
of Birds, Britain's most powerful green char- 
ity and an early opponent of the merger. 

The reorganisation of the NCC forms 
part of the environment protection bill 
which has survived almost unscathed in the 
House of Commons, where Mrs are dis- 
tracted by the poll tax. It is about to reach 
the Lords, where birds and butterflies are 
taken more seriously. The government's in- 
clination is therefore to accept the ideas of 
Lord Carver's committee. Some of the staffs 
of both bodies also favour amalgamation, 
ideally with addition of the regulatory part 
of a split Forestry Commission, to create a 
countryside body with real clout. 

But that would involve a big upheaval. 
The changes already made will cost perhaps 
£20m without a single extra tree or butterfly 
to show for it. Under the chairmanship of 
Sir Derek Barber, the Countryside Commis- 
sion has flourished, making peace between 
most farmers and conservationists who a de- 
cade ago were warring tribes. It has built a 
strong position as adviser to the government 
on such controversial matters as the plan- 
ning of power stations, roads, green belt, 
new towns and mining, as well as public ac- 
cess to moors, footpaths and common land. 

In practice, its remit—to maximise pub- 
lic enjoyment of the countryside, as well as 
protecting it—conflicts with that of the 
NCC, which emphasises conservation, even 
when that means keeping people off some 
bits of land. The public interest in access to 
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.J HEN, on April 6th, the Irish Su- 
V preme Court released Mr Owen 
arron, wanted in Northern Ireland on a 
iarge of unlawully possessing a rifle and 
nmunition, Mrs Margaret Thatcher was 
ast. In. a unanimous decision, the five 
h judges refused to order the extradition 
Mr Carron, a former Sinn Fein member 
the British Parliament, because they 
und he had been charged with what 
emounted to a political offence. 

Mrs Thatcher linked the decision with 
the murder of four. iyd in an IRA bomb 
attack three days later and said she was 
very, very. depressed". Criticising recent 
kis 1 decisions. not to extradite, she said: 








RIOTING prisoners in a 
Santa Fe penitentiary in 
1980 used blow-torches to 
break into a block for pro- 
tected inmates. What fol- 
lowed made the recent riot at Strangeways 
_ prison look like a picnic, and showed that 
Britain is not the only place where prison- 
ers take things out on each other. The 
. Santa Fe rioters used their blow-torches 
.. and knives to slaughter and in some cases 
. decapitate 32 other inmates. The victims 
"were informers, sex offenders and other 
-prisoners unpopular enough to need seg- 
. regation. Santa Fe was run by a punitive 
- and unpopular governor who had relied 
. on informers to keep control. — 
. . Brutal prisons breed brutal prisoners, 
. and sex offenders are often the most con- 
- venient butt of inmate violence. The 
. Dutch, who run the gentlemen’s clubs of 
. European prisons, have no such prob- 
~ lems. They lock up a third as many peo- 
ple, relative to population, as Britain, and 
.. keep them in small units of 12. to 20 peo- 
` ple. Each unit has its own staff, who get to 
¿know a group of inmates and: can tell 
when tension is rising. So there is no need 
to segregate sex offenders; if a conflict 
arises, a prisoner is simply transferred. 
~ [n the United States, which has three 
times Britain's incarceration rate, things 
are different. Prisons themselves are so 


rife with. crime, feuds and violence that 








criminal.” True, and Irish law now agrees. 
The trouble is that it did not always. 

In a tradition inherited from Britain, 
Irish law accepts that nobody may be extra- 
dited to face prosecution for a political of- 
fence. But in 1987 Ireland put into law the 
European convention on terrorism, which 
listed specific terrorist acts, such as the use 
of bombs and automatic firearms, that could 
not be construed as political. - 

So why was Mr Carron not extradited, 
since he faced a firearms charge? In 1985 he 
had given a lift in his car to a man named 
James Maguire, who was carrying a bag con- 


taining an AKM assault rifle and 58 rounds of 


ammunition. Police searched the car and 
charged both men with possession. Ma- 
guire, now in prison in Northern lreland, 
said his aim was political—to get British 
troops out of the north, and Ireland made 
one again. Mr Carron fled to the republic 
while on bail, but was arrested there in early 
1988. | 
Since the matter dated from 1985, the 
Supreme Court applied an earlier Irish law 
to it, dating from 1965. Even so, Maguire's 
offence might have been classed non-politi- 
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‘Keeping sex offenders safe 


about 8% of i inmates require "protective 


custody "— compared with 5% in England . 


and Wales. Unlike in Britain, where about 
1096 of prisoners isolated under "rule 43" 


fear retribution for the sex offences that — 


have landed them in prison, segregation 
in America is an aspect of everyday prison 
life. Some of those who ask to be isolated 
“retribution. for : sex offences commit- 





dangerous place, prison 


titt vetement bern 


olent crime i is not 3 political li iscommon 


: lislikes the ł 3 
providing parali facilities for sex o! 


"epar 
< lieves that those who are isolated get a raw - 





ipreme Cour ound no evi- 
dence that Maguire. had intended to take 
part in the kind of atrocity which had been 
so classed even under the 1965 law. 

Mr Carron denied that he had known 
Maguire was carrying the rifle and ammuni- 
tion or that he approved of violence to 
achieve political change in the north. That, 
curiously, knocked down any claim that the 
charges against him themselves concerned a 
political offence. But his offences were con- 
nected with Maguire's; those were political; 
so Mr Carron could not be extradited. 

Further ructions are still to come. Five 
more extradition cases are outstanding in 
the Irish High Court. The five men (or more 
likely four, since one has jumped bail) will 
probably be freed on similar grounds. After 
these cases, Irish politicians say, the 1987 
legislation is likely to make it a straightfor- 
ward matter to extradite suspected terrorists 
to Northern Ireland. Mrs Thatcher will? ' 
glad to see it happen. Meanwhile her Nort 
ern Ireland secretary, Mr Peter Brooke, has — 
asked that the next meeting under the An- 
glo-Irish agreement should be entirely de- 
voted to extradition. 


contrary are afraid they will be victims of 
homosexual attacks. Many need protect- 


ing because of unpaid debts; others are ef- 
fectively. segregated as a punishment. 


With such a rich mix, a segregation unit 


. can end up being less. safe than the main 
prison. 


Practice in west O countries 


| 
H 
| 
ted against other prisoners; others on the 
tends to be closer to the Dutch model— 


.. both in locking up fewer people and in 
. keeping them largely integrated—than 
. the American. Although the British now 
i isolate sex offenders ds as a 


matter of 







ers and is urging governors to isolate ad 
jgly.- "The Prison Reform Trust. be- 





| 
deal, and claims that greater integration is | 
feasible under the right conditions. | 
The snag is that Dutch standards of | 
stafing and morale are a pipe-dream in 
places like Wandsworth and Strange- 
ways. But supervised mixing between | 
“rule 43" and other inmates has been | 
shown to work at Littlehey—a new prison | 
where morale is high. Littlehey's inmates | 
are disinclined to bully each other, not | 
least for fear of being transferred to some- | 
where nastier. | 
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Sues arising A in corporate cash 
ment, in Venio risk hedging and 
"Asset/Liability: management. Designed 
mprove practitioners’ management skills 
and understanding of analytical tools and new 
instruments. Of specialinterestto: — 

@ Corporate officers and managers of multi- 
national panies 
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BANKING STUDIES 















Discerning visitors to New York select 
The Carl lyle, one block from Central Park, 
for its consistent excellence. Each guest 
accommodation has a dedicated line 
FAX, color cable TV, VCR, Stereo and 
CD pl ayer. A new Fi tness Center is 
available for our guests. 


ives of Bagni companies | 
ants, consultants in corporate 
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tion bo leading international profesión: 
als and. academics, using proven. teaching 
methods. Worldwide, over 300 private and 
central banks, insurance companies, multina- 
tionals and other financial and industrial om- 
panies have sent their executives to 
courses since 1982. E 


For detailed brochure or further informatior MEM 


Annelies Wind or Ghassan Khoury 
International Center for Monetary 

and Banking Studies — | 
PO Box 36, 1211 Geneva 21, Switzerland. 
Tel: 22-73495 48 Fax: 22-733 38 53. 
Telex: 412 A91 pax ch 
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NE cabinet minister, bracing himself 
for next month's elections to local 






















] adily tud them." 
Die control of ey Por- 













ikely that things will go quite that badly. 
“In the last equivalent elections, in 1986, 





“seats on local councils. Fewer than usual 
of the 1,439 Tory seats being defended 
this year are in marginal areas, so the 

-slaughter should be less savage. 





camp is jittery. When the party chairman, 
-Mr Kenneth Baker, launched the Tory 
“campaign he steadfastly refused to com- 
| ment on likely gains or losses. “The only 
|. forecast I am making is that we will cam- 
|. paign vigorously and positively across the 
- country," he blustered. 

| . Department of the Environment bof- 
~ fins have been toiling with spanners and 
- glide-rules to try to ameliorate the poll tax. 





- the prime minister would allow the intro- 
. poorer payers. But more modest solu- 


^. money from general taxation, are ex- 
pected to be unveiled at October's party 
S dud] 

^ ]t is always possible thar, alte a few 








what it was meant to. Its gearing system, 
which transforms modest-seeming rises in 
expenditure into agonising rises in poll- 
tax bills, may indeed shock voters away 
from voting for high-spending Labour 
and Liberal Democrat councillors. Bright 
- Tories wisely don’t believe that. 

© The Thatcher era has seen power 
< sucked from local government to the cen- 
: tre. Tories who favour taking education 
under Whitehall’s umbrella would con- 
tinue this centralising trend. But the faint- 
est glimmerings of a new Tory agenda on 
local government suggest that ministers 
may be prepared to go in another direc- 
tion. Among ideas for a new, post-1992 
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-councils, said he felt as if he and his party - 
were waiting to bop at the Somme: 


: ey | 
worth, it will be a rout. It still seems un- 


the Conservatives lost more than 700 


But the mood in the Conservative — 


~ duction of poll-tax banding, to raise more 
from the better-off and less from the 


. tions, including fiddling the grants to ` 
various councils and extorting more _ 


years of pain, the poll tax will achieve 


wave of reforms are annual elections, — 
postal ballots, directly elected mayors and 


on` counties and boroughs: “Tories 
should never abolish cricket names,” one 
official explains). All these would be in- 
tended to make local government simpler, 
more popular and more responsive. . 

A drastic Tory reshaping of local gov- 
ernment, sold as a populist alternative to 


Labour's regional assemblies, is not on 


anyone's immediate agenda. Mr Chris 





Senior ministers pooh-pooh the story that- - Unlikely din Chamberlain 


Patten, the environment t secretary, has let 


_ it be known that the poll-tax eruption S 





must first be allowed to subside: Back in 
1983, he supported single-tier authorities 
but added that “it will be a brave or fool- 
hardy politician. who wades into these 
swamps again for some years to come.’ 


Now waist-deep, Mr Patten is not keen to 
further before 1992. But the poll- 
tax morass makes it likely that a promise 
of further reforms .of local government. 





plunge f 


will be in the Tory election manifesto.: ; 


The vision splendid. 


Mr Patten has hinted broadly that he 
would also like to impose annual, rotating 
(one-third of councillors each yeat) elec- 
tions for all councils—not just for the dis- 
trict councils and metropolitan district 
councils that already do this. He has long 
backed the idea of powerful, directly 
elected local mayors. And Mr Roger Jef- 
feries, the newly elected president of the 
Society of Local Authority Chief Execu- 
tives, detects a readiness in Whitehall to 
consider other ideas intended to improve 
accountability—referendums to decide 
the fate of large local-authority spending 
plans, postal ballots to improve turnout. 


have an abiding faith in municipal institu- 


ment and grand, marbled projects. Mr 


ing many who admire him, think this part 


. Those Liberals’ feelings 
ina Birmingham. tract published shortly 


ment der ci sonia fu was an ex- 


~ Such T" might increase the pres- 
tige, and therefore the power of local gov- 
ernment. Quite right, say some Tories, 

remembering an earlier party hero: p | 


tions, an abiding sense of the value and 
importance of local government . . . Our 
corporation represents the full authority 
of the people. Through them you obtain 
the full and direct expression of the popu-. 
lar will.” So said Joe Chamberlain, the 
Victorian statesman and civic improver, 
laying foundations for new municipal 
buildings in Birmingham in 1874. | 

The nearest modern Tory equivalent. | 
to Mr Chamberlain is Mr Michael Hes- 
eltine. He too is enthusiastic about slum- 
clearance, northern pride, civic improve- 










































Heseltine himself has been asserting the 
modern relevance of the Chamberlain 
parallel, and the need to involve people of 
wealth and drive in local administration. 
For Tories who have become bitter about 
being pushed from power by socialists in 
British cities (and who face a grim election 
in May) it is an alluring argument. 

In pursuit of his vision splendid, Mr 
Heseltine has also been championing uni- 
tary authorities and directly elected, paid, 
full-time mayors. More controversially, he 
would like to see local councils competing 
against each other for much of their re- 
sources from a central honeypot of 
money: this need to promote projects, he 
argues, would draw. businessmen back 
into the town halls. (Other Tories, includ- 


plain daft.) 

But sceptics will recall dat the Cham- 
berlain who led the Birmingham civic re- 
naissance was not the Tory imperialist he 
later became, but still a left-wing Liberal. 
s were summed up 








ted to the 


pensive administration for Birmingham 
ratepayers. Indeed, they had earlier 
formed the Economist party (no immedi- 
ate relation) and dubbed Liberal improv- 
ers the “Extravagant party . Sounds fa- 
miliar? The terrible truth is that, had 
Chamberlain been setting about his great 
works in Birmingham today (“the Town 
will be parked, paved, assized, marketed, 
Gas-and-Watered . and . improved"), he 
would have been polltax-capped by Mr 
Patten. 
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| Asian money "d 


| The Group of 
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ena while the 
yo stockmarket has 
mea by about a quarter. 


| Taiwan’s government is set to 
_| allow the creation of private 
commercial banks. There will 
ye stiff competition for li- 

‘+’ cences. Over 30 industrial 

| groups have applied, yet only 
15 are likely to be approved. 


| Bids and deals 












|. Aerospatiale, a French state- 

.[. owned aerospace company, 

-| and Messerschmitt-Bélkow- 

.| Blohm, an aerospace subsid- 

: |- iary of West Germany's Daim- 
¿| ler-Benz, have agreed to merge 
their helicopter businesses. 
The new company called 
|: Eurocopter will be the sec- 
-| ond biggest in the world, with 
J|: sales equivalent to about $1.8 
"^| billion in 1989. 



























| The United Airlines saga 
^| seems to be over. The airline 
| has agreed to a $4.36 billion 

|| takeover by its employees. 

<i United Employee Acqui- 
.|. sition Corporation is the 

| company the staff have 

|. formed to make the bid. If the 
‘| takeover goes through it will 
.| create-the largest employee- 

“| owned company in America, 


“| MCI Communications, a 
;|. big American telephone com- 
.| pany, is buying Telecom USA, 
3l anothe telephone firm, for 





$1.25 billion— pricey at 35 
times earnings. 


The attempt by Sir James _ 
Goldsmith's Hoylake group 


- to win control of B.A.T Indus- 


tries is in trouble. The Califor- 
nia insurance commissioner 
has refused to allow Hoylake 
to take control of Farmers 
Group, B.A.T's American in- 
surance subsidiary. An appli- 
cation by Axa-Midi Assur- 
ances, a big French company, 
to buy Farmers if it was sold to 
Hoylake was also rejected. 


Lotus Development, Ameri- 
ca’s second biggest computer 
software company, plans to 


„take over Novell, another 
large software house. The $1.5 


billion deal will be a stock 
swap. The combined company 
will have annual sales of about 
$1 billion, bringing it close to 
Microsoft, the market leader. 


America's Ford Motor is shift- 
ing a £225m ($370m) engine 
investment from Bridgend in 
South Wales to Cologne in 
West Germany. In part, Ford 
blamed British industrial trou- 
bles. The firm is also thinking 
of selling its farm equipment 
business, Ford New Holland, 
to Italy's Fiat. 


Fierce feuds 


The second-in-command of 
France’s Banque Paribas, An- 
dré Lévy-Lang, has begun 
talks with Marc Fournier of 
Compagnie de Navigation 
Mixte, the industrial company 
which Paribas tried to buy for 
$4.2 billion last year. Paribas 


now owns 40% of Navigation 
Mixte, while the company has 
a 12% stake in Paribas. 


The family feud surrounding 
Gallimard, France's most 
venerable publishing house, 
appears to be over. Isabelle - 
Gallimard is selling her 12.5% 
stake in the company to 
Banque Nationale de Paris, 
one of the firm’s main bank- 


ers, This strengthens the posi- | 


tion of her older brother An- 
toine, the head of the. 


company, in his battle against 


Francoise and Christian, the 
eldest children. 


Genentech, since February a 
subsidiary of Switzerland's . 
Hoffmann-La Roche, one of: 
the world's biggest drug com- 
panies, has won a patent bat- 
tle against Wellcome, a Brit- 
ish drugs firm. A Delaware 
court ruled that Wellcome had - 
infringed Genentech's patent 
by marketing its own version 
of Genentech's ATP, a drug 
used to treat heart-attack pa- 
tients. Sales of ATP were worth 
close to $200m in 1989. 


Looking east 


America's PepsiCo has signed 
the biggest pact ever between 
an American company and 
the Soviet Union: The $3 bil- 
lion deal barters Soviet ships 


and vodka for Pepsi-Cola. 


| The Soviet Union recorded 


its first official trade deficit in 
14 years. The total shortfall 
was $5.4 billion in 1989. 


The 42 countries involved in 
forming the European Bank 
for Reconstruction and 





Development agreec on the 





= Banking Committee that} bai 








since April 2nd. The firm 








bank's charter and the sha’ 
split. EC member countries t: 
gether with a couple of EC in 
stitutions will own a stake of © 
5196. Who will head the bank 
and where its home will be.a 
still undecided. 



















Over the top 


Charles Bowsher, the hea d 
America’s General Accoun 
ing Office, told the Senat 









ing out the savings and loa 
industry could cost as muc 
$500 billion over the next X 
years, roughly double the 
Bush administration’s previ- 
ous estimate. 
























The end of the Gulf War i 
fecting OPEC members’ « 
production. It is now tou 

24m barrels a day. The Mi 
dle East Economic Surve 
reckons Iran is up to its qu 
again. 

















































Dutch consumers are to pay 
higher electricity charges in 
order to pay for the planting 
of tropical trees in South . 
America to help the rain fi 
ests. In 25 years' time the tt 
will cover an area the size of 
Luxembourg. 




















Britain's oncezippy — 
fashion retailer, Next, 
lost £47m ($76m) pre-tax 
in 1989, after a profit = 
of £62m in 1989, pushing ` 
its share price down by 19% 


blamed its troubles on over- 
expansion in the mid-1980s 
and troubles with its range of | 
ladies" wear. | 
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The undersigned acted as financial advisor 
-to Minorco. 
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Will Europe's crowded airports 
strangle competition at birth? 


Congested airports and over-stretched air-traffic-control systems could 
wipe out any benefits from the planned deregulation of Europe's airlines 


ED up with air-travel delays? The night- 

mare in Europe is going to get a lot 
worse, according to a study published by the 
International Air Transport Association 
(IATA) on April 10th. It reports that a com- 
bination of congested airports and an inef- 
ficient air-trafhc-control system are prob- 
lems that European states urgently need to 
tackle. If they do not, an “open skies" policy 
of deregulation being pursued by the Euro- 


pean Commission will stand little chance of 


--toviding European passengers with the 
-ower fares and greater choice of flights en- 
joyed by American travellers. 

Competition is already being reduced 
by a recent spate of mergers and marketing 
alliances among Europe's airlines. On Janu- 
ary 12th, Air France decided to take a ma- 
jority stake in UTA, its privately-owned 
French competitor. In the process, Air 
France won control of the French domestic 
airline, Air Inter, giving it a stranglehold on 
. some 9096 of French flights. Air France has 
also signed a "co-operation" pact with West 
Germany's Lufthansa. To the west and 
north, British Airways and Holland's KLM 
are each aiming to take 20% stakes in Bel- 
gium's Sabena. The European Commission 

is investigating all these deals. 
| At the same time the Brussels trust-bust- 
ers are trying to inject more competition 
into the cartelised industry through a loos- 
ening of rules. Eventually, like airlines in 
America, European carriers will be largely 
-< free to fly where and when they like and to 





set their own fares. Although Americans 
grumble they now have a worse airline ser- 


vice, by most measures they are better off. 


Despite a wave of airline takeovers, air fares 
in Ámerica declined, after adjusting for in- 
flation, by 2696 in 1981-88. In 1988 more 
than 5596 of American passengers had a 
choice of three or more carriers, compared 
with 2896 in 1979. 

. But deregulation in Europe may never 
deliver similar benefits to passengers if the 


European Community cannot solve the re- | 


gion's growing congestion. If carriers cannot 
get take-off and landing “slots” at busy air- 
ports, they will be prevented from launching 
competing services. Even in America, con- 
gestion is beginning to curtail competition 


at some airports. A study by America’s De- 


partment of Transportation published in 


February showed that at eight busy "hub" | 


airports, where one airline commands 7596 
or more of departures, fares were 18.796 
higher on a cents-per-mile basis than the na- 
tional average. In Eutope, national airlines 
already dominate most of the big airports. 
Smaller upstart airlines are often relegated 
to less accessible secondary airports. 
Providing more capacity would not only 
ease air-travel problems in Europe, but also 
give deregulation a chance of working. Ac- 
cording to the IATA report, the extra capac- 
ity could be found. The two-year study, com- 
missioned from SRI International, a 
Californian firm of consultants, claims that, 
while many airports could be made more ef- 


number of airline passengers in 
more than oe by the end of the de 


- ing consortium, has identified 24 airpo 


waiting to take off or flying in circle: 
to land. Another 100 are flying along 





ficient, without a total reorganisation 
air-traffic-control system Europe's a 
network might grind almost to a halt 
1995, 

Congestion i is already costing Euro} 
airlines and passengers some $5 billio: 
year, the report estimates. Almost on 
in four in Europe is now delayed b 
than 15 minutes, twice the proportic 
four years ago. That will get worse i 










































to around 800m a year, as is predicted. 
Better use can be made of existi 
ports. Airbus Industrie, a European jet 










































Western Europe which could face c 
tion problems by 2000. Some, like Londo 
Heathrow and West Germany’s Frankf 
already have problems and are likely to 
main congested. The sri consultants recko 
many of these airports could meet dema 
to 2010, provided they implement existing 
expansion plans and carry out other: im- 
provements, such as providing additional 
terminals and better runways. | 
Even then the delays could get worse. 
The European air-trafhic-control system i 
too fragmented to be efficient. The sky over 
Europe is divided into a patchwork of 22 na- 
tional systems with more than 40 different 
control centres. In effect, the least effici 
centre sets the capacity on routes across Eu- 
rope. The sri consultants say that a unifi 
pan-European system could handle twice. 
much traffic. - : 
The present system causes the inde t) 
plenty of grief. Mr Tony Ryan, the chairn 
of Ireland’s GPA aircraft-leasing group 
estimated that air-traffic-control ineffici 
is responsible for about 100 jets in Euro 
any given time either sitting on the 


itous routes that double the length of: 
journeys. À study by Airbus found that 
about half of all flights across Europe or 
ate at their most efficient altitude, thz 
air-traffic-control constraints, 
With more and more flights, t 
willicome under increasing p 
because of a growing number 
sity intersections, crossroads ir 
intersection that handles- 
flights an hour strains current ai 
control procedures, according to S 
present there are about 100 such inter: 
tions throughout Western Europe, but 
the growth in traffic this could increase 
almost 450 by 2000. 
There is.an urgent need to limit 
number of high-density intersections 















this, says the report, would require 
ructuring the route patterns and air-traf- 
control sectors in most of Western 
ope. | 

Breaking up national air-trafhe-control 
; will not be easy. The consultants urge 
at European governments and the indus- 
get together and hammer out a solution. 
But a voluntary effort among Europe's gov- 
rnments will probably fail. The only alter- 
tive, claims SRI, would be to cede sover- 
eignty over national airspace to the EC. If the 
‘wants deregulation to work, it probably 
is no alternative but to assume responsibil- 


m NEW YORK 


HE biggest row that Mr Thierry 
- A. Sagnier, the editor of the World 
; Bank's internal magazine, can ever recall 
has been provoked by a letter suggesting 
othat the World Bank's staff fly business 
:ass rather than first class. "My in-box 
and doorway were jammed with missives 
sand staff denouncing me for having run 
.the letter... staff [are] concerned that 
management will take away what they 
-deem is not so much a luxury as a neces- 
sity’, he recently intoned in a memo. 

c The letter came from Dr Michael Ir- 
;win, then the director of the World 
"Bank's Health Services Department. He 
|i. saved the institution $1,900 in February 
^ and March by travelling business class 
-. rather than first class on a trip from Wash- 
ngton to East Africa. Commenting on 
his storm-in-an-expense-account to The 
Economist, Dr Irwin described himself as 
in. idealist. It is wrong, he says, that the 
staff of an institution whose stated goal “is 
-the reduction of poverty” should be enti- 
led to first-class travel on trips of over 
“nine hours, He noted thar the World 








Y Jk Baned on current 
development plans and 
forecast traffic growth 


ity : "for. Europe: s - airsp pace 
through a supra-national body. 


opposition. E did helps 
- some national flag carriers to 
retain their grip on the market. 
They won't take kindly to the 
upsurge in competition which 
a quick resolution of Europe's 
air-trafic problems would 
make possible. But that may be 
short-sighted even for the 
dominant national flag carri- 
As delays increase, Eu- 
rope's airlines (unlike Ameri- 
ca's) are going to face tough 
competition on many short- 
haul routes from the develop- 
ment and expansion of high- 
speed trains, like France's TGv. 
Airbus Industrie has calculated 
that, if the total "trip" time for taking an 
aeroplane (getting to the airport, checking 
in and delays) is about the same as the time 
it will take on a train (probably straight into 
a city centre), about half the potential air 
traffic on some European routes could be di- 
verted to trains. With the opening of the 
Channel Tunnel and with more fast rail ser- 
vices planned throughout Europe, that 
means airlines could stand. to lose a huge 
chunk of business in the densely populated 


area bounded by Paris, London, Amster- 
dam and Frankfurt. 
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à How the World Bank cuts costs 


Bank was a United Nations organisation. 
At the UN only two members of the staff, 
the Secretary General and the Director 
General, are entitled to travel first class. 
These observations cause outrage 
among his colleagues at the World Bank. 
Dr Irwin has copies of internal memos 
sent either to him or to his boss, Mr Bilsel 
Alisbah. One senior member of the staff 
writes: "My family and I will not feel safe 








The EC would face tough 









Collecting 
signatures 


BONN 


FTER gobbling up a bevy of West Ger- 

man firms in the 1980s, Daimler-Benz 
has started the 1990s with a bewildering 
spate of highly publicised international joint 
ventures and alliances. Does West Germa- 
ny's biggest. industrial group really know 
where it is going? ^. 

Within the past two months Daimler 
has agreed to: 
€ Co-operate with United Technologies, 
owner of Pratt & Whitney, on commercial. 









| jetengine projects (a deal which provoked a 


$1.15 billion suit from its former engine 
partner, General Electric). f 
e Merge its helicopter activities wit 
Aerospatiale of France, to form the world's 
second-largest helicopter maker after Sikor- 
sky of America, which happens to be owned 
by United Technologies. — - 

@ Explore with Mitsubishi the possibilities 
of co-operation in aerospace, electronics 
and services. 


€ Establish joint ventures with East Germa- 


ny's big lorry and railway-wagon makers. 
More ventures are in the offing and 

Daimler is. also about to get a new corporate 

division. It already has "Eee Mercedes- 


mene aiat A vae ee 


again until Mr Irwin. is been replaced by | 
someone who really cares." Another de- | 
scribes Dr Irwin’s recommendation as “a 
chilling statement” and says an end to | 
first class travel could lead to an increase 

in "post-mission travel-induced strokes". | 
In a hand-written note to Mr Alisbah, Mr | 
Ernest Stern, the World Bank senior vice- 
president for finance, says “it seems quite 
inappropriate for a senior manager to 
publish his personal views" in this. way. 

The World Bank's Staff Association 
argues that the policy of first-class travel 
actually saves money. In a letter published 
in the March issue of the Bank's Ad 
zine, a Staff Association official writes: ' 
business-class policy would cost the Bank 
more, mainly from the additional cost of 
stopovers not forgone and from not trav- 
elling on weekends." 

Staff indignation has triumphed. Dr 
Irwin, a 32-year veteran of the UN, has re- 
signed a year before his two-year contract 


| 
| 
| 
with the World. Bank expires. And in 1 
| 





March the World Bank reached an agree- 
ment with British. Airways that provides 
Bank staff with a "free upgrade to Con- 
corde for first class travel to/from Wash- 
ington, subject to. pe vithin 96 
hours of departure." pue. 3 
















You're heading a subsidiary of an internationally active 
company, or you're coordinating employee benefit planning on 
an international level. Your main concern is to establish local 
plans which combine maximum benefits with the best attainable 
cost effectiveness. In either case, there is one infrastructure that 
fully meets these objectives: SWISS LIFE and its international 
Network of local insurers. 

: . You see, the primary aim of the SWISS LIFE Network is to 
. provide the world's best employee benefit plans. Market-leading 
local insurers, known for their commitment to SWISS LIFE's high 
standards, link up to form the world's largest and most efficient 
. insurance Network. At one and the same time, you benefit from 
o the best available local plans tailored to suit your company's 
. needs and the backing of an experienced and reliable interna- 
< tional Network, for a cost-benefit ratio that may well astound you. 















wiss Life; 


Swiss Life, General Guisan-Quai 40, 8022 Zurich/Switzerland, Telephone 411/206 57 97, Telefax 4141/20129 77; Argentina: Sud Atlántica; Australia: c 
istria: Wiener Stádtische; Belgium: ZwitserLeven /A.G. Suisses (Swiss Life); Brazil: lochpe Seguradora; Canada: Canada Life; Chile: Renta Nacional; Colo 
ar; Denmark: PFA Pension / Statsanstalten; Finland: Ilmarinen; France: Société suisse (Swiss Life}; Germany: Schweizerische Rentenanstalt (53 
Guatemala: Seguros de Occidente; Hong Kong: Jardine Life; Ireland: Irish Life; Italy: Swiss Life (Italia); Japan: Meiji Mutual Life; Korea: Korea L 
rx wiss Life {Luxembourg}; Malaysia: Asia Life; Mexico: La Comercial; N etherlands: ZwitserLeven (Swiss Life); New Zealand: Colonial mutual; No 
_ Forsikring; Panama: Aseguradora Mundial de Panama; Philippines: Lincoln Philippine Life; Portugal: Victoria; Singapore: Asia Life; South Africa: Souther! 
`- Swiss Life (España); Sweden: Trygg-Hansa; Switzerland: Swiss Mobiliar /La Suisse / (both non-life); Taiwan: Kuo Hua Life; Thailand: Bangkok Les Unit 
USA: Swiss Life North American Services (Advisory Service) / The Guardian; Venezuela: La sii iia 


You can be confident you’re with the best in the business 
Whatever country you're in. 
If you manage a subsidiary, contact your local Swiss Life 
Network Partner - as a market leader in your country, he's easy to 
find. And if you are in parent-company management,. ca 
direct at Switzerland 41/206 5797. 












THE RIGHT DECISION 
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"ALTHOUGH 
WE DEAL 
ON 24 
STOCK EXCHANGES, 
TO US 
THERE IS ONLY 
ONE MARKET" 


DAVID BAND, 
CHIEF EXECUTIVE, 
ON 
THE GLOBAL EQUITIES MARKET 





A few years ago we talked of 
multi-national companies with 
reverential awe. 

It seemed then that only the 
very largest organisations could 
genuinely transcend national borders. 

Today, however, even relatively 
small companies are expanding 
around Europe in readiness for 
1992. While the number of European 
companies investing in North 
America has mushroomed to unpre- 
cedented levels. 

Just as these businesses are ex- 
panding out of the narrow confines 
of their home market, so too must 
the investment world. 

It is no longer sufficient for in- 
vestment banks to offer issuer or 
investor clients advice purely on their 
domestic capital market. 

These days, after all, investors 
are focusing more and more on 
global sector trends. Not just at an 
individual country’s investment 
potential. 

That’s why, at BZW, we have 
one of the world's largest teams of 
economic, fixed income and equity 
analysts. 

They provide the cross-border 
intelligence on 21 countries and 2000 
companies which backs up our ability 
to value and place securities, and 
support an after market in those 
securities, throughout the world. 

Whether it's bonds, swaps, other 
hybrid instruments or equities, we 
can now produce the right inter- 
national investment package for any 
client, anywhere in the world. 

Indeed, we now have the re- 
sources to help industry and business 
treat the world as one market. 

Just as we treat it as one invest- 


ment market. 


BARCLAYS de ZOETE WEDD 


> THE INVESTMENT BANKING ARM OF THE BARCLAYS GROUP 


Barclays de Zoete Wedd, Ebbgate House, 
2 Swan Lane, London EC4R 4TS. 












| Without any help from my friends 


All eyes are fixed on sie sickl yen. But don't relax, Washington. 


America and the dollar face tougher times ahead as the excess savings of 


the world's two 'o biggest creditors dry up 


; jl econon laby, ping asd 
any) on April 7th. With good 











since hi end of 1988, breaching a 
| three-year low of ¥160 just before the 
"meeting; it has lost 25% against the D- 
| mark over the same period. 
— ^ As Japanese policy-makers flew to 
Paris, they hoped that their G7 colleagues 
. would stand ready to bail them out just as 
— Japan had done for America in the 1987 
xuvre accord, when the Japanese agreed 
'to joint action to prop up the dollar. The 
finance ministers and central bankers did 
|. indeed reaffirm their commitment to pol- 
^"icy co-ordination to stabilise exchange 
- rates. But this is G7-speak for no action. 
Tokyo's financial markets, however, 
seemed to take the statement at face value: 
. when markets opened after the meeting 
the yen recovered to Y155 against the dol- 
lar and share prices bounced back. But 
the recovery was short-lived, with the yen 
-falling back to Y159 despite modest cen- 
tral bank intervention. Tokyo's interpre- 
o tation was wishful thinking: there was no 
specific commitment by the other G7 
members to prop up the yen, either 
through concerted foreign-exchange in- 
tervention, or by cutting their interest 
rates, The message for Japan is that, so 
f long as its troubles do not spill over into 
| other financial markets, it is on its own. 
~~ America’s Fed and the West German 
4 Bundesbank are too worried about infla- 
. tionary pressures in their own backyards 
-to cut interest rates. So if the yen starts to 
| slide further, the Bank of Japan will have 
-- to increase its discount rate—even if that 
sends the stockmarket tumbling again. — 
i — Japanese policy-makers may feel miffed 
Ie that America is turning a deaf ear after all 
the help they gave America by cutting in- 
terest rates after the Louvre accord. Ironi- 
. cally, this is partly to blame for Japan's 
~ current economic distress. The conse- 
quent surge in Japan's s money supply fu- 
elled the explosion in Japanese equity and 
land prices (and hence depressed their 
| yields), which, in turn, encouraged Japa- 
. nese investors to chase higher returns 
verseas. The huge net outflows of long- 
ital weakened the yen. But this is 
the story. Japan has been too 
slow to tighten its monetary policy and so 
must itself share the blame. 























The latest conventional wisdom says 
that while the yen is likely to remain un- 
der pressure in the short-term, in the me- 
dium-term higher interest rates will 
dampen inflation and stem the capital 
outflow by encouraging Japanese inves- 
tors to bring money back home. The yen 
is also supposed to benefit as Japan’s cur- 
rent-account surplus starts to widen again 
as the cheaper yen boosts Japanese 
exports. 





Some economists, however, such as 


the London economics team of Goldman . 


Sachs, an American investment bank, ar- 
gue that the yen is still overvalued in 
terms of purchasing power parity (ie, a 
basket of similar goods costs more in Ja- 
pan than America). Of the currencies 
they monitor, the yen is one of the most 
overvalued relative to PPP, by 13% in 
trade-weighted terms. Goldman Sachs's 
economists estimate the yen’s PPP against 
the dollar at a staggering ¥209. If correct, 
Japanese export growth will remain slug- 
gish and Japan's current-account surplus 
should shrink further. But even if the sur- 
plus falls, other long-term fundamentals 
such as stronger growth, relatively low in- 





© borrowing by the West German govern- 


tic investment) could shrink sharply. 


occur unless the United States at las 
creases taxes and cuts its budget defic 








dation and higher real interest rates » still 
favour the Es : 
Not only is Japan's willingness to » Ba 
out sensn in 1987 and stabilise Am: 
can financial markets to blame for Japan 
current problems, but it also allowed the 
American government to maintain. 
profligate borrowing. If the 67 had 
helped to prop up the dollar, Ame 
policy-makers would probably have 
forced to take tougher action to cut. 
budget deficit—and hence trim the c 
rent-account deficit —to prevent a lo 
ingdollarcrisis. — — 
Some economists argue that Amei 
will never eliminate its budget defic 
it is staring such a crisis in the face. It 
not have to wait much longer. Mr David 
Hale, the chief economist at Kemper F 
nancial Services, reckons that in the ne 
few years America could find itself E 
squeezed between a capital-hungry Euv- 
rope and a less thrifty Japan. "4 
If Japan's current-account surplus con 
tinues to shrink and its net outflow of 
-ong-term investment declines, its capital 
exports to America could start to dry up. 
Meanwhile, the capital exports of 
West Germany, the world's second big- 
gest creditor, are likely to wane. The main 
reason why bond yields have soared in | 
West Germany (see chart) is not the fear. | 
of inflation, which has been exaggerated, 
but the huge investment demands ex 
pected in East Germany as well as extra 























































ment to pay for pensions, unemployment 
benefits and spending on roads and other 
infrastructure. These will absorb a big 
slice of West Germany's private savings, 
and so over the next few years West Ger- 
many's current-account surplus (the e 
cess of its domestic savings over its dome 


In the 1990s the world's two bigge: 
creditors will not only have fewer saving 
to spare, but they may also be keen to 
vert them into new investment oppor 
ties in Eastern Europe. So with grea 
competition for global savings, Ame! 
will find it harder and costlier to borro 
The long-predicted dollar crash could ye 


But don't expect President Bush 
give in easily. In the 1980s America lai 
part of the blame for its current-accoun 
deficit on West Germany 's tight fiscal po 
icies and refused to raise its own taxes. 
not be surprised if, at this July's annual 
economic summit in Houston, Mr Bush- 
calls on other countries to increase their. - 
savings and then lectures the West Ger- |} 
man Chancellor, Mr Helmut Kohl, on his ` 
government's profligate borrowing and 
advises him to increase taxes. This time 
nobody will watch his lips. 






























uter tries to recall his strategy 


Benz (vehicles), AEG (electricals) and Deut- 
sche Aerospace (including weaponry). This 
summer it will have a fourth: Daimler-Benz 
InterServices (software, finance, insurance 
and trading) to be based in Berlin, a DMI 
_ billion ($590m) investment in what may well 
_ become the capital of a united Germany. 

< Mr Edzard Reuter, the cerebral strate- 
- gist who leads Daimler, has plausible argu- 
ments for each of the company's expansion 
ans. Daimler’s East German ventures are 
med at what even competitors agree will be 
fast-expanding East European market for 
ulk transport in the 1990s. The aerospace 
als are meant to open up new markets and 
spread costs and risks that Daimler could 
"not handle alone. Hence the deal to de- 
- velop, make and sell jet engines with Pratt & 
Whitney and the exploratory talks with 
- Mitsubishi, a sprawling cash-rich group of 
" companies with aerospace ambitions. Daim- 
ler aims eventually to exchange 
shareholdings with its partners to demon- 
_ strate that it is keenest on long-term co-op- 
eration, not isolated projects. 

But Daimler's voracious appetite for alli- 
nces looks like a panicky reaction to recent 
mistakes. A spree of domestic acquisitions 
in the mid-1980s made Daimler into one of 
irope's biggest defence suppliers just as 
e fall of the Berlin Wall made massive 
East-West arms cuts almost certain. Daimler 
now desperate to move quickly into grow- 
g new commercial markets. Whether this 
rategy is any better thought out, however, 
mains to be seen. The planned collabora- 
n with United Technologies now faces a 
ng (and possibly expensive) legal wrangle 
h General Electric, which fears a lot of its 
iluable technical data may go to its old ri- 
al via Daimler. 

_ As for the proposed collaboration with 
tsubishi, Daimler insists that it really 
eans business” , but most analysts see 
potential benefits for Mitsubishi than 
imler. These could include access to 
post-1992 European single market and 
y Eastern Europe beneath the glow of the 
P restigious. M ercedes s star. 


LN 





at home. For one thing, its new Deutsche 
Aerospace division still has to be made into 
a smoothly functioning unit; no easy task, 
since the biggest bit of it, MBB, was always a 
difficult craft to steer and is an old rival of its 
new partner, Dornier. For another, there is 
still little sign of the synergy Daimler hoped 
to achieve with its many acquisitions, espe- 
cially between AEG and other members of 
the group. Daimler’s senior management 
has been riven by a long internal dispute 
over how far the various subsidiaries should 
be free to follow their own development. 
Luckily Daimler's Mercedes car busi- 
ness (which analysts guess still accounts for 
well over half of Daimler's total profits) has 
revived from a recent sales slump. But Daim- 
ler has yet to prove that the diversification 
on which it embarked five years ago—or this 
year's flood of collaborative schemes—is 
really producing a stronger company, and 
not just a bigger one. 








Reviving Waterford crystal | 
What's in an 
address? 


DUBLIN 


SHREWD move or just a happy acci- 

dent? Waterford crystal, Ireland's best- 
known brand-name export, has never been 
marketed as an Irish product. Perhaps that 
is why a consortium of investors was willing 
in March to pay 1r£79.5m ($126m) for just 
under 3096 of the unhappy Waterford 
Wedgwood group. If the loss-making crystal 
division—burdened with debt, a history of 
mismanagement and a fractious 
workforce—cannot be put right in Ireland, 
making the luxury glass somewhere else 
might become an attractive option. Since 
the workforce went on strike on April 5th, 
the question of whether the glass-maker's 
cherished brand name could tolerate a move 
has become more than theoretical. 

The stout-hearted consortium that has 
bought a stake in the group is led by Mr 
Tony O'Reilly, an Irishman who is chairman 
of Heinz, the Anglo-American food giant. 
He is also head of Fitzwilton, a Dublin in- 
vestment company that formed a partner- 
ship with Morgan Stanley, an American in- 
vestment bank, to acquire a stake i 
Waterford Wedgwood. Their investment 
was matched with Ir£23m from existing 
shareholders. But what have they got for 
their money, aside from influence over a 
company with accumulated debt of Ir£125m 
and pre-tax losses last year of Ir£19.9m? 
They hope the answer is a brand name classy 
enough to help launch a luxury-goods com- 
pany capable someday of rivalling such pur- 


While ; cupping with these challenges - A 


| abroad, Daimler has plenty ofendstotieup | Hennessy 






as France’ $ "Moet 
0 is Vuitton group. | 

Bur first they must overcome the dam- 
age done by earlier mismanagement. When 
the Waterford brand took off in America in 
the 1960s, Waterford’s management met ex- 
ploding demand by paying the company’s 
skilled craftsmen lavishly to avoid any dis- 
ruption to production. Some skilled craft 
workers earn 1r£45,000 a year, making them 
probably the best-paid skilled workers in the 
country. An attempt in 1987 to cut costs led 
to nearly 1,000 workers being paid off with 
bag-fulls of redundancy pay. But the depar- 
ture of skilled workers immediately damaged 
the product's quality. The management's 
subsequent attempts to cut costs have em- 
bittered the company's remaining workers. 
They finally went on strike this month when 
management decided to cut their bonus pay. 

Mr O'Reilly is proud of his reputation 
as a clever cost-cutter and savvy market. ` 
man. He hopes to revive Waterford wit! 
touch of both skills, especially improving 
Waterford’s marketing in Europe and Japan. 
Should that fail to revive the company’s 
glass division (the Wedgwood china division 
is still profitable), a move abroad may have 
to be considered, warns Mr Howard Kilroy, 
the company’s chairman. 

Does he have Czechoslovakia in mind? 
The Czech province of Bohemia is world- 
famous for its cut-glass. Skilled Bohemian 
workers make much less than those in Wa- 
terford. The company's workers think the 
idea is bluff. They say the product must re- 
main Irish to retain its value. But Water- 
ford’s history seems to indicate otherwise. 
The original glass company was founded in 
1783 and closed in 1851. Its reputation for 
excellence inspired a glassmaker in 1946 to 
move to Waterford to start a new company 
under the old name. He was called Charles 


Bacik. He was a Czech. 












































Doesn't look Irish to me 








‘Computer software 


Lotus eating 


N APRIL 6th Lotus, a Boston-based 

software company which got rich sell- 
ing spreadsheets for personal computers, 
said it had agreed to buy Novell, the cham- 
pion of PC networks, for some $1.5 billion of 
Lotus's shares. Lotus is trying to shake up 
the software — and establish itself as a 





rithm net c odis Hs once a Lo- 
tus nine Novell will almost certainly exceed 
Microsoft’s expected sales of $1.1 billion 
this year. But whether the combined firms 
will also be stronger than Microsoft is 

doubtful. 
coco The problem will be management. Most 
— teovers of software companies have been 

friendly because they have had to be. A soft- 
ware company's chief assets—its program- 
mers—-can, and will, walk out any time a 
new boss annoys them. But trouble can arise 
even in friendly deals, especially if the com- 
panies’ cultures differ widely, as they do at 
Lotus and Novell. Lotus's aggressive East- 
coast MBAS are likely to make the jeans and 
T-shirt crowd at Novell, which is based in 
Provo, Utah, uncomfortable. Once the 
terms of the deal sink in, feelings in Provo 
could run pretty high: the head of Novell, 
Mr Ray Noorda, has surrendered ultimate 
control of his company to Lotus’s Mr Jim 
Manzi—even though Lotus has not had to 
cough up any cash for the privilege. 

To confound the doubters, Lotus and 
Novell have been stressing the common 
ground between them. Their sales forces 
complement each other. Lotus hopes that 
Novell’s expertise will make it better able to 





“ame out with programs that let people 


work together over networks (called 
“groupware” in the trade). Although Novell 
holds half the market for networking soft- 
ware, worth some $780m last year according 
to International Data Corporation, it is pit- 
ting its proprietary technical standard 
against a different standard adopted by 


Microsoft. Novell hopes that Lotus's en- 


dorsement will encourage other software 
companies to write programs to its standard 
rather than Microsoft's. 

Such claims miss the point. These 
muihevaunted synergies will count for noth- 
ing if Lotus's MBAs cannot motivate and re- 
tain the loyalty of Novell’s laid-back pro- 
grammers. Moreover, a simpler marketing 
alliance hetween the two companies could 
hieved much the same result, with- 
ks of an outright merger. 

re in its push against Microsoft, 
has avoided full takeovers. For over a 
it has been co-operating with 







year | 
WordPerfect, a software company noted for 
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its NUTdiorocERu DE programs. Last year it 


bought a 1596 shareholding in Sybase, a 
Californian company which sells Pc 
databases. Now that it has ties with 
WordPerfect, Sybase and Novell, Lotus is 
well on the way to building a software fed- 
eration capable of standing up to the mighty 
Microsoft. 

So why chose a merger with Novell, 
when an alliance would have done just as 
well? One reason is that Lotus could gain fi- 


nancial stability fróm the deal, which bro 









ens its product base at a stroke. Despite 
forts to diversify into products such 
financial information, the company still 
lies on its original product, the 1-2-3 bra 

spreadsheet program, for over half its s: 
If the merger works smoothly, then - 

will have the best of both worlds: siz 
strength. If not, Lotus may see its as 
leave by the nearest elevator. 
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Trade wars the Middle Eastern way 


ORE than two years into the 

intifada, or uprising against Israeli 
occupation; Palestinian farmers in the 
West Bank and the Gaza Strip are at- 
tempting to open up new export markets 
for their citrus, aubergines, olives and ol- 
ive oil with the European Community. 
But so far they have been thwarted by a 
combination of Israeli obstructionism 


and bad luck. 





Nice boxes, where are the oranges? 


In 1986 the Ec agreed to reduce by as 
much as 80% import duties on many 
items of produce exported from the oc- 
cupied territories as one way to give Pal- 

. estinian farmers an alternative market to 
Israel's, where their goods suffer from 
discriminatory taxes. That market is also 
unfairly selective. Israeli authorities peri- 
odically and capriciously ban the sale of 
all Palestinian products within Israel, 
while markets in the occupied territories 
are flooded with Israeli goods. Israeli bor- 
der guards also impose “levies” of up to 
$400 per truck from Palestinians export- 
ing produce across the Allenby bridge to 
Jordan. And due to spiralling foreign 
debt and joblessness, the Jordanians are 
anyway buying far less produce than they 
once did. 


| 





of Gaza vegetables shipped to Marseilles 


| also been plagued by complicated ship 


territories. The commission has g 







































It was only late in 1988, when the EC 
threatened to revoke certain preferential 
trade agreements, that Israel allowed P: 
estinians to act as their own shipping 
agents for export to Europe. Since then, 
however, produce shipped through le 
raeli ports has often suffered in the pro- 
cess. Last year, a 40-tonne consignment 


on a state-owned Israeli boat. arrived 
badly spoiled. It had been "accidentally 
stored at far too high a temperature. on : 


board. . e 
Would-be Palestinian exporters have. | 


ping transfers and administrative cock- 


-ups. While managers of new trading | 


start-ups in the occupied territories claim | 
they should be able to sell around 30,000 | 
tonnes of produce per year to EC mar-- 
kets, where there is growing demand for 
winter citrus and vegetables, they ate — 
finding it difficult to organise transport | 
and distribution through Israeli ports. 
When they do manage to ship their pro- 
duce, it often has to go on the smallest, 
most poorly equipped boats. 
A recent report from the European 
Parliament places the blame squarely on 
Israel. The report “condemns” the atti- 
tude of the Israeli government and cal 
on the European Commission to use 
available means—including the susp 
sion of existing preferential trade ag 
ments—-to ensure the abolition of trad 
barriers between the EC and the occupie 


bled that it may revoke the current d 
free status of Israeli citrus fruit and ci 
flowers, worth at least $1m a month; u 
less things change soon. 

For their part, the Palestinian net 
in the occupied territories have alread 
set their sights on safer, more profitab 
markets. They plan to export around 
9,000 tonnes of low-acid, organic" olive 
oil to Europe's thriving health-food mar- 
kets by the end of the year. The oil will 
not spoil on long sea voyages and is to be - 
packaged in metal containers, virtually 
impossible to break "accidentally". 
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ETTING dial baies to stop 
J making CFCs is easy. Supplying alterna- 
ves can be just as profitable. And no chem- 
cal company wants to be the last manufac- 


he burden of finding and switching to alter- 
atives falls heavily on users. Since CFCs 
vere launched in the 1930s, their splendid 
ualities—non-toxic, non-flammable, non- 
rrosive—have encouraged lots of indus- 
es to use them. In America, the world’s 
iggest consumer, some $135 billion of 
quipment relies on CFCs. A recent study for 
ymerica's Department of Energy reckoned 
hat to phase out CFCs by 2000 
ould cost $19 billion-34 bil- 
on in equipment write-offs. 
,. Keeping the cost down will 
be easier if industrial consum- 
ers can use substitutes that are 
«urrently available. Much sub- 
stitution has already taken 
lace. America has long since 
hased out CFCs in aerosols. 
ritain has followed, switching 
mainly to butane, with such 
speed that the country halved 
its CFC consumption between 1986 and 
1989. Makers of some foams are now using 
carbon dioxide to halve their use of CFCs. 
As a result, new domestic refrigerators in 
British shops have labels boasting that they 
ontain half as much CFCs as older models. 
2L, a British computer-maker, cut CFCs by 
096 by using a water-based process to clean 
tinted-circuit boards. 
- But substitution brings its own prob- 
‘ms. Some substitutes—like ammonia: in 
ommercial fridges—have been tried before 
nd abandoned because cFCs did a safer, 
ter job. Cut by more than half the CFCs 
n the foams that insulate fridges, and the 
ridges must either be bigger or use more en- 








ais (like halons, for fire-fighting) no alterna- 
ives are being developed, let alone 
iarketed. This leaves many companies in a 
ilemma: should they spend billions today 
edesigning equipment to use existing alter- 
tives or wait until the chemical. industry 
ds better CFC substitutes tomorrow? 

Unfortunately nobody knows. Show 
e substitutes will be available. And 





e being proposed. The world’s biggest 
nufacturer of CFCs, America’s Du Pont, 
eckons (see chart) that existing chemicals 
y replace one-third of CFC use, but more 
important will b 


78 





urer of environmentally nasty gases. But 





rgy. And for some ozone-damaging chemi- 


* is already controversy over some of 


house effect? 


two groups of compounds, . use the existing stock more fru- 


"hlorofluorocarbons (CFCs) hurt the ozone layer. So governments want to 
an them. But alternatives have harmful side-effects too. Should industrial 
onsumers switch now or wait for better substitutes later? 


collectively known as hydrofluoroalkanes 
(HFAs), which are now being rapidly devel- 
oped. If they can replace CFCs, the costs of 
the switch will be much lower than if com- 
pletely new technologies need to be devel- 
oped. But each group, as articles in last 
week's Nature pointed out, brings new 
green headaches. 

One group, the HCFCs, are essentially 
CFCs in which some of the chlorine is re- 
placed by hydrogen. The remaining chlo- 
rine would do some damage to the ozone 
layer, though much less than CFCs. HCFCs 
are easy to use in air conditioning, refrigera- 
tion and foam-blowing. But 
some of the greener countries 
want limits on the use of HCFCs 
written into the Montreal pro- 
tocol, the international agree- 
ment signed in 1987 to halve 
the use of crcs by the end of 
the century, when the protocol 
comes up for review at a meet- 
ing in London in June. 

The other compounds, 
HFCS, are CFCs in which all the 
chlorine is replaced by hydro- 
gen. They are used mainly in refrigeration 
and leave the ozone layer unscathed. But 
they add to the greenhouse effect—not as 
much as CFCs, but enough to worry 
environmentalists. - 

Britain's ici hopes to start commercial 
production df HFC-134A— which will be used 
as a coolant in domestic fridges 
and freezers—in January 1991. 
Du Pont also plans to make 
HFC-134A as well as HCFC-123. 
Most other substitutes are 3-5 
years from commercial avail- 
ability. Chemical. companies 
will fight hard, in the weeks be- 
fore the London meeting, to 
stop limits being put on their 
use. Such limits, they will ar- 
gue, will deter customers from 
making new investments. In- 
stead, they fear, customers will 
stick with crcs longer—or 
switch to inferior products. If 
buildings are no longer insu- 
lated. with something as good 
as CFC-blown foam, they will 
use more energy. What hope, 
then, of checking the green- 


One big way to keep down 
the cost of replacing CFCs is to 


~ gally. More than 17m metric tonnes of the 








two main CFCs had been produced by the 
end of 1988. While some of that is now blitz- 
ing ozone molecules in the stratosphere, lots 
more is still locked up, mainly in foam and 
in refrigeration units. The study by Ameri- 
ca's energy department reckoned that recy- 

cling, and a good market for second-hand 
CFCs, could cut the costs of scrapping equip- 
ment prematurely by 60-7096. 

Several companies can recyle crcs. The 
problem is extracting them efficiently and 
cost-effectively. Du Pont has recently started 
a recycling programme for CFC-11 and CFC- 
12, the two main kinds used in refrigeration 
and air conditioning. The company will ship 
containers anywhere in America to collect a 
minimum of 500lbs—but the customer has 
to meet the cost of filling the containers. 
America has tried to encourage recycling by 
exempting recycled CFCs from a tax of $1.37 
a lb levied on new crcs. Still, neither P` 
Pont nor its customers make money from 
cycling, though Du Pont hopes to do so as 
the recycling market expands. In Europe 
West Germany's Lindemann, a machinery 
maker, and Britain's Bird Oroup, a metals 
recycler, plan to team up to extract CFCs 
from the foam and compressors in domestic 
refrigerators—at the perhaps unacceptably 
high cost of £18 ($29) each—in a national 
network of recycling plants. Up until now, 
only cFCs used as coolants have been 
recoverable. 

A rise in the price of CFCs would en- 
courage recycling. Most new substitutes will 
cost four times the current price of CFCs. 
But chemical companies have been reluc- 
tant to alienate existing customers by push- 
ing up the price of CFCs, except to reflect the 
higher cost of making smaller volumes. In- 
stead they prefer to allocate smaller quanti- 
ties to existing customers. 


Recycle the food, but scrap the fridge 
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DETROIT 


. ve America’s carmakers 
headed for the junkyard? 


TILEN 


America’s car firms have still not met the challenge of Tipine compe- 


tition, Protectionism, management shake-ups and robots 


ave all failed. 


Japanese factories in America are working flat out while America’s face 
closures and losses. Ford's new boss Mr Harold Poling, Chrysler's Mr Lee 
lacocca, and GM's next chief Mr Robert Stempel must introduce huge 
changes if their companies are to survive the 1990s = 


OWNTOWN in Motor City a giant 
electronic sign relentlessly tots up the 
number of vehicles produced in America. 
But Detroit can no longer congratulate itself 
as the tally climbs, Like America’s best-sell- 
ing car, the Honda Accord, more and more 
vehicles are pouring out of Japanese-owned 
factories elsewhere in America. Japanese 
npanies now sell one in four new cars in 
-.nerica, including imports. They are ex- 
pected to sell one in three by 1992. General 
Motors, Ford and Chrysler are on a perilous 
road. They might not survive the next de- 
cade, at least in their present form. 

The inability of Detroit's carmakers to 
stem the lapanese advance has raised unset- 
tling questions about America's ability to 
. compete in manufacturing and fueled an of- 
ten emotive debate about America’s eco- 
nomic decline. In fact, the failure of De- 
troit's carmakers at home may have more to 
do with their sclerotic bureaucracies, acri- 
monious labour relations and myopic bosses 
than any general American inability to keep 
up. GM's and Ford's European operations, 
managed more nimbly largely because of 
their distance from Detroit, have been skill- 
. ful enough to ride a booming European mar- 
ket, though both companies have also bene- 
fitted from restrictions on the Japanese in 
Europe. Other American manufacturers, 
-such as Xerox and many computer compa- 






nies, have competed successfully against Jap- 
anese rivals by learning from them. 
Cocooned in Detroit, the Big Three's 
top managers have been less responsive. 
Too often GM, Ford or Chrysler have opted 
for a quick-fix diversification or manage- 
ment fad. Ánd, most ominously, they seem 
to have lost touch with the American con- 


sumer. According to a 1989 survey of 35,000 


American car owners by J.D. Power & Asso- 
ciates, a research firm, almost two-thirds of 
customers under 45 prefer Japanese cars to 
GM cars. They also prefer Japanese cars to 
Ford and Chrysler models. Winning back 
many of these younger customers, who buy 
some 5596 of all new cars, will not be easy. 

For more than 50 years Americans 
hardly knew that cars were made anywhere 
but in Detroit. The first imported Toyotas 
and Nissans arrived in 1958, but were a flop 
and had to be withdrawn. Motown folklore 
has it that the Japanese just struck lucky 
with the 1970s oil crises. Making small, fuel- 
efficient cars helped, but what kept Ameri- 
cans buying Japanese was the fact that their 
cars were of higher quality, more innovative 
and better value for money. 

That is still the Japanese advantage. 
America's carmakers have made enormous 
efforts to improve quality and productivity 
since 1980, when Japanese cars accounted 


. for some 2096 of the American market. Yet 






































as they enter the 1990s, Toyota, Nissát 
Honda and other Japanese carmakers tœ 
gether command nearly 26%. In trend-set- 
ting California, some 40% of new cars so 
last year were Japanese. Nearly all the in 
crease in Japanese market share has been ; 
the expense of the American carmaker wit 
the most to lose: GM. Rn a 

As the Japanese drive on, Detroit slogs 
it out with $1,500 rebates on new models. 
Appeals to.national pride, never very effec- 
tive with America’s discriminating shop- 
pers, have backfired. Chevy's jazzy "Heart 
beat of America” ad campaign has failed tc 
stem a three-year slide in Chevrolet’s market 
share from 15% to 13.6%. Nowadays buying. 
a Honda is just as likely to keep an American. 
in a job in Marysville, Ohio, as buying a- 
Ford keeps one employed in Detroit— 
maybe more so if the Ford is produced, as 
some are, in Mexico or South Koreas 

Perhaps the government might help 
Mr Owen Bieber, president of the Unite 
Auto Workers union, wants policymake 
"do something" to stall the Japanese ad 
vance on Detroit. He says that in a count 
with a mature car industry “you are a 
bit crazy if you invite foreigners to com 
and build a second one whose only purg 
is to displace the first". Aa 

Yet it was Detroit that originally wan 
the Japanese to compete "fairly" by buik 
cars in the markets they served. And Det 
wanted time to “adjust” with a 1981 vo 
tary export restraint, currently limiting 
nese exports to America to 2.3m cars. a yea 
The first ploy backfired and the second c 
served to make Japanese imports harde 
get, and hence more profitable. — — 

In recent years Japanese companies ha 
failed to fill their industry's import quot 
That is because as the yen rose after eat 
1985 they started to ship vehicles of a high 
value to America while their so-ca 
“transplant” factories made more of the 
hicles that were once exported. This: 
has helped keep America's trad 




















è ornly high. 
inerica's new Japanese-owned car. fac- 
ories will soon start. to reduce the deficit. 
incouraged by the high yen and the need to 
ut costs, the Japanese "transplants" are in- 
creasing the domestic content of the vehi- 
les they make in America, whether from 
American parts firms or Japanese-owned 
ones. The transplants are also becoming ex- 
porters. A report by the Los Angeles office 
sf Baring Securities estimates that by 1995 
he transplants in North America will be 
roducing more than 2.5m vehicles a year, 
:impared to 1.1m last year, and exporting 
some 300,000 of those to Japan and Europe, 
compared to Detroit's exports of 300,000 
last year, which are not expected to rise. 

It would then not be feasible for a gov- 
ernment to do anything to handicap a fac- 
tory like Nissan’s plant in Smyrna, Tennes- 
see. Its president, Mr Jerry Benefield, is a 
former Ford manager. His American team is 
“not about to stop making cars because of 
-squeals from Detroit. Quite the contrary: it 
-aims to make more of them. Last year the 
Nissan plant produced about 230,000 cars 
and light trucks. By the mid-1990s it will be 
making about 500,000. 


A bump in the market 

the transplants rev up, the new-car mar- 
ket has stalled. Car-sales last year fell 7% to 
9m, including 2.8m imports. Truck sales 
were slightly down to just below 5m. Trucks 
are an important and profitable part of the 
market. Most are pick-ups and utility vehi- 
cles, which Americans use as cars. 

É "There are 79 plants producing cars and 
light trucks in North America. Between 
them they could make 14.4m vehicles a year, 
or 16.8m with overtime, according to 
< Autofacts, a Pennsylvanian firm of motor 
- industry consultants. But actual 1990 pro- 
duction is expected to be only 11.8m, which 
means some plants stand idle much of the 
time. Last year, Ford topped the domestic 
anks by using 9096 of its carmaking capac- 
7, followed by Chrysler and GM at a dismal 
16% each. The. transplants averaged 93%. 
ing to boost their market 



























































! with the most excess 


capacity are going to get clobbered. 

What makes Mr Bennett Bidwell, boss 
of Chrysler's car division, furious is the as- 
sumption about who will be the losers. Mr 
Bidwell says the Japanese are commonly pre- 
sented in a “cloak of invincibility” while De- 
troit is clothed in “incompetence”. He has a 
point. Some of the smaller Japanese compa- 
nies look shaky, too, and South Korean im- 
ports appear to be running out of steam. Mr 
Bidwell is also correct that some of the cars 
built by GM, Ford and Chrysler can match 
some Japanese models in price and quality. 
Yet even that may no longer be good 
enough. The battleground is shifting. Pro- 
ducing low-cost, high-quality cars will be the 
minimum needed to survive in the 1990s. 
To thrive, carmakers will have to be fast and 
flexible, responding to more frequent shifts 
in consumer taste and more rapid moves by 
competitors. 

This is where many American plants are 
at a disadvantage. Most are geared to the 
mass production of a single model and, ow- 
ing to high fixed costs, must achieve almost 
full output in order to be profitable. Japa- 
nese plants are more flexible and usually 
produce a variety of different models. They 
are also capable of what the Massachusetts 
Institute of Technology describes as “lean 
manufacturing". That means they put new 
cars into production faster, assemble them 
more productively, produce more variations 
of them and make fewer of them (see chart). 

The latest car to take America by storm, 
the Mazda Mx-5 Miata, is a product of the 
lean manufacturing system. Production of 
the little open-topped sports car is likely to 
reach only 60, 000 a year. Although it is built 
in Japan, the car's initial design was done by 
Mazda's American R&D centre in Califor- 
nia. Shortening the product development 
cycle allows carmakers to respond faster to 


| anym mistakes. 


Detroit can no ee afford to make a 
slip. It needs cars that are hits, big hits. The 
ability is there: success for the stylish Taurus 


. and Sable cars led Ford's recovery from the 


edge of bankruptcy in the early 1980s. And 
Chrysler has a runaway success with its 
minivan, now being copied by the Japanese. 


But can they follow that up? The problem at 


GM is that the hits have been harder to find. 


Roger Smith's legacy 

After a nine-year reign, Mr Roger Smith will 
retire in August as chairman of the world's 
biggest carmaker. During the 1980s, GM has 
invested $77 billion modernising its opera- 
tions worldwide. It also bought EDs to mas- 
termind a computer drive and Hughes Aero- 
space to inject space-age technology into its 
vehicles. But still GM's share of the Ameri- 
can car market slumped from 46% in 197^ 
to barely 3596 last year. Mr Smith says 
leaves "the General" positioned well for the 
future. He may be the only person in GM 
who believes that. 

On April 3rd the daunting task of lead- 
ing GM into the 1990s went to Mr Robert 
Stempel, currently GmM’s president. Mr 
Stempel, 56, is a popular choice. Unlike 
most of his predecessors, he is an engineer, 
not an accountant. His enthusiasm for cars 
will help. A string of new models in GM's de- 
sign studios clearly shows that the days of 
dreary look-a-like models that did the com- 
pany so much damage are at an end. But, as 
Mr Stempel says, getting them out "quickly, 
at low cost and high quality is the key to it.” 

Mr Stempel hopes the new cars will help 
GM regain 4096 of the market within the 
next few years. Even if they do, GM would be 
top-heavy. On an annual basis, it sells about 
ten vehicles per employee; Toyota sells 45. 
More jobs among GM’s legions of white-col- 
lar staff will have to go. The company | 
already cut its worldwide payroll by abc... 
100,000 since 1981 to some 775,000. 

More factories will also have to close. 
Some of GM's plants are only ticking over. 
The giant Hamtramck plant in Detroit, 
which makes Cadillacs, is just five years old 
and heavily automated but ranks among the 
least competitive plants in the United 
States. Hamtramck is typical of GM's early 
efforts to beat the Japanese by throwing 
truckloads of cash into a new technology. 
Hamtramck had what is politely called a 
"very rough start-up." Its robots ran wild. 

Although the problems have now 
largely been tamed, GM learnt in a joint ven- 
ture with Toyota that what really mattered 
in manufacturing was people. Now the 
hourly-paid workers at Hamtramck are be- 
ing given more freedom. Operating as teams 
they establish quality levels by studying com- 
petitors’ cars, like Toyota's new upmarket 
Lexus; they invent their own ways to assem- 
ble cars more efficiently and some even ring 
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DETROIT'S BIG THREE 
up customers to see if they are happy with 
what they have built. 


The workers can now make a car in less 
than half the time it took three years ago. 
Yet efficiency is only part of the problem. 
Hamtramck was set up to make one basic 
type of car but demand for it is flat, so the 
plant works only a single shift. Flexibility is 
at last being added which could allow Ham- 
tramck to become a manufacturing centre 
for most Cadillac cars. As with the hourly- 
paid workers, GM is giving its Cadillac divi- 
sion more autonomy. It was stifled by a bu- 
reaucracy that a mid-1980s management 
shake-up was supposed to clear away. 

GM's new division, Saturn, takes the 
process further. Saturn is GM's answer to the 
Japanese transplants. It is a greenfield site in 
Spring Hill, Tennessee, which launches its 
first car this summer. Set up as an indepen- 
dent company, Saturn is supposed to pio- 
neer a new way of making cars for all of GM. 
It even has its own dealer network. Saturn 
represents everything GM has learnt about 
carmaking: the emphasis is on teamwork, 
rather than technology. Its  salaried 
workforce will produce a car that is aimed at 
competing directly with compact Japanese 
models. If Saturn works, it could win GM an 
extra 2% market share, although the $2 bil- 


lion-plus project might not make a profit un- 


til the middle of the 1990s. The immense 
task of transforming the rest of GM to resem- 
ble Saturn then lies ahead. If that cannot be 
accomplished or, worse still, Saturn is a 
lemon, GM might not survive intact. 


Parts of the GM empire still have life in 


them. GMAC, the company's financing sub- 
sidiary, Hughes and EDS make respectable 
profits. Overseas car operations are boom- 
ing and contributed $2.6 billion to overall 
net profits of $4.2 billion last year. Suitably 
distanced from Detroit's feudal dynasties 
and turbocharged by an expanding market, 
GM's European factories cannot build cars 
fast enough—even with three-shift, 24-hour 
working in Spanish factories. But without 
hit cars in America, GM would shrink slowly. 
Eventually it might reach a size at which 
raiders or bidders would strike. It might 
then be broken up. 


Ford marries Mazda 


Mr James Harbour, a Detroit manufacturing 
analyst, rocked the industry in 1980 with a 
report that the Japanese could build a small 
car for at least $1,500 less than Americans. 
Since then the gap has narrowed. Mr Har- 
bour says Ford's production costs are now 
only a few hundred dollars more per vehicle 
than Japanese ones. "If we issued a report 
card," he says, "Ford would get an A, Chrys- 
ler a C and GM would be a slow learner." Af- 
ter Ford lost more than $3 billion in 1980- 
82, it learned to be mean and lean. 

Ford's tutor was Mazda, in which the 
American company has a 25% stake. Ford's 
relationship with Mazda is becoming in- 


82 





Time for a new escort? 


creasingly entwined. Ford's plant at Wayne, 
just outside Detroit, even resembles a Japa- 
nese car factory with giant Komatsu steel 
stamping machines and uniformed manag- 
ers and workers. lt was remodelled after 
Mazda's plant at Flat Rock, Michigan. 
Wayne builds the new Escort, which is based 
on the Mazda 323. Under a "centres of 
responsibility" plan, Mazda is now in com- 
mand of all new small-car development for 
Ford. Ford of Europe does the R&D for mid- 
size models while Detroit concentrates on 
large vehicles. This seems to be working, 
though it exposes Ford to the risk of being 
shut out of the high-volume compact-car 
market if the relationship sours. 

According to researchers at Michigan 
University, the Japanese fear Ford the most 
because Ford's management is "running 
scared". How scared? Mr Harold "Red" Pol- 
ing, who replaced Mr Donald Petersen as 
chairman in March, says that worldwide 
there is capacity of 20% more cars and 
trucks than consumers will demand. "lt 
means there will be manufacturers today 
that will be unable to survive to the end of 
the century, if that long, in their present 
sizes and structures," predicts Mr Poling. 

Ford has every reason to be worried. Its 
engines are aging and its new cars are a long 
time coming. Some models, such as the Tau- 
rus which made its debut in 1985, may not 
be replaced until ten years after they were 
launched. The discounting war is also biting 
into profit margins. Even the new Escort will 
make a loss. 

Interestingly, Ford executives have 
started urging people to stop lumping their 
company together with GM and Chrysler as 
Detroit's "Big Three". Unlike the other two 
American carmakers, Ford has managed to 
increase its market share in the past decade. 
But is Ford signalling something more? With 
Mazda, Ford has the most comfortable and 
far-reaching relationship between a Western 
carmaker and a Japanese one. It could go 
further, even to a merger. Could Ford’s 


other Japanese interests? The Nissan trans- 
plant in Tennessee will be supplying panels 
for a minivan which Ford aims to build in a 
joint venture with Nissan. Ford has con- 
cluded that, to survive, it needs Japanese 
partners. 


Courting Chrysler 

Perhaps Chrysler should draw the same con- 
clusion. Industry observers reckon Honda 
and Chrysler would make a perfect mar- 
riage. Honda is strong in cars, but it does 
not make light trucks or minivans, which 
are Chrysler’s forté. The reality is different. 
Honda has shown no interest in acquiring 
Chrysler, which says it is not for sale. Bits of 
Chrysler have, however, recently been sold 
to put cash into the kitty, including 
Gulfstream Aerospace for $825m. 

Chrysler has faced tough times before. 
In 1979 a government loan guarantee saved 
it from bankruptcy. It bounced back w^ 
successful new models and in 1987 bou 
American Motors from France's Renault. 
Under its chairman, Mr Lee lacocca, Chrys- 
ler has had difficulty managing success. In 
adversity it is again relying on new models, 
but like Ford's they are a long time coming. 

Some analysts reckon Chrysler might be 
bought for $5 billion-8 billion. Although its 
1296 stake in Japan's Mitsubishi Motors 
(also recently reduced) could be sold for $1 
billion, there is not much else that could be 
sold from its core business. Chrysler is get- 
ting leaner and by the end of this year aims 
to trim $1.5 billion from its costs. It also 
needs to spend heavily on new products. All 
that, in a declining market, reduces the at- 
traction of a bid. Instead, Chrysler could 
find a partner. 

Chrysler's relations with its existing Jap- 
anese partner appear to have gone sour. The 
Mitsubishi group of companies has begun 
talks about future co-operation with West 
Germany's Daimler-Benz which could 
clude cars. Chrysler could also find a pé.. 
ner in Europe where, unlike GM and Ford, it 
does not have factories. Chrysler is building 
European relationships. It has started a joint 
venture with Renault to manufacture a Jeep- 
type vehicle in Europe and has set up an- 
other with an Austrian company, Steyr- 
Daimler-Puch, for it to assemble Chrysler's 
minivan. Fiat is another possibility. Chrys- 
ler already helps sell the Italian company's 
Alfa Romeo cars in America. 

Although very different futures may lie 
ahead for Detroit's carmakers, they face a 
common problem: somehow they have 
stopped delighting their American custom- 
ers. With more than 30 manufacturers sell- 
ing some 600 different vehicles, Americans 
have the biggest choice of cars in the world. 
Unless GM, Ford and Chrysler can recapture 
the magic which began America's love affair 
with the automobile, they will not deserve to 
survive into the next century. 
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The bank that puts the 
Arab world at your fingertips 


When you're doing business with the Arab tries GIB offers the highest professional standards 
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and contacts in the region, nobody has Singapore, Tokyo and Frankfurt - and bank- 
more to offer you than Gulf International ing connections worldwide - it is ideally 
Bank. placed to serve you wherever you are. 

Founded specifically to develop trade, Z2 For full information, contact your nearest 


industry and investment in the Arab coun- pe office. 


GIB OFFICES: HEAD OFFICE: PO. BOX 1017, MANAMA, BAHRAIN TEL (0973) 534000 TELEX: 8802 DOWALI BN 
LONDON: 2-4, CANNON STREET LONDON TEL: (044) 1 248 6411 TELEX: 8812889 GIBANK G NEW YORK: 499, PARK AVENUE, NEW YORK TEL (01) 212 303 3060 TELEX; 424027 GIBANK NY 
SINGAPORE: SHELL TOWER, 50 RAFFLES PLACE, SINGAPORE TEL: (065) 224 8771 TELEX: 28227 GIBSIN RS TOKYO: 1-1, MINAMI AOYAMA 1-CHOME, MINATO-KU, TOKYO TEL: (081) 3 423 4096 TELEX: 2425596 GIBTYO 
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Magn d s chairman, Mr John Reed, 


oddly with the state of its finances 
MERICA’S biggest bank talks and acts 


as if it were on the cutting edge of 
change. The banking world's biggest be- 
liever in gee-whiz technology, Citicorp has a 
strategy that is befittingly ambitious: to 
build the number-one global high-tech con- 
sumer bank. Yet its attempt to achieve this 
continues to be undermined by mundane 
credit problems. The concern is that Citi- 
corp does not have the capital to fulfil its 
dreams, and that financial pressure will 
force the bank, like so many other over- 
reaching financial institutions before it, to 
curb its global ambitions after millions of 
dollars have been spent. 

Such a backdown would wound Citi- 
corp’s self-confident management. It might 
be a relief to shareholders. The bank’s share 
price is now around $23, down from its high 
of $34 in 1989 and much where it was in 
1985. Mr Martin Sosnoff, a Wall Street 
money manager, reflects many investors’ 
thoughts when he says: "This bank has been 
overly ambitious in expanding its franchise 
worldwide. It has been run in a grandiose 
way which is not benefiting shareholders.” 

The crux of Citicorp’s financial di- 
lemma is insufficient equity. At the end of 
last year, the bank's tangible (ie, not includ- 
ing goodwill) common-equity ratio was a be- 
low par 3.296 of total assets of $230 billion. 
To increase this to a respectable 4.596 would 
need $3 billion of equity. Mr Reed hopes 
this can be generated internally, but in 1989 
the bank earned just $1.5 billion before a 
special provision of $1 billion against third- 
world debt. If Citicorp was as fully reserved 
against third-world debt as is its best capital- 
ised American money-centre competitor, 
J.P. Morgan, the cost of meeting the 4.5% 
ratio would rise a further $3.4 billion to $6.4 
billion. That is a lot even for Citicorp. Asset 
sales would be inevitable. 

Third-world debt remains the first and 
biggest of Citicorp’s credit problems. De- 
spite taking some well-publicised hits, the 
bank has made provisions of only $3.3 bil- 
lion against outstanding total third-world 





Citicorp's bag of troubles 
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loans (including horetenn did 
billion. This is down from Citicorp's | 
exposure of $14 billion but it is still la 
than that of any competitor. Mr Reed say 
he spends at least one-third of his time o 
what he calls the "cross-border" issue. ^. 
Citicorp gives two reasons why it is no 
appropriate to increase its third-world deb 
reserve. First, it expects to get most of its 
money back—eventually. Second, it has 
long-standing domestic Penn businesses. 
in Latin America. These reasons help ex- 
plain why Citibank was the only big bank to. 
commit new money—$394m over the next 
three years—in the recent restructuring of 
Mexico's $48.5 billion of public-sector com- 
mercial-bank debt. Sceptics such as Mr Ra- 
phael Soifer of Brown Brothers Harrimai 
think Citicorp merely cannot afford to in 
crease its reserves—it would do so if it could. 
There is also concern about two lots o 
fast-growing problem domestic loans. Thi 
are commercial-property lending and high 
leveraged transactions (HLTs). At the end 
last year Citicorp had non-performing p 
erty loans of $1.2 billion out of a portfolio 
$12.6 billion. Mr Reed says problem 1 
will continue to grow this year but the 
tion is not yet as bad as in 1974, Amer 
last big property bust, and that the ba 
lending is well spread geographically. Soi 
analysts fear that, after federal bank exa 
ers visit the bank in June, declared bad lo: 
will have to be doubled to $2.4 billion. . 
The HLT portfolio of $7.9 billion is 
substantial. Last year Citicorp was. 
banker to the abortive management buy 
of United Airlines at a price about dou 
the airline's current share price. Mr’ 





that three of the bank's four worst probl 
HLT loans have been written off to some ex 
tent. Citicorp’s non-performing loans íi 
this area will rise to $695m at the end of thi 
first quarter following the bankruptcy 
Campeau, another leveraged buy-ou 
which Citicorp was lead banker. 
Such credit problems are not th 

















































Reed gambles big again : 


iticorps troubles. The bank has made 
some lousy investments of late. It lost $500m 
buying and then shutting Scrimgeour 
Vickers, an amalgam of two once highly 
rated London stockbroking firms. This 
costly flirtation coincided with an even 
"more extravagant investment in Quotron, 
<an equities information service for money 
managers on which Citicorp has spent some 
~ $1 billion but has yet to show a profit. It now 
does not expect to until the mid-1990s. 

| Citicorp says Quotron remains a "core 
“component” of its stand-alone information 
" business. This was described by Mr Reed in 
«the 1989 annual report thus: "In the late 
1980s we started an information initiative as 
a way of reaching out to the market and to 
embrace future delivery modes." Mr Sos- 
“nof says Mr Reed sounds like “a colonel in 
the Pentagon explaining lrangate". But be- 
hind the jargon there is some sense. The 
worlds of finance and information have con- 
verged. Managing information may be the 
biggest banking challenge of the 1990s. 

— [|n Citicorp's case the convergence has 
so far had more impact in consumer bank- 


Loan-loss reserves 


hanced telephone to be 
launched in New York later 
this year. This gizmo will let 
customers pay bills and trans- 
fer funds from their armchairs. 
Citicorp hopes it will prove 
more acceptable for home 
banking than using personal 
computers has proved. 

This is the sort of kit which 
has put Citicorp in the van- 
guard of retail-banking tech- 
nology and helped its con- 
sumer business to grow big 
. enough to let it bankroll nearly 
. everything else. In 1989 Citi- 

corp made $842m from its con- 
sumer business, or 4996 of total 
earnings before reserves, even 
after absorbing a $70m loss at 
its Arizona bank. This is im- 
pressive. The consumer bank 
was established only 15 years ago and had 
still to earn a cent by 1980. It was Mr Reed 
who built the consumer bank with Mr Rich- 
ard Braddock, Citicorp's new president who 
since 1981 had looked after credit cards. 

If the consumer bank is the classic ex- 
ample of a big bet that paid off (which is why 
Messrs Reed and Braddock now run the 
show), it is also why Citicorp is comfortable 
considering information in the same way. 
Mr Jones, the chief financial officer, says the 
bank invests 1096 of its profit in informa- 
tion, less than the 2096 of profit invested ten 
years ago on the consumer business. | 

While Citicorp works for the informa- 
tion gamble to come good, it must rely on 
American consumers staying loyal They 
generate an estimated three-quarters of the 
consumer group's worldwide earnings. One 
in four American families does some sort of 
business with Citicorp. That is impressive, 
too, given the country's restrictions on in- 
terstate banking. Most of those will go by 
June 1991. Thereafter Citicorp plans to in- 
crease its 650 branches in America to 1,500. 

Citicorp’s goal is for the consumer busi- 


Share price 






"teller chis and an emn. 


% of total profit 
e mid- to late-1990s. To 


| achieve that it is investing $1 billion a year; 


$600m on marketing new products and 
$400m on systems. The focus will remain on 
the broad middle market. This will be 
reached in three ways, via branches, credit 
cards and mortgages. Citicorp is the biggest 
bank-card issuer in America with a 13% 
share of the still fragmented credit-card mar- 
ket on which it earns more than $650m a 
year. It is also America’s biggest originator 
and servicer of home mortgages, a less prof- 
itable business now than high-margin plastic 
because of the country’s thrifts debacle. 

A bigger opportunity is seen in Europe, 
which is a faster-growing banking market 
than America. Citicorp has 300 branches in 


. West Germany and 100 in Spain. It has 


scant presence in France and Britain, where 
its money shops of the 1970s were a flop, but 
its experience in building a national bz-* 
across state lines in America may be use 

in Europe after 1992. 

Citicorp claims neither to be worried 
that consumers worldwide will cease to be 
prosperous nor by the risk of surprise credit 
problems in this area. Mr Braddock says 
that history shows that consumers on aver- 
age manage their financial affairs more re- 
sponsibly than countries, companies or 
property developers. If he is right Citicorp's 
consumer business should pull the bank 
through this difficult period. If he is wrong, 
and a global recession causes a big rise in 
credit-card and mortgage defaults, then the 
bank will be all the more vulnerable. 

The message of Citibank's share price is 
that investors are not. willing to bet on the 
foresight of Messrs Reed and Braddock. Mr 
Arthur Soter, a banking analyst at Morgan 
Stanley, reckons Citicorp's consumer busi- 
ness is worth on its own $30 per share, 
which means the rest of the bank has a nega- - 
tive value. Might Mr Reed yet again put | 
money where his mouth is and unbun... 
the bank with a befittingly audacious man- 
agement buy-out of its consumer-banking 
and information businesses? | i 
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Japanese banks 


Topix for 


discussion 


TOKYO 


HE tumbling Tokyo stockmarket has 

brought mixed fortunes for Japanese 
bouis Lots of corporate customers stopped 
taking out bank loans when the stockmarket 
soared. It seemed more profitable to raise 
capital by issuing equity. Now they have 
started asking for bank loans again. Some | 
bankers might regard that as a return to the 
good old ae cies many Japa- 
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venient set-up. 


volition of all restrictions on capital: 


TALIANS make even Japanese savers 
. look profligate. With 20% of pay pack- 
ets being salted away, private Italian sav- 


ings are estimated to exceed $1 trillion. 
Stiff foreign-exchange and capital con- 
trols long kept the money in Italy, where 
| the absence of a lively private-capital mar- 
|. ket channelled it into government bonds. 
| 1talys government-debt market, worth 
now an estimated $850 billion in total, is 
~ the world’s third. largest, 
 ca's and Japan's. T 
change—not that 
 Sury seems prepared: 





ehind Ameti- 
‘his is all about to 
the Italian trea- 
for the end of 












has been for it a cosy and con- 


The European Community has 
set a deadline of July Ist for the ab- 


movements by member countries. 
Italy has dismantled many of its 
controls over the past two years. 
The only curbs left prevent Italians. 
from opening bank accounts - 
abroad and from buying foreign se- 
curities with a maturity of less than 
180 days. When these bans go over ~ 
the next couple of months, Italians 
will be free to invest in what they — 
want wherever they want. 3 

They have already started to. In 
1988, out.of a total of 180, 000.bil-- 
lion lire ($138 billion) of new savings, 296 
was invested in foreign securities. Econo- 
mists such as Mr Mario Noera of 
Euromobiliare, a Milanese merchant 
bank, think that once’ full liberalisation 
has come and Italians are more familiar 
with foreign stocks and bonds, overseas 
investment will accelerate. That will leave 
the government with an urgent need for 
new sources of funds. 

Italian individuals now hold over 9096 
of outstanding government securities. For 
an indication of the extent to which this 
might fall, look at Belgium and Holland. 
Like Italy, both countries have high pub- 
lic debt to GDP ratios (1.2 and 0.7 respec- 
tively, against Italy's 0.95 in 1988). But, 
unlike Italy, both have been free from cap- 
ital and foreign-exchange controls for a 
while. In Belgium the share of public debt 








-held by its residents is 75%; in Holland it 


is 85%. 

Going for the boss in assuming 
that over the next couple of years Italian 
residents’ holdings of government paper 
will drop to 8096, Mr Noera reckons that 
over. the next three or four years the ltal- 


ly’s debt dilemma 


Italian governments have always been able to rely on domestic savers to 
finance their most extravagant schemes. Not for much longer—and that 
means a shake-up of the Italian government-debt market 





ian treasury will be left with $100 billion- 


worth of public debt needing to be placed 
which will not be able to find its tradi- 
tional ready home. The local pension- and 
mutual-fund industries are underdevel- 
oped, so Italian institutional investors will 


. not necessarily be of much help. The trea- 


sury's alternative will be to look abroad. 


1 Gem bond markets | 
j| Outstandings, end 1988 Stm f 


| West Germany... 
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What chance does it have of attracting 
foreign investors, especially in the prom- 
ised Europe of greater cross-border finan- 
cial flows post-1992? Overseas buyers are 
already sniffing around the Italian market, 
scenting high yields. Long-term Italian 
government bonds are yielding around 
12.396, one of the highest within the EC 
for state debt. Foreign investors' share of 
Italy's public debt is now 4%. But this is 
less good for the Italian treasury than it 


might seem. A lot of those foreigners have 


been brought in by the arbitrage opportu- 

nities available on the 20 trillion lire of 

longer-term ecu debt issued by Italy. 
These are exploited like this. Àn inves- 


tor, typically an international bank, raises. 


ecus in the Euromarkets and pays six- 
month LIBOR (the banks' wholesale rate) 
for the funds. The bank then buys five- 
year, fixed-rate Certificati del Tesoro in 
Euroscudi (cres) at the Italian treasury's 
monthly auction. At today's prices, these 
yield roughly 12.2596. The bank then 
swaps with another bank the fixed-rate in- 
terest payments from the cTEs for float- 


ingrate dollars atthe prevailing swap rate. 


Today that rate is aon: 11.45%, givin 


term holders of Italian state debt. 



























































yield gain of 0.8 percentage points. 
Two things still worry foreign buye 
about the main market. One is the lir: 
reputation for softness. The other is the 
market’s structure. ; 
The currency should get a harder edge 
from the economy. This has put in a ro- 
bust performance recently. Last year, GD! 
grew by 3.496, ene 3.8% growth in 
1988. Inflation has fallen to 6% from 
8.5% in 1985. On January 8th, the lira’ 
fluctuation band within the European 
Monetary System (EMS) was cut from t 
special 6% to a standard 2.25%, a gooc 
housekeeping seal of approval. To ma 
the new level credible, the lira was. de 
ued by 3.7% against the D-mark. Sin 
then the lira has appreciated by close: 
2% against the West German currency 
The structure of the public-deb 
market has also been improved 
bit) over the past decade. Sho 
term treasury bills and longer-t 
fixed-rate bonds are now issue 
auction instead of the old prai 
of the treasury setting the pri 
There is more longer-term debt be 
ing issued, which foreign institu 
tional investors want. In 1980. 
Buoni del Tesoro Poliennali (BrPs 
and Certificati di Credito de 
Tesoro (CCTs), two sorts of longer 
term fixed-rate debt with maturities 
of four years, accounted for les 
than 40% of the Italian public-deb 
market. Today they make up a 
most two-thirds. Since January t 
treasury has been able to roll ove 
BTPs and ccTs. This gives institu 
tional investors the more liquid, stead 
supply of similar securities they prefer. 
Another reason given for the still sma 
appetite of foreign investors for It 
government bonds is the lack of hedg 
instruments: There is an over-the-counte 
market of 10 billion-15 billion lire in oj 
tions on Italian state bonds. But it is 
regulated and there are no standard c 
tracts. What institutional investors Wi 
is an organised and liquid futures m 
in long-term Italian government debt 
A further reason for foreign: 
ence is the shoddy management of It 
public debt. The 1990 budget was bill 
one to cut public spending. But alre 
the government’s borrowing target of 1 
trillion lire for this year looks unrealis 
The latest forecasts are that it could read i 
146 trillion lire bythe end of 1990. This 
will put pressure on the lira and could lead 
to interest-rate rises. Italy's politicians will 
have to wise up if they are to have any 
chance of converting foreign investors 
from pure arbitrage opportunists into. 
small-saver substitutes willing to be long- 
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ese banks have been amo: 
tors on the Tokyo Stock i 
heir portfolios are now hurting. 
Japan's big banks were mustard keen 
uyers of the new shares and equity-like in- 
ruments such as convertible bonds and 
arrant bonds that flooded on to the stock- 
arket during its bull charge between 1985 














» being able to sell off some of these “hid- 
en assets", in order to dress up their profits 
“the end of the financial year. When the 
ncial year-end (March 31st} came round 
iis time, some of their portfolios had lost 
ne-quarter of their peak value. 

= The banks’ worst worries concern their 
ikkin investments. The banks use these 
s, which are usually held by friendly in- 
ent firms or trust banks, to play the 
market anonymously so as not to scare 
yeir more conservative-minded customers 
| shareholders. A great virtue of tokkin is 
they let the banks convert capital gains 
> tax-free dividends. Along with the 
osses on the banks’ own portfolios, losses 
n tokkin will have hit the banks' pre-tax 
profits for their 1989-90 financial years, due 
be announced. shortly. These are ex- 
pected to be down by 12- 1496 compared 
ith a year earlier. 

:The prospect for 1990-91 looks even 
tse. A lot depends on how long interest 
es s as high as they are. Nobody be- 
eves that Japanese interest rares will come 


















































‘TSE continues to fall? Brokers hate to men- 
tion such things, but another 1096 decline 
n stock prices would put half of lapan's big 
commercial banks in serious difficulties. 

(C. Apart from the income they would lose 
on. their portfolios and tokkin, the banks 
uld run into problems with their capital- 
dequacy requirements. Japanese banks 
ere accused of maintaining low capital ra- 
(ie, low equity as a proportion of assets) 
they could have an advantage in markets 
und the world. The central-bankers’ 
, the Bank for International Settlements 
m Basle, has ruled that ali banks wish- 
o do business internationally will be re- 
ed to have capital ratios of at least 8% 
March 1993. Most of Japan's big banks 
achieved that by the end of 1989. But, 
do 80, they were allowed to count 4596 of 
eir “hidden assets” as capital — — 

-How much further does the Tokyo 
kmarket have to fall for Japan's big 
nks to slip below the Bis's 896 require- 
nt? Mr Robert Zielinski of Jardine Flem- 
ecurities in n Tokyo has worked out the 


nd late 1989. The banks have grown used. 


down much before the autumn. What if the - 


Catch a falling star 


| market fall that would put each of the 13 top 


Japanese banks below the BiS's minimum 
level. Some banks (eg, Sumitomo, Fuji and 
Sanwa) are already close to or even below 
the line; others (eg, Kyowa and Daiwa) are 
relatively safe. On average, says Mr Zielin- 
ski, the banks would be in trouble if the 
broad-based stockmarket index, TOPIX, fell 
to 1,941. Having started the year at 2,867, 
the index had sunk to 2,058 by April 5th 
and has yo-yoed around 2, 100-2,200 since. 


Capital-adequacy problems would not 
send banks to the wall, but they would force 


them either-to pull back loans or to raise 
new capital. Some say that capital adequacy 
would :be the least of the Japanese banks’ 
worries if the TSE sunk that low. With their 
enormous exposure to shaky property loans, 
a number of Japan's smaller regional banks 
would be in dire straits. So would many of 
the unregulated leasing and consumer-credit 
companies that have done more than most 
to finance Japan's speculative property bub- 
ble. Under the circumstances, the banks 
would. probably be given permission to 
securitise some of the Y250 trillion of corpo- 
rate loans that are on their books. But what 
would happen to Japan's shakier non-bank 
banks is anyone's guess. 








Shorting stockmarkets 
Futures in a 
basket 


UPPOSE an investor believes that over 

the next year another stockmarket will 
out-perform the Swedish one. In theory the 
investor should buy stocks in that other 
market and short Swedish ones (ie, promise 
to deliver in the future, at an agreed price, 
shares the seller expects to be able to obtain 
at a lower price before he has to deliver 





lots of mand: 





















ua ks : nd many brokers 


do not let clients short stocks (some stock- 
markets ban it). Since April 5th investors 
have had an alternative. They can now short 
a basket of Swedish blue-chip stocks 
through the European Options Clearing 
Corporation. By early summer investors 
should be able to do the same with a basket 
of West German stocks. À basket of British 
stocks could follow. 

The big attraction of these "cash bas 
kets" is that they allow investors to short 
groups of stocks quickly and easily. If they 
catch on, instead of betting whether a mar- 
ket will do well or badly, investors will be 
able to look at pairs of markets, or even of 
sectors such as cars or electronics or invest- 
ment themes, and bet on how they will per- 
form relative to each other. So an investor 
might be able to bet on, say, the quality of 
Chrysler's management by buying shares ` 
Chrysler and selling a basket of car stock 
Other possible baskets are groups of stocks 
that share some economic property, such as 
shares that. perform well when inflation is 
higher than expected. A small pension fund 
might be eager to buy such a basket, if its 
liabilities increased as inflation rose. Those 
who gain when inflation rises (borrowers) 
might want to sell such a basket. 

Basket boosters are confident that these 
new instruments will prove as popular with 
investors as did a variant, index participa- 
tions, which had a brief but glorious life on 
the Philadelphia stock exchange last year. 
Trading was only halted because of a regula- 
tory-jurisdiction dispute in America be- 
tween the Securities and Exchange Com- 
mission and the Commodity Futures Trad- 
ing Commission. Unlike index particip- 
ations, which were based on the s&P 500- 
share index, the typical cash basket will 
comprise from five to 15 blue chips, so in- 
vestors will not be exposed to the whole ec 
uity market. Many investors are wary of th« 
risks and huge size of stock-index futures. 

A cash basket will trade much like a fu- 
tures contract: Its price will reflect the value 
of the underlying stocks. When the basket is 
unwound at. maturity the owner receives 
(and the seller pays) the market value of the 
stocks contained. In contrast to a futures 
contract, the owner of the basket receives in 


cash. from the seller of the contract the divi- 


dends of the underlying stocks. The pur- 
chaser also has to pay the full value of the 
basket when buying it, whereas in a futures 
contract he puts up a fraction of its total 
value. The seller has to post collateral wth 
the clearing exchange. So unlike a futures 
contract there is no leverage, which for 
some investors will be a disadvantage. There 
will also be much less basic risk. Uncertainty 
over future dividend payments and interest 
rates will not cause the contract price to de- 
viate from that of the underlying stocks. 
















Outofr rea he 


MHE fate of the he Hoike oo consortium’ s at- 





B.A.T’S P | ia br A AU s insur- 
ance regulators. On April 9th Mrs Roxani 
peepee California’ s insurance commis- 





| Sade t. pridie EN insurer 
and a B.A.T subsidiary. Mrs Gillespie also 
torpedoed Hoylake's proposal to sell Farm- 
ers to Axa-Midi, France's third- biggest in- 
surer, for $4.5 billion—$800m less than 
B.A.T bought it for in December 1988. 
Based in Los Angeles, Farmers relies on 
alifornia for 40% of its business. Conse- 
tently, Mrs Gillespie’s ruling is likely to in- 
."muence hearings elsewhere. That spells trou- 
ble for Hoylake's managing troika, Sir James 
Goldsmith, Lord (Jacob) Rothschild and Mr 
. Kerry Packer. They need to get their plans 
~~ for Farmers approved i in the nine states in 
which the insurer is incorporated, if they are 
to relaunch their bid for B.A.T. The consor- 
tium’s original £13.4 billion ($21 billion) of- 
fer lapsed in Septembe -.1989. Unless the 
California decision is: reversed, it will stay 
that way. ads 
The chances of | getting: Mrs Gillespie to 
change her mind look slim. Worried that 
Farmers’ policy-holders will end up footing 
the bill for a highly-leveraged buy-out, she 
insisted that Hoylake come clean with its fi- 
nancing plans. Sir James and friends did not 
do so, arguing that they could not decide a 
new price for B.A.T, in part because it was in 
the throes of restructuring. They also said 
that paying fees to arrange finance for a bid 
^iat had yet to get a green light from regula- 
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tors was not in their shareholders’ interests. 


That did not satisfy Mrs Gillespie. 


Hoylake also failed to convince her that 


it would immediately dispose of Farmers if it 


acquired B.A.T. The consortium had hoped 
that by agreeing in advance to sell Farmers 
to Axa it would not have to prove it was fit 
to own an insurer, 

The California. insurance commission's 
report picked a hole the size of a tobacco 
billboard in that wheeze. It says that B.A.T's 
directors, even if they were. all Hoylake 
nominees, could not agree to sell Farmers 
without an independent ‘assessment of the 
insurer's value. That would take time and 
might produce a valuation above $4.5 bil- 


lion. If it did, Sir James and his crew would - 


have to hang on to Farmers while they hag- 
gled with Axa over the difference. 


Axa's proposal to borrow $2.25 billion | 


vía a ten-year loan and $2.25 billion via two- 
to-three year loan notes to buy Farmers also 
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Wall Street and the proxy fight 
Paper tigers 


NEW YORK 


PROXY fights are back on Wall Street. 
With the demise of junk-bond financing 
for bids, with banks reined in from risky 
lending by the regulators, and with increas- 
ingly tough state anti-takeover laws, corpo- 
rate raiders are turning again to proxy fights 
as a cheaper and more effective way of grab- 
bing control of a company. In a proxy fight 
the predator becomes a shareholder of the 
target company and then seeks to get other 
shareholders to give him the authority to 
cast their votes. Usually takeovers are won 
or lost on a majority vote of the target com- 
pany's shareholders. 

Proxy fights never went away entirely 
during the 1980s. Coniston Partners and 
Mr Carl Icahn both lost hotly contested bat- 
tles in 1988 against Gillette and Texaco r 
spectively. Mr Icahn is again involved in the 
new round. He wants usx, the steel con- 


.. glomerate of which he owns 13%, to sell at 


least 80% of its steel operations or spin them 
off as a separate unit to shareholders. A vote 


is due on May 7th. 


- launched its hostile bid for Farmers i in 1988 
^ California denied its first request for ap 
. proval and then changed its mind. Hoyla 


- failed. Mr Harold Simmons, a Dallas-base: 


event) at its annual meeting on March 










an outstanding European record," 
report, “the leverage of this deal is suc 
it would endanger the Farmers group 
surance companies." To see why, lc 
how Axa proposes to service its te 
loan. The French insurer reckons that ii 
have to extract an average dividend of s 
75% of Farmers’ net income for ten y 
compared with the 3596 a year that Fari 
has been paying out. That might have’ 
easier for the regulators to swallow ha 
not said it would use $1 billion of its. 
cash to buy a stake in Hoylake. 3 

The report also casts doubt on the 
of the assets that Axa proposes to use 
pay the loan notes. These include its i 
ment in Hoylake and a proposed equ 
fering. Questions are also raised. 
Axa's plans to fiddle with tax credit 
Farmers has been granted against 
writing losses. In reply, Axa says it will 
again about how to pay for Farmers to 
Mrs Gillespie's objections. 

So where now? Hoylake and Axa c 
ask Mrs Gillespie for another hearing; 
though, seems unlikely. They could ap 
to the California Superior Court to 0 
turn the insurance commissioner’s ruli 
Mr Claude Bébéar, Axa's ever-optimi 
chief executive, points out that, when B. 

















































can only hope that history repeats itself 
fore B.A.T escapes its clutches for good. . 
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Another proxy battle seems to be 
ing up between BTR, an acquisitive B 
conglomerate, and Norton, a maker of 
sives, BTR, whose cash bid for Norto 
been rejected, will be hoping that. 
management caves in as did those 
Great Northern Nekoosa, a paper co 
Faced with a $3.5 billion bid from. 
Pacific, another paper compan 
Northern’s management | na umb 
weekend before a special sh 
meeting when it looked as if Georgia | 
had garnered enough proxies to win. 
Northern’s management preferred an- 
hour deal to secure their jobs rather th 
risk being thrown out. |. . | 

Wall Street's interest has ben 
stirred by another set-to, though one tha 


billionaire who owns 1996 of Lockhe 
through his company NL Industries, did n 
made a formal bid for the defence compan 
rather he sought (unsuccessfully i 












































toss out the board 1 ec: 
h its diversification poli hat 
igued Wall Street was that Mr Simmons's 
mpaign won over the giant California 
ublic Employees’ Retirement System (Cal- 
ers). Public pension funds are the fastest 
rowing portion of institutional assets in 
unerica, acounting now for one-third of to- 

| pension-fund. assets and one-quarter of 
tal institutional-investor assets. The funds 
Iso becoming more active about exercis- 
ig their voting rights. - 























ui flesh-pressers now 

ers's fund managers and others of their 

rt are already becoming the subject of the 
ering attentions of a small breed of Wall 

eet specialists who were consigned to the 














idows when the junk-bondsters reigned. $4 
se are proxy solicitors, Wall Street equi- 7 e 
alents of political campaign managers. * BN ‘3 





ey identify the shareholders, both institu- 
nal and individual, group them by type 
lobby them by telephone and mail. 
y solicitors also get their client, be it 
management or dissident, to go out to press 
he flesh of shareholders, as well as organis- 
ing media advertising and the like. 
Proxy solicitation is not always good œ$ 
ean. fun. The trade received some | 
toriety when Mr Don Carter, Wall. 
treet's self-proclaimed biggest (by ! 
fees) proxy solicitor, pleaded guilty in SAS 
a New York state court on March 20th — e. a egy | 
to two felony counts of grand larteny and. — «& xe p" wi 
income-tax evasion. The flamboyant Mr ^$'* 
Carter was accused of overcharging his cli- æ% 
ents—among them (poor innocents) Mr 
-leahn and Mr T. Boone Pickens. 

- Although Mr Carter set the pace in 
adopting ever-brasher tactics, he is by no 

eans the oldest-established proxy solicitor. 
'orgeson & Co claims to have invented 

he business in 1935. Currently it is working 

or Lockheed and usx, and advising Nor- 

on. It works for dissidents, too. Since Mr 
-kens's abortive but lucrative attempt to 

over Gulf Oil in December 1983, which 

cked off the 1980s merger boom, George- 

has won 26 victories on behalf of man- 


Cag 
ement out of 31 proxy fights that went to E 
zote, and 24 out of 35 on. behalf of dissi- 




































































Caged lion 


[OV € America's proxy solici- 

tors fare in Switz erland? Swiss take- 
over law lets a company's management 
refuse to register the holdings of new 
shareholders, and thus deprive them of 
their votes, provided they know who the 
new shareholders are. That provides fun 
and games of its own: Switzerland has no 
disclosure laws. 

However, it has all UNE 
make the hostile Swiss take- | 
| 


nts. As a rule it is harder to change the 
tus quo than to defend it. 
- Georgeson says that institutional share- 
ders are usually more likely than individ- 
ls to vote for dissidents, on financial 
ounds. Many institutions, such as public 
id private pension funds, are exempt from 
X. Ás a result, they are often happy to take 
ck profit offered by the arrival of a 
ider. In contrast, widows and orphans may 
ing off a dividend income and would 
hefty capital-gains bill if they sold. A 
cal measure in proxy fights is, then, the 
ount ofa company owned by institu- 
. In Lockheed's case it was 47% at the 
rton's 69%. 


over as rare as a local coast- 

guard. But such things do hap- | 
pen. On April 10th Bank Leu 
(Lion bank), the country’s 
fifth-largest bank, was bounced 
into captivity by third-ranking 
, Crédit Suisse. Mr Kurt 
' Schiltknecht, chairman of 
Leu, says bluntly that 
Crédit Suisse was not his 
first pick. However, the 
bigger bank's stake in Leu's 
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holder Battles, Georgeson has: set up a debt- 
services division. The firm expects this to 
grow rapidly as the 1980s' debt excesses are 
restructured, a process already under way. 
In those cases where companies are simply 
too highly geared, control will increasingly 
be decided by bondholders whose consent is 
needed to make any significant changes in a 
company's capitalisation. 

For example, Georgeson is working on 
an expected refinancing for Resorts Interna- 
tional, which is in bankruptcy proceedings. 
This will be a debt-consent solicitation 
where each dollar of debt usually accounts 
for one vote and where at least a two-thirds 
majority is usually required for approval. 
The proxy solicitor's role is to identify bene- 
ficial owners of the company's bonds and 
lobby them. This is harder to do than with 
shares because there are not the same pub- 
lic-disclosure requirements. E 

The other expected growth area f 
proxy solicitors in the 1990s is those compa- 
nies virtually all of whose cash flow is going 
to service bank debt. In such cases the 
opportunity arises for friendly white knights 
in co-operation with existing management 
to buy the debt from the banks at a discount 
and then swap it for equity. Since such man- 

oeuvres will dilute existing shareholders' 
equity stakes, management has to get 

their approval. Hence the need for a 

proxy vote and a proxy solicitor. This pro- 
cess is the inverse of the leveraged buy-out, 
because debt is being turned into equity 
rather than the reverse. Several such deals 
are now in the Wall Street pipeline. 








bearer shares, thought to be 1696, and a 
probably similar-sized holding of regis- 
tered shares, gave him little choice. 
There is no doubt about Mr Schilt- 
knecht’s preferred partner—8z Bank, 
which is run by his old friend Mr Martin 
Ebner. He suggested such a link-up a year 
ago, but. Leu's directors baulked at 
teaming up with a bank that upset poten- 
tial clients by issuing warrants 
"lu 


—— ———————— tented 


on the shares of big, blue-chip 
Swiss companies without their 
consent. 

Leu is a small Jome bank 
going nowhere and. has not re- 
covered from the embarrass- 
ment of helping Guinness with 
its bid for Distillers, a fel- 
low big drinks company, in 
1986. Crédit Suisse's fierce 
corporate bankers may just - 
conceivably make Leu roar 
once more. | 
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ND TECHNOLOGY 


The starry messenger 


Galileo s s telescope. f r ed astronomers from the limits of eyesight. The space 
| ape let them capture sights unseeable from the earth. Now the long-awaited 
bble Space © elescope will push back the frontiers yet farther 


ELESCOPES are Buckets for catching 


starlight. Ever since Galileo published. 


“The Starry Messenger”, alerting them to 


.1 


four metres across. There is a five-metre (ac- 


tually, 200-inch) telescope at America's Pal- 
omar observatory, and a six-metre telescope _ 
in Russia, though it does not work very well. 


Compared to these, the Hubble tele- 
scope, developed and paid for by NAsA, with 


help from the European Space Agency, is 


rather small. The mirror it holds up to na- 


ture measures just 2.4 metres across. The im- 


portant word, though, is “up”. As this arti- 
cle went to press, the space shuttle 
Discovery was waiting to deliver it soon to 
an orbit 600 kilometres above the 
earth-—the highest a shuttle 
has ever been. From this van- 
tage point the telescope will be 
able to see the naked glories of 
the universe, while its larger 
earthbound brethren have to 
or through the veils of. the: at- 
sphere. : 
The atmosphere - distorts | 
and censors the stars. Its move o 
ing molecules interfere: with 
the passage of their 
which is what makes 
twinkle. Above the . 
sphere, images are - = 
sharper, so the Hubble tele- vus 
scope will be able to resolve im-- 
ages of objects much better. - 
than ground-based telescopes . 
can. Telescopes on the ground. 
also have to cope with light 
pollution. The seemingly dark 
night sky is in fact full of dim 
light; seeing a faint object 
through it is difficult, espe- 
cially if there are brighter 
things close by. But in space 
^ there is no background light: 
each star is a jewel on black 
. velvet. 















possibilities of such contraptions, - 
onomers have busied themselves build- 
ing: ever-bigger - buckets. Today's big tele- 
scopes gather starlight in mirrors that are 





Perhaps the worst thing about the atmo- 
sphere is that it blocks some types of star- 


light completely. Ultraviolet (uv) light from 
stars. does not reach the surface of the — 
~-earth—it is absorbed by : the ozone layer in 
. the stratosphere. That is unfortunate for — 
astronomers, because there is much to be 

- learned about the stars from looking at Uv. 
‘Smaller satellites have provided a foretaste .. 
“of that learning; the Hubble 
“provide a banquet of ultraviolet. 


From planets to quasars 


~ Most. astronomical satellites so far have been 

"designed to pick up the sorts of radiati ion. 
that do not reach the earth's surface, such as 

UV light, X-rays and the infra-red. The peo- 








ple who use such telescopes have often been 


experts at detecting a particular sort of radi- 
ation, rather than run-of-the-mill astrono- 





Here’s looking at you, kid ] 


focused by an almost-perfect mirror (if 


hind it. 


_seen from earth, or provide details of object: 
“which are otherwise just blurs. There. a 
. "also spectrometers which smear the lig 
-gathered out along a line, with the shortest 
wavelengths at one end and the longest at . 
|. the other. The wavelengths can reveal what 
= the shining object is made of, and what i 
telescope will’ making it shine. | 


;precious—it is already 20 times over 






"worthwhile. Some are relatively: close; the 
Hubble will be trained on the sun's outer- - 
most planet, tiny Pluto, which may well 
-show seasonal changes like those inferred - 


wil also be able to take pictures of Pluto 







































mers. The Hubble is different. It is imm 
ately recognisable as a telescope muci 
that found in a medium-sized observ. 
Light enters the barrel and is collected at 





mirror were as big as America, its impei 
tions would be a few centimetres high) 
focused light is then reflected from a se 
afy mirror through a small hole in the 
dle of the main mirror to form an image: ; 


Various instruments can T study ne 
image. There are cameras, which can take 
pictures of objects that are too faint to 





Because time on the Hubble : 
ubscribed—all available hours will be spe 


king at objects already known to be 


from serie of Neptune's moon, Titan. It 


moon, Charon, which is de- 
. tectable from earth only as a 
wobble in Pluto's orbit. ; 
- As well as seeing the mos! 
ke distant planet inside the solar 
= system, the telescope may see 
^ the first planets outside 
." Spotting a planet around a dis- 
B 6. tant star is like Pia to spo 
fly ina search light. Th “he fa 
| object. camera’s ability- tc 
cern dim things that ar 
2 to brighter ones, combi 
>. with a metal "finger" 
* “the camera that can be 
black out the image of a sta 
may just make it possible to 
worlds orbiting other: sun 











dc p gravity: enormo 
accumulations of mass wit 
gravitational fields so. stróng 
that nothing can escape th 
not even light. The general 
ory of relativity, which tr 
"gravity as an effect’. 
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"shape" of space, regards black holes as 
places where space has enfolded itself. They 
are bubbles cut off from the rest of the uni- 
verse. Things can fall into them, but can 
never return. 

For years, black holes roamed the fields 
of theory without ever being seen. In the 
1960s, though, astronomers began to worry 
about a new class of objects known as qua- 
sars (short for “quasi-stellar objects"). To 
the radio astronomers who first came across 
them, they looked like particularly active 
galaxies. But when optical astronomers 
looked where the radio astronomers told 
them to, they did not see the familiar ellipti- 
cal or spiral structures expected of galaxies. 
They just saw dots, like the images of stars. 

However, quasars are much further 
away than the visible stars. Their enormous 
distance was revealed by their "red shifts". 
The universe has been expanding 
evef since its explosive creation. Be- 
cause of this expansion, every point 
in the universe is moving away from 
all others; the farther away two places 
are, the faster they will recede from 
each other. This recession means that 
light travelling between the two ob- 
jects gets stretched—ie, its wave- 
length gets longer. And the farther 
away an object is from the earth, the 
more its light wil! be stretched, or 
"red-shifted". The shift of quasar 
light showed that it came from far 
away, hundreds or even thousands of 
times further than nearby galaxies. 

The quasars were as bright or 
brighter than galaxies, but also 
tiny (or they would have been 
more than dots). How could some- 
thing so small shine so brightly? This is 
where black holes come in. Gripped by the 
hole's fearsome gravity, objects fall in at 
great speed. In so doing they collide with 
each other, giving off energy. If the black 
hole is big enough, the energy released can 
be huge: a beacon bright enough to be seen 
from earth, shining more fiercely than a bil- 
lion stars. 

The idea of a few objects in the universe 
being powered by black holes weighing 10 
billion times as much as the sun was awe- 
inspiring. There was more. lt soon became 
clear that there were lots of quasars. And 
many galaxies shine much more brightly 
than they should if made up of normal stars: 
perhaps they too contain huge black holes, 
and quasars are just especially spectacular 
examples of a range of pathological galaxies. 
And what of run-of-the-mill galaxies? Rather 
than deny them super-massive black holes, 
astronomers began to kit out these galaxies 
with dormant black holes into which noth- 
ing is falling, and thus from which no energy 
is coming. In 20 years super-massive black 
holes have become almost commonplace, 
without ever having been seen. 


The nearest of these black holes may be 
92 





3 "I Yum " 


a relatively small one lurking at the core of 
the Milky Way, the galaxy of 100 billion 
stars that contains the sun. If it is there, it is 
relatively small and quiet—so much so that 
the space telescope will be unable to see it 
through the dust clouds which surround the 
core. The cores of neighbouring galaxies, 
though, are not obscured in this way. 


Black holes wanted, dead or alive 


The way to detect such an object is to watch 
the stars around it. Stars swing slowly 
around galaxies, pulled by the combined 
gravitation of all the other stars. This always 
averages out as a tug towards the centre. For 
stars close to the centre, though, this pull 
tends to be less, because most of the other 
stars are further out, and their attractions 
cancel each other. So stars in the centre will 
move more languidly—unless there is a huge 


In search of holes 





black hole at the core, in which 

case the nearby stars will whip 
around it quickly. Astronomers will use the 
Hubble to search for such starry whirlpools. 
If they find them, they will have convincing 
evidence for black holes at their centres. 

They will also look at quasars and their 
kin to try to work out how a black hole's 
gravity manages to drive such brightness. 
Take NGC 6814, a bright, active galaxy: it 
gives off X-rays, and its brightness, as mea- 
sured by an X-ray telescope, varies every 50- 
100 seconds. That means that the diameter 
of the region emitting X-rays cannot be more 
than the distance which light travels in that 
time (15m kilometres). According to theory, 
that region is probably full of hot ionised gas 
and electrons falling into a black hole about 
10 billion times the mass of the sun. This 
would probably gobble about three times 
the mass of the earth every month. The hot 
plasma around it would be cut through by 
huge magnetic fields, which accelerate some 
particles to great speeds. 

Is it this same region that produces the 
visible light from the quasar? Or does that 
come from a more distended region? By 
measuring changes in the brightness of visi- 
ble and uv light from the quasar, and com- 


paring them with x-ray data, observers 
should be able to puzzle out some of the 
mechanisms by which high-energy radiation 
produced near the black hole is turned into 
the light seen from earth. 

The telescope may also be able to see 
black holes that are not presently feeding on 
huge clouds of gas and so are not directly 
visible. Changes in the shape of space (in 
terms of which general relativity explains 
gravity) can sometimes act as lenses. The dis- 
torted space around a black hole can focus 
light from a source farther away, provided 
that the source, black hole and observer are 
all in a straight line. The image produced by 
this gravitational lensing will normally be ei- 
ther a ring or a fragment of a ring. 

Such images have been seen from earth; 
they will be seen more easily from space. 
One of the three "key projects" on the Hub- 
ble is the Medium Deep Survey. It 
will study the distribution of vari--— 
types of galaxy by using the t 
scope’s wide-field camera. Because 
different instruments in the telescope 
look in slightly different directions, 
the wide-field camera can take ran- 
dom glances at the sky while another 
instrument looks at something of par- 
ticular interest. These random pic- 
tures should provide an unbiased 
sample of what is out there. The me- 
dium deep survey should show how 
common gravitational lenses are. It 
may also find lenses so good that they 
can be used for astronomy. 


Measuring creation 


Because it takes time for light to 
travel, looking out into space means looking 
back in time. When astronomers look at 
Pluto, they see light that left the planet 5'/2 
hours before; light from the nearest star is 
four years old, light from neighbouring gal- 
axies is a couple of million years old. TI 
does not matter much; four years is not lc 
for a star, 1m years is not long for a galaxy. 
When looking at quasars, though, the time 
lag matters. Some of the quasar-light now 
falling into telescopes started its journey 
when the universe was less than a tenth of its 
present age. 

The second of the key projects on the 
Hubble exploits the great age of quasar light 
to study the evolution of galaxies. Quasar 
light that arrives at the earth is scarred. 
There will be lines in its spectrum where in- 
tervening galaxies have absorbed some of 
the light; the wavelengths at which it is ab- 
sorbed depend on which atoms are doing 
the absorbing. The spectrum of the light is 
strongly red-shifted, because the earth and 
the quasar are moving apart quite quickly, 
The absorption lines due to the intervening 
galaxies are also red-shifted, but not so 
much, because the galaxies are nearer than 
the quasars; so the galaxies can be told 
apart. Details of galaxies too dim to study in 
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For the past 
29 years 
leading 
businesses 
have done 
everything 
by the book. 


In simpler times, all that a top manager needed to move effective managers. 





Now they'll : 
do it by 
the sequel. 














an organization forward was a set of rational tools to That's why we offer you our new book. It tells how 
solve problems and make decisions. 19 of our clients—including Dow, Fuji Photo, Massey- 
And for three decades we've given our clients a pro- Ferguson, and the Federal Reserve Bank—have over- 
cess for better decision making and problem solving up come major obstacles to implement winning strategies. 
and down the organization. In fact, more than 10 million If you're a senior manager dealing with these com- 
managers use our renowned processes—described in plex challenges, we'll give you a free copy.* Just send 
The Rational Manager—on a daily basis. your business card to William Fellows, 
These days, however, assuring future KEPNER' Kepner-Tregoe, Inc., P.O. Box 704, 
success is more complicated. Setting a TREGOE Research Road, Princeton, NJ 08542. 
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* Why the offer? We think you'l be convinced by our successes with leading companies worldwide to call us in to consult with your organization. There's no obligation, of course, and the offer is 
good only while our supply lasts. P'ease specify English, French, or Japanese edition 













Hubble watches his universe expand 


mal circumstances can be revealed when 
tney are back-lit by a bright-shining quasar. 

This technique provides a cross-section 
through the history of galaxies. When galax- 
ies first formed, they probably contained lit- 
tle other than hydrogen and helium—more 
or less the only elements that came out of 
the big bang. Over time, fusion reactions in- 
side stars produced the other elements seen 
in today’s universe. The course of this slow 
evolution should be seen in the absorption 
lines. There is the chance that different 
parts of a galaxy may evolve at different 
speeds. Earth-based findings suggest this; 
the more exact space-based data, which will 
also see UV absorption lines, may confirm it 
and take the story further. 

Together with studies of the structure of 
distant galaxies—blurs from earth, but to 
the Hubble bright swirls of cream in the cof- 
fee cup of night—and attempts to see 
whether the quasars themselves are at the 

res of galaxies, the backlit galaxies could 
stly improve theories of galaxy formation. 
Or they could overturn them. | 

The third key project is the most mun- 
dane, yet possibly also the most far-reach- 
ing. The distances of far-flung objects are 
measured by red shifts, and expressed either 
in terms of the speed at which they are re- 
ceding or the amount of stretching that 
their light has undergone. The lightwaves 
from the most distant quasars yet seen have 
been red-shifted until they are 4!^ times 
their original length—like stretching 
Brünnhilde's highest notes lower than 
Wotan's lowest. 

Relative distances are better: than noth- 
ing; but to make and intéfpret exact mea- 
surements absolute distances are needed. 
The relationship between. the speed at 
which a galaxy is moving away (as ascer- 
tained from its red shift) and its distance 
from earth is governed by Hubble’s constant 

|. (hj), named after Edwin Hubble, the Ameri- 


„San astronomer who first convinced scien- 





tists about the expanding universe in the 
1920s. At present, the value of h, is uncer- 


_ tain. Some estimates make it twice as large as 


others. The space telescope should reveal 

plenty about its eponymous constant. 
Within the Milky Way, there is one way 

to determine absolute distances that de- 


„pends on giant stars called cepheids. The 
brightness of a cepheid will change as its 


outer regions rhythmically expand and con- 
tract. The rate at which they do so depends 


. on the size of the star. So from the period 


over which a cepheid's brightness changes, 
one can work out how bright the star really 
is. Compare that to its apparent brightness, 


and you can find out how far away it is. 


Cepheids can be used to measure the 


distance to the Milky Way's closest galactic 


neighbours. The Hubble should be able to 
extend this method's range, establishing the 
distance to galaxies in the Virgo cluster, the 


nearest large cluster of galaxies. Unfortu- 


nately, that is not quite good enough to cali- 
brate red-shift measurements, and thus de- 
fine h,. Relative motions between nearby 
galaxies, out as far as the Virgo group, de- 
pend on the gravitational attractions be- 
tween the galaxies; the expansion of the uni- 
verse only starts to dominate movements at 
slightly larger scales. Fortunately there is an- 
other. way to measure the distance to galax- 
ies: the Tully-Fisher method, which makes 
use of the fact that brighter galaxies tend to 
spin faster. Using the cepheid method to cal- 
ibrate the Tully Fisher method should 
—with a lot of work— provide a value for h, 
that is accurate to around 1096. 

As well as allowing much more accurate 
measurement of distances, determining h, 
will also help to fix the age of the universe. If 
h, is low, then the universe is big, about 20 
billion years old and expanding slowly. If it 
is high, then the universe may be half that 


age; if so it is expanding quickly and is quite i 


dense. High estimates of h, make the uni- 
verse younger than some of the stars within 
it. So if they were verified, some new 
theories—of cosmology, or stellar evolution, 
or both—would be in order. The constant 
also influences calculations of the density of 


the universe, and the likelihood of it eventu- - 


ally collapsing into a “big crunch”. Measur- 


ing ho may be tricky and time-consuming, 


but the reward is more than enough to make 
it worthwhile. 


And still it moves on 

For all the splendours it will reveal, the Hub- 
ble telescope is not the end-all of astronomy. 
During this decade new astronomical satel- 
lites will be launched to look at other parts 
of the spectrum—x-ray and gamma-ray sat- 
ellites to look at high-energy radiation from 


- black holes and other exotica, infra-red sat- 


ellites that can study cool clouds of gas, and 
peer through sheets of dust. There will also 
be a spate of telescope building on the 


ground. 





some respects. In other respects they 


-bucket on earth 16 times as big can off 


next decade. The next space telescope looks 
tory. If the astronomers think they can ge 


space-telescope programme may make them. 


that will sit on the moon, whose mountai 










For hes past 20 years there | as 
tle call for bigger new telescopes. A 
tronic detectors replaced photograp 
plates, it became possible to study eve 
of light that came into the telescope. 
nothing was wasted, telescopes beca 
much better starlight buckets without ne 
ing to get any bigger. Now that road hë 
been travelled to its end: detectors are ut 
likely to get much more efficient in the nea 
future, though they may improve in othe 
ways. So there are plans afoot for a new g 
eration of telescopes with mirrors rang 
from 7/2 metres to 10 metres across. 

These telescopes will rival the Hubble 




















































surpass it. The advantage gained by havin 


























the advantages of using pure, undiluted st 
light from ipe especially for spectroscopy 
The Hubble will still retain a niche, though 
both in discerning the structure of the faint- 
est objects, and in being the biggest instru- 
ment capable of seeing things - 
UV-—assuming the ozone layer holds out. - 

Providing that its solar panels can ben 
placed by shuttle maintenance flights 
(which will also add new instruments) the 
Hubble should last until the middle of the 





likely to sit, not in orbit, but on the moon 
where NASA would like to have an observa 


something out of it, they may well go along. 
with the idea. The delays and costs of the 


think twice, though. The Hubble was origi 
nally due for launch in 1983; and the $2 bil 
lion it cost could have paid for 20 ten-metre. 
telescopes on earth. The Hubble's talents. 
did not come cheap. A 
Still, by the time the 400th anniversar 
of Galileo’s first observations rolls aroun 
in 2009, people may be building telesco; 


and craters he first charted. The sights thos 
telescopes will see would have been unimag- 
inable 400 years ago. If the Hubble teles 
delivers all the wonders it might, the 
be AE nai 






















































OFFERS 


INVEST! AENT 0l 3 bene IN TRANSKEI 


Since the advent of its present Government two years ago the Transkei economy has, for the first time 
in its history, been freely opened up to foreign. investment. and development. 


A fertile and beautiful land. with’ an abundance of water, labour and recently discovered mineral 
resources, its industrial potential offers a more rapid return on investment than any other country in 
the developing world. Transkei has a relatively sophisticated infrastructure. 
The following projects being planned and in feasibility study. stage offer rewarding opportunities for 
international investment, construction and engineering ‘skills, technological “know-how” and 
Cduipmene - | 
* "Tourist Hotels and time share apartments in game and nature parks bordering 280 kilometres of 
golden beaches and river estuaries teeming with fish-—sites available with freehold title, casino 
licenses a possiblity. | 


© LOW TAX AND DUTY FREE = * Two freetrade zones, duty and exchange control free, with low tax ind harbour facilities, Sites can be 
INCENTIVES | © 5 ^. reserved now. Ready 1995, 
| A privatised duty free International Airport bos lease to international concessionaires. Enquiries 
invited, | 


Large high quality deposits of black granite. 

Silica sands for glass making. 

Titanium, Rutile, Ilmenite, Zircon in large deposits. : 
High ash low sulphur anthracitic coal in large low cost quantities. 
Copper/Nickel/Platinum deposits being evaluated. 

Kimberlite deposits. 

The geological environment is favourable to ‘Uranium. 

Limestone and travetine deposits. - 


OPPORTUNITIES FOR. 
MINING INVESTMENT. 


“ekka 
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AGRICULTURAL SECTOR | Tea successfully grown. 
“OPPORTUNITIES OFFER Sugar cane grown and exported. Local consumption of 60,000 tons per annum is imported, providing 
COMPARATIVE ADVANTAGES = = — opportunity for a mill and surplus exports. 
FOR AGRO-INDUSTRY .. * Cotton successfully grown as a research crop. 
High potential for processed meats, poultry, . fish, fruit, vegetables. 
Tobacco successfully grown as a research crop. 
Well watered savannah type pastures offer potential for cattle, dien and pigs. 
Soya bean, sunflower, maize, and potatoes grow well. 
Potential for citrus and olive plantations. 
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TIMBER BASED INVESTMENT n Transkei is sith j in soft pine, eucalyptus, m. wattle. 
OFFERS HIGH RETURNS Es Paper pulp, sawnboard and. prefab. timber homes available for export. 
* 
$ 








Current supplies offer capacity for one more chip-board factory. 
250,000 hectares available for reafforestation. 


RAPID RETURN ON INITIAL * Through establishment i incentives which, for manufacturing industr ries include: relocation costs up to 
CAPITAL FOR EXPORT (at current exchange rates) US$392,000, training subsidies rentals (factories and key staff 
ORIENTED INDUSTRIES OR | . accommodation), transport rebates and interest on a high proportion of capital invested at market 
. SERVICES SUCH AS TOURISM | rates for 10. years, it is possible to regenerate initial i investment it capital ii ina very short period. 

^" SELLING IN HARD CURRENCIES | E 


' Transkei Development Corporation i is willing to take equity in viable ne 
* Merger with a like Transkei enterprise in the private sector can give y you k 
to serve your existing markets from a low cost Transkei base. 2 
Merger with a Transkei based Far Easern Company could ease your. produets into Far Eastern 
markets from a competitive cost base with the possibility of ad dir gt to tyon product range for your 
home market. I m 





s expertise enabling you 








London, Paris or Rome Seminar on investment opportunities in diensiur or would 
like more 2 information on Transkei contact: | 


COGETRA 
. VIA TOLSTOI 86 
OR 2009885. GIULIANO MILANESE. 
MILANO, ITALY | 


PHONE 39.2.98241 127 
FAX 39. 2. 98241 142 
















ages, $34.50 and 123.95. 


; PoR is. n time. when publicity- 
“a hungry: lerics, prodded by reporters in 
ord of copy, attempt to seize headlines by 
sniffing at Christian teachings. They often 
do so on the basis of out-of-date theology, 
but get away with it because of the al- 
most total public ignorance of what 
Christian churches teach. This igno- 
rance, of course, is not the fault ofthe _ 
public but of the clerics themselves, 
who incessantly—and apparently in- 
fallibly—pontificate on current po- 
litical, economic and social excite- 
ments while neglecting to instruct 
successive generations in the timeless 
truths entrusted to them. 

Interested layfolk need despair no 
longer. Help is at hand in the shape of 
Jaroslav Pelikan’s magnificent five- 
volume history of the development of 
Christian doctrine, begun back in 
1971 and now complete with the 
publication of Volume 5, together 
with the first four volumes in paper- 
“ack. Mr Pelikan, a conservative Lu- 
¿eran who has been for many years 
the Sterling Professor of History at 
Yale University, stresses that his work 
is not a record of individual theolo- 
gians opinions, but of what the 
church “believes, teaches and 
confesses.” 

Each volume is a separate entity. 
The first starts in AD 100 and ends in 
AD 600. By then, Christian doctrine 
had achieved an “orthodox consen- 
sus"—in other words, the funda- 
mental affirmations of Christian 
dogma had emerged from a welter of beliefs 
and teachings. The price of that consensus 
was heavy. All kinds of fascinating heresies 
were thrown out: Montanism, an early form 
of charismatic Christianity which failed to 
take on board St Paul’s warning that the gift 
of tongues and other charismatic gifts were 
fine, but not the essence of Christianity; Do- 
. natism, a "rigorist" doctrine which claimed 
. that salvation would be only for the elect; 
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ISTIAN N TRADITION: A. History OF THE DEVELOPMENT OF Docrrine. By Jaroslav 
University of Chicago Press; five volumes. Volume 1, 394 pages, $14.95 and 
Volume 2, 329 pages, $12. 50 and £8.75; Volume 3, 333 pages; $14.95 and 
Volume 4, 424 pages, $17.25 and £11. 95; Volume 5 (hard cover only), 361 


Gnosticism, which, as Mr Pelikan defines it, 
taught "the cosmic redemption of the spirit 
through knowledge", combining mythology 
with philosophy and speculation with 
magic; and, last but not least, Arianism, 





What would St Paul iy! 


which denied Christ's divinity. Cardinal 
Newman, a great influence on Mr Pelikan, 
cautioned against nostalgia for the suppos- 
edly purer and clearer doctrine of those 
early Christian centuries nearest to the 
source. He compared what Christians be- 
lieved in those first centuries to a powerful 
jet bursting from the ground with all kinds 
of mud and debris in it, becoming clear and 
limpid only as the stream flowed away. 





has worn off? Be that as it may, know dge 
















































Mr Pelikan's own river flows t 
cally on to the doctrines of Eastern 
tendom in the period from 600 to 1 
(Volume 2), the growth of medieval th 
ogy from 600 to 1300 (Volume 3), refor 
tion of church and dogma from 1300 
1700 (Volume 4) to reach our own tíme 
the final, fifth volume dealing with Ch 
tian doctrine and modern culture si 
1700. The whole work is an example 
splendid scholarly detachment, seen - 
where more clearly than in the volume dea 
ing with the Reformation, the author $ 
spiritual home. He also displays coi : 
able calm and balance in the last 
when doctrines that had been 
rather than debated, for most of ( 
history were themselves called into qi 
tion: the idea of revelation, the uniquen 
of Christ, the authority ofS i 
the expectation of life after dea 
even the transcendence of God. In 
the 1990s most of the old heresies: are 
back, under different guises. 

Mr Pelikan stresses that what i 
terests him is the chorus, not the sol 
ists. The work inevitably has its hi 
roes, its towering figures—Ori 
among the Greek fathers, Augustine 
of Hippo among the. Latin fathers, 
Thomas Aquinas among medieval 
thinkers and Martin Luther among 
the reformers. Yet Mr Pelikan, noting 
that the history of church doctrine 
like all history, is dictated by the vic 
tors, also leans over backwards to giv 
the deviants from doctrine a fair hear 
ing. Helpfully, he informs the reade 
that the first clear definition of h 
tics was provided by Augustine, w 
described them as those. who 
holding false opinions — 
God, do injury to the faith itsel 
gustine also drew a useful disti 
between heretics and schisi 
who "in wicked separations brea 
from brotherly charity, althou 
may believe just what we believ. 

The study of theology is 
ning to flourish at British univer. 
and elsewhere in the western: 
An early portent of another * 
faith”, or, more likely, a modish intel 
trend liable to fizzle out when the 











the immense intellectual effort invested 
the construction of the edifice of Christ 
doctrine by the best minds of each su 
sive generation is worth having. Ánd t 
could hardly be a more lucid, readable 
genial guide to it than this marvell 
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Star-struck 


WHO got President 
Ronald Reagan to 
change his "evil empire" 
attitude to the Soviet 

9@ 2 Union? Who old him to 
go off to American-Soviet summits and 
to stay there as long as possible? Who saw 
to it that no unfavourable publicity stuck 
to the Teflon president? Who defused 
the Bitburg crisis? Why, the first lady's 
friendly astrologer, Miss Joan Quigley, of 
course. 

In “My Turn” Mrs Nancy Reagan 
speaks generously, if defensively, of the 
astrologer in San Francisco to whom she 
turned in her alarm for her husband's 
safety. Miss Quigley's astrological advice, 
she says firmly, was sought on questions 
of timing, never on policy Nor, she 
added tartly, did this advice come cheap. 

Profoundly miffed, Miss Quigley now 
has her tuppence-worth*. She under- 
charged Mr and Mrs Reagan, for a start, 





*'' "What Does Joan Say?” My Seven Years as White 
House Astrologer to Nancy and Ronald Reagan." 
Birch Lane Press; 218 pages; $17.95 


The Pacific 


Just too big 


RETHINKING THE Pacific. By Gerald Segal. 
Clarendon Press; Oxford; 400 pages; 
£37.50. To be published m America by 
Oxford University Press 


HE Pacific has come to mean much 

more than an ocean. The promoters of 
such catch-phrases as "The Pacific Cen- 
tury" and "The Pacific Rim" are not much 
interested in huge wastes of water and the 
tiny, often impoverished, islands favoured 
by Stevenson and Gauguin. The new, fash- 
ionable, Pacific contains the Americas and 
Japan and large parts of Asia. There seems 
no end to it. No wonder it is plausibly spo- 
ken of as the place of the future- 

Gerald Segal's timely book points out 
that this expanded Pacific is not a coherent 
area. A Pacific community on this scale does 
not exist, when looked at from the point of 
view of language and religion. Ideologically, 
and thus militarily, it is divided. Neither is 
there a natural unity among its economies. 
Pacific trade is dominated by the United 
States, which is also an Atlantic power, and 
Japan, an honorary western power. A sort of 
unity over parts of the region might be 
achieved by Japan. But no one, perhaps not 
even a majority of thinking Japanese, desires 
a new (even non-military) version of the “co- 
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she says. She was called in to change the 
first lady's image—"l want everyone to 
love me"—which she accomplished 
promptly. She then went on to advise 
the president, through her telephone 
conversations with his wife, on what he 
should do as well as when he should do 
it, and she was gratified to see her orders, 
particularly on foreign policy, faithfully 
carried out. 

Miss Quigley, not a modest lady, ana- 
lysed Mr Mikhail Gorbachev's horo- 
scope—and the relationship of his sun to 
Mr Reagan's moon—and saw how propi- 
tious their meetings would be. So she 
told Ronnie to go for it. A couple of years 
later, just look at the consequences. 

But, wise woman, she covers her bets: 
"| fear that the wheels I set in motion 
may run uncontrolled into tragedy be- 
cause as you will see advice | gave later 
[she told him not to sign the INF treaty in 
Moscow] may have been 
ignored." Let us hope 
that President Bush is 
taking even greater 
astrological care. 








prosperity sphere" of the 1930s. 

Mr Segal has made a masterly survey of 
the new Pacific. At the end of it, though, he 
seems unsure in what direction the "re- 
thinking" of the title should go. He contents 
himself with the reasonable assertion that, 
yes, the Pacific is important and its diversity 
is fascinating, but what matters now is 
global interdependence. He displays an hon- 
ourable doubt. The book's importance is to 





expose the flaw in much of present Pacific 
thinking. If only he persuades the Pacific 
Century enthusiasts to stop adding even 
more new countries to their concept, he will 
have achieved a great deal. 





Science and politics 


Ad-hocracy 


THE Space TELEsCOPE. By Robert Smith. 
Cambridge University Press; 478 pages; 
£40 and $39.95 


N a scientist mentions the secrets 
of the universe, reach for your wallet. 
The word "big", as applied to science, al- 
ways refers to the budget. It also applies to 
the promise of future knowledge, the size of 
the technical problems to be overcome, *** 
degree of political finagling to be expec 
and the breadth of the coalition of interests 
required to see the project through. 

In his authoritative account of NASA's 
space telescope project, Robert Smith pro- 
vides a fascinating history of the political 
and technical problems of turning ideas into 
hardware. The idea can be traced back to a 
paper written by Lyman Spitzer, a Yale 
astronomer, in 1946: “Astronomical Ad- 
vantages of an Extra-Terrestrial Observa- 
tory’. To realise it, the space telescope had 
to be made into something which enough 
people wanted. First, Mr Spitzer's peers— 
the astronomers—had to be convinced it 
would be useful. Then NASA had to be con- 
vinced it would fit into their plans; the tele- 
scope eventually found its niche as a way of 
justifying the space-shuttle project. Politi- 
cians were then enrolled—some on the basis 
of jobs in their constituencies, others by ap- 
peals (possibly far-fetched) to their love of 
knowledge. 

The telescope alliance—Mr Smith lil 
the term "ad-hocracy" —perpetually shifted 
its ground. Once the shuttle was well on the 
way to development, NASA was willing to let 
the telescope programme slide; the astrono- 
mers and the well disposed politicians re- 
sisted. A new institute, independent of 
NASA, had to be formed to manage the tele- 
scope, in part to mollify those astronomers 
who feared that astronomy in space would 
detract from earth-based work. 

By making exhaustive use of personal 
files and interviews, Mr Smith has produced 
the best account yet of the wasteful pragma- 
tism that dominates big science. Wasteful, 
because without concessions things could be 
done quicker and cheaper. Pragmatic, be- 
cause without concessions they would never 
get done at all. Anyone who wants to under- 
stand how America sets about big science— 
from mapping genes to smashing atoms— 


should read this book. 
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Literary lives 


Man and boy 


NovELISTS iN THEIR YOUTH. By John 
Halperin. Chatto & Windus 257 pages; 
£20 





OOO VIVE me the fis 20. or 30 years of an 
J author's life," says John Halperin, 

"and I think I can explain . . . some of the 
reasons why the texts produced during the 
author's maturity came into being," An un- 
fashionable notion these days, and applied 
' by Mr Halperin to six very well-known writ- 
ers (James, Conrad, Hardy, Wharton, Gis- 
sing and Maugham). Yet familiar territory is 
made refreshingly new by the astuteness of 
many of Mr Halperin’s perceptions; an 
agreeably readable style is enhanced by his 
feit. as a raconteur and quoter of comic 

zas. Thus Joseph Conrad on honeymoon, 
muting toa friend that he doesn’ t mind hav- 
ing T wife with him, for she is "no bother 
at all." 

It is George Gissing who provides Mr 
Halperin with the life most susceptible to his 
thesis. A brilliant student who was caught 
and convicted for stealing (to provide funds 
for his prostitute mistress, Nell), Gissing be- 
came a harrowing portrayer of ruined lives. 
He told nobody of his own crime; instead, 
he tried to exorcise it in his work. More curi- 
ously, he showed in his novels a clear under- 
standing of the terrible situations into 
which he would subsequently allow himself 
to be trapped. “Workers in the Dawn" told 
the story of a sensitive and highly intelligent 
young man whose life is ruined by his mar- 
riage to a drunken prostitute; a few days af- 
ter completing it and making his hero com- 
mit suicide, Gissing married Nell. "The 
writer knew more than the man; the man 

is unable to make use of what the writer 
iew and had actually written.” 

The reader learns from Mr Halperin 
that Edith Wharton's preference for Euro- 
pean settings over American dated from her 
earliest years. Before Edith was ten she had 
visited Spain, spent two years in Paris and 
another in Rome; and she had been making 
unfavourable comparisons between Europe 
and her own New York, "this cramped hori- 
zontal gridiron of a town without towers, 
porticoes, fountains or perspectives, hide- 
bound in its deadly uniformity of mean ugli- 
ness," since she was a child. 

. Uhnhappiness is the secret fuel of the 
novelist. Somerset Maugham's finest work, 
Mr Halperin suggests, was inspired by an ex- 
cruciatingly miserable childhood. Born in 
France, Maugham lost his mother when he 
was eight and his father when he was ten; 
speaking almost no English, he was sent 
across the Channel to spend the next seven 
years with the vicar of Whitstable, “a vulgar 
lout who would never have been tolerated in 








my mother’s drawing room.” Writing be- 


came Maugham's way of coming to terms 
with the seven years of unrelenting misery; 
and where his public saw a rich and success- 
ful man, his family knew him as "poor Wil- 
lie” until the end of his life. 

Maugham tried to bury his past in fic- 
tional disguises; Thomas Hardy rewrote it. 
His autobiography tells the reader of a mid- 
dle-class childhood, a well-read and sophisti- 
cated mother, a prosperous father de- 
scended from the aristocracy. The truth 





Caspar David Friederich 


The German soul 





LTHOUGH no less a judge than 
Kenneth Clark pronounced Caspar 
David Friederich a “great artist”, the Ger- 
man Romanic painter is still better known 
inside his native land than out of it. Now, 
however, his British reputation should be 
enhanced by the National Gallery’s acqui- 
sition of “Winter Landscape”, the first 
Friederich oil painting in a public collection 
and the subject of a current exhibition. In- 
terest may be stimulated too by the artist’s 
thorough Germanness. As the pressure for a 
united Germany increases, so will specula- 
tion as to what the nature of Germany is. 
Part of the answer lies in looking at things 
considered quintessentially German: as 
Friederich’s work is, and was. 

Friederich preferred to paint land- 
scapes, and thus invites comparison with his 
great British contemporaries, Constable 
and Turner. With the Englishmen, how- 
ever, subject was less important than atmo- 
sphere. Indeed, their subject was atmo- 
sphere: whatever a painting represented, it 
was meant to convey the light and move- 
ment which was the essence of nature. By 
contrast, for Friederich, the image a paint- 


Contemplating the moon, or the nation’s future? 


formerly and more romantically 





would have made a more admit: 
ground to Hardy’s achievement. His m 
er's family were barely literate. His father 
were labourers, vagrants and paupers o 
parish relief. Born out of wedlock, Hard 
was only just retrieved in time from a bas 
into which the surgeon had thrown him 
be buried. He spent the rest of his life hid 
the truth and fabricating a prosperous à 
cultured background. Class-consciousne: 
became his obsession, a fact which. 
strongly reflected in every book he wrote 






























ing presented was crucial. A lifelong and c 
vout Lutheran from a small town on the Ba 
tic, he saw nature charged with: specifi 
symbolic meanings. Although he spen 
many hours in painstaking natural obser 
tion, his actual paintings were pure pri 
of this imagination—the inner rathe 
the bodily eye, as he put it. Sometim 
choice of subject and setting shocked th 
thodox, as in an ae depicting 
brated painting is “Arctic. Ship re 
“The Wreck of the Hope" —in wi 
barely discernible ship is crushed 
huge slabs of ice. 2 
That sense of the mystery: ar 
ness of nature overwhelming th 
tion of human reason is -typ 
Friederich. Religious faith offerec 
security, and he frequently created works 
pairs to epitomise the extremes s of c desc 








lery's "Winter Vandscae * dori instance 
originally the second half of such a se 


on crutches dwarfed by dead. 























































tional Gallery's 3 painting, a the rutche 
been thrown aside and the alos prays eth 
fore a crucifix amid evergreen trees and 
rocks. Tufts of grass emerge through: the 
melting snow while, in the background, the 
silhouette of a fantastic cathedral looms out 
of a pink and violet mist. Nature and the 
supernatural meet in a vision of ultimate 
redemption. 

Friederich's image of the world haunted 
by extremes of doom and transcendence is a 
recurrent theme in German culture, from 
Luther to Goethe, Wagner and Brecht. Few 
Other nations have expressed such a hunger 
for the absolute, the all-encompassing an- 
swer. In the past, such single mindedness 
as had disastrous consequences: perverted 
bsolutes can be demonic. But it has also 
elded prodigies of achievement in all areas 
rts and commerce and may account for 
present astonishing momentum of the 
ve for German unity. 

While understanding the impulse, other 
tions might feel a certain disquiet at the 
tensity. Indeed Lord Clark, while praising 
Friederich, believed that northern culture in 
general expressed "an earthy, animal hostil- 
ity to reason and decorum”, and this dark 
dimension is certainly manifest in 
Friederich's works. In one of his best-known 
paintings, two men watch the moon in a 
wild forest setting. It has been suggested that 
. the moon symbolises Christ and a vision of 
peace. But present-day viewers might read 

the scene as a vision of the German future, 

holding as much mystery as promise. 
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. Polish country houses 


*HE Polish Society of Owners of Historic 
Houses spends some of its winter meet- 
ings planning its annual ball, but far more 
xchanging information: how to purchase a 
e-war estate from local Communist party 
ders, how to find tiles for a roof when 
ese are no longer made in Poland, where 
get furniture restored, where to find peo- 
ple who still know how to lay parquet floors. 
estoring a Polish dwor, or country house, 
as merely eccentric until a few years ago; 
ow it is taken almost as seriously as the res- 
oration of the Polish economy. 
A typical Polish dwor is neo-classical, 
ith white pillars in front and a park round 
Some are near-palaces, others little more 
glorified farmhouses. ‘Tens of thou- 
ds of thes: lf-sufficient. estates once 








Now find your builder 


families, the dwor was more than a simple 
country house. When Russian and German 
armies overran the Polish countryside in the 
eighteenth and nineteenth centuries, domi- 
nating the cities and wiping the nation itself 
off the map for a time, the dwor was where 
Polish was spoken, uprisings were plotted, 

dreams of revenge were dreamed. The Pol- 
ish romantic myth was born in a dwor, and 
it is this that restorers hope to revive. 

Some 90% of the country houses are 
past repair: first nationalised and then 
ruined, partly by design, mostly by accident. 
Many became state farms, or were simply di- 
vided into flats. But the Ministry of Culture 
estimates that approximately 500 are now in 
private hands, and more requests come in 
every day. Since the state has no money to 
save them, it encourages those who have. 
Where it once took at least three years to fill 
out all the proper forms and bribe the ap- 
propriate officials, purchases can now take 
place in less than six months. A fairly big 
mansion can go for about $1,000. 

Restoration can be even more compli- 
cated in a country severely short of raw ma- 
terials and craftsmen. The owner of one 
dwor near Warsaw spent ten years restoring 
his, teaching himself how to lay tiles in the 
nineteenth-century manner, how to make 
ceiling mouldings, how to lay a floor and 
how to carve a door. The right furniture is 
hard to come by, too. Surprising quantities 
of Polish furniture were destroyed in two 
world wars, or burned for firewood in the 
long winters that followed. Fortunately, the 
traditional interior design of a dwor was 
eclectic. Companies which reproduce an- 
tique furniture are now prospering in 
Gdansk and Warsaw, although some own- 
ers—following the nineteenth-century prac- 
tice—prefer to set up furniture-making 
workshops on their estates. 


both property land history. rii bids 
reparations for those who lost property to 
the communists, may also be forthcoming. 
The drawback: legal battles lasting well into 
the next century. 








Van Gogh 


Coffee and 
sympathy 


AMSTERDAM 


INCENT VAN GOGH sold only one 

painting in his tormented lifetime, and 
died destitute. When "rises" was sold by 
Alan Bond to the Getty Museum last month 
to relieve his own debts, he is said toh _ 
wanted $65m for it (he had to settle fc 
little less, between $50m and $55m). With 
figures like that in mind, 208 out of 383 of 
the artist’s works, now on show in Holland 
in the largest and best-ever exhibition of his 
work, have been insured for a record 6 bil- 
lion guilders ($3 billion), with a Lloyd’s syn- 
dicate of several hundred Dutch and foreign 
insurance companies sharing the risk. Paint- 
ings and drawings borrowed from abroad 
have been flown in, prudently, on different 
aircraft. 

Thefts of van Goghs have become some- 
thing of a growth industry. On March 12th 
his “Wheat-field with Sheaves”, estimated 
at $1.7m, was stolen in Zurich. Last year 
three van Goghs were stolen from the 
Kroeller-Mueller Museum in Otterlo, a tiny 
village in the middle of a national park, 
which is the site of part of the current exhi- 
bition. (The other site is the Van Gogh Mu- 
seum itself, in Amsterdam.) All these paint- 
ings were eventually recovered; gold-mir 
though they may be, the fame of van Gog... 
makes them less than ideal to steal. 

For Frits Becht, the managing director 
of the Van Gogh Foundation which is or- 
ganising the show, the commercialisation of 
van Gogh is sad. On the other hand, Mr 
Becht is an accountant by profession, and 
his exhibition is meant to pay for itself. 
About 6096 of its budget of 25m guilders is 
supposed to be covered by sales of tickets 
and catalogues (450,000 tickets were sold by 
advance reservation) the rest is to come 
from four commercial sponsors, including 
KLM, Douwe Egberts and Heineken, and 
from the sale of television rights. 

Just behind the Amsterdam museum, 
the sponsors have constructed a van Gogh 
village. Douwe Egberts coffee and Heineken 
are served all day. Visitors may also buy aa 
bottle of Vincent Extra Brut Cava wine (30 
guilders, or $15), a limited-edition tapestry 
of “Sunflowers” (995 guilders) and a Dutch - 
porcelain dnd 9t the iced As they do so, 









Ernest in I in Idaho 


ESIDES haunting Spain, Cuba and 
Key West, Ernest Hemingway i is also 
claimed by Idaho. He skied in the Saw- 
tooth Mountains, hunted birds on the 
sagebrush plains, fished the rivers, pored 
over the proofs of “For Whom the Bell 
Tolls” and ended his life there, in Ket- 
chum, with a shotgun in 1961. 
In his honour, Boise State University 
: has statted up the Hemingway Western 
“Studies Centre to encourage more inter- 
-est in his works; only to be told by Kurt 
| Vonnegut, a writer who was recently on 
campus, that it is wasting its time. Mr 
Vonnegut told a reporter for the Idaho 
Statesman that although Hemingway in 
_ his prime was a daring and extraordinary 
." writer, his most macho work now seems 
w Outdated and even wrong. Women as ob- 
jects? Shooting of defenceless creatures! 
Besides, said Mr Vonnegut, “one-man 
and one-woman institutions can’t renew 
themselves.” 

Boise State continues to hope he is 
| wrong. Hemingway may not have written 
about Idaho, but students can now come 
to Idaho to write about him: thus adding 
to the 19 doctoral theses and disserta- 
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they might also remember the bitterness of 
the man who received nothing for his art 
and who said once that "Starry Night", per- 
haps the most famous of his pictures, said 
ik * 33 . 
nothing" to him. 
: fc na a ANAE RN E EA AEA | 


Mario Vargas Llosa 


Hiding the 
alligator 


EEP in the Amazon jungle, a tribe of 
"Indians succumbs to decay and despair; 
a disfigured Jew from Lima, determined to 
preserve them, appoints himself their story- 
teller. His own story is then cold by the man 
who has been striving to become the presi- 
dent of Peru. “The Storyteller"*, the last 
book produced by Mario Vargas Llosa be- 
fore he began his climactic political race, is 
told largely in the words of the Machiguenga 
Indians themselves. A long way from his 
usual territory—the cities of Lima and 
Miraflores with their wild traffic, wide boys, 
voluptuous women and fly-blown fritter-ca- 
fés—-Mr Vargas Llosa puts himself in the 
place of a man who, by telling stories, tries to 
become the de facto leader of a people 
whose leaderlessness has doomed them. 
The book's narrator shows only a pass- 








Depredator of nature 


tions written between 1982 and 1988 on, 
among other things, "Hemingway's 
Craft of Omission” and “A Compara- 
tive Study of the Absurd Heroes of Hem- 
ingway and Camus". Papa H is still some 
way behind Faulkner (57 theses and dis- 
sertations), Hawthorne (42) and Melville 
(37); but with students being pushed to 
find ever-narrower channels of inquiry, 
the whole rich field of Hemingway in 
Idaho ("Hemingway as Skier: Motif and 
Critique") lies open before them. 
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ing sympathy for the Machiguengas, a de- 
pressed, unlovely people, haunted by terri- 
ble creation myths and metamorphoses, 
eating grubs, doomed to walk continually to 
keep the sun from falling; if American-edu- 
cated evangelists make them settle, clean 
them up and give them Bibles, 
it will do them good. On the 
other hand, he is fascinated by 
the idea of the hablador, the 
storyteller, and the role he 
plays. Here is someone, per- 
haps, "that the very existence 
of a people may depend 
on... the living sap that circu- 
lated and made the 
Machiguengas into a society, a 
people of interconnected and 
interdependent things." 

The storyteller tries to 
keep a tribe or nation together 
by speaking aloud, becoming the centre of 
attention: a role much more elevated and 
difficult than merely writing words down. 
To be a writer may simply be to play the buf- 
foon, as Pedro Comacho does in “Aunt Ju- 
lia and the Scriptwriter”, putting on false 
beards and hats to try to increase the flow of 
words. A storyteller, on the other hand, 
needs to have penetrated the essence of a na- 


*Farrar, Straus & Giroux; 246 pages; $17.95. Faber; 
£12.99 


tral desires, and terrors.’ 





- Winded, but alive. 










Health insurance ‘in developing 


countries: The social security approach - 


A timely volume describing the evolution of the social 
security approach to health insurance, from the first — — 
initiatives in Europe to the adaptation of the concept in other 
parts of the world, It focuses on benefits and financing, and 
on the inter-relationships between the social security sys 
and government agencies. A concise review of the ^ ~ 
. mechanisms involved in both the delivery of health services 
and provider payment is followed by an analysis of current 
administrative issues. It also gives country profiles of heal 
care programmes in many developing countries in Asia. 


ISBN 92-2-106475-1 £12.10; US$19.25; SF27 










































Edited fap adco T 
This book aims to document ways in which labour. markat i 
structures and. mechanisms result in or aggravate urban: 
poverty in developing countries. An analytical introduction 
and nine case studies or regional reviews examine — 
interactions between poverty and labour markets in cities 
and urban areas. Among the book's conclusions are that 
labour policies should be integrated into a broadly based, 
multi-dimensional approach to combating poverty, and tha 
to achieve this there is a need for analysis of the structures 
mechanisms and differentiationan the labour markets 
concerned. 

ISBN 92-2-106499-9 (hard) £2. 90; U5$33. 25; SF4T 
ISBN 92-2-106500-6 (limp) £15.40; , US$24. 50; SR 4 
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tion, “reached the marrow of its history a 
mythology, given body to its images, anc 
' It entails a process 
of listening and learning much more subtl 
than the kind even the best democratic p poli 
ticians know: | 





Over there, now. Sounds 
ent from the sounds o 
when night falls. Do you he 
them? .. . Whirlpools of voic 

voices calling, intermingling 
voices you can barely hear. 
ten, listen, storyteller. It’s al 
like that in the beginning. A 
of confusien of voices. Lai 
you can understand them. 








Among the stories the h 
dor tells is of how, swept 
in a downpour, he grab 
treetrunk and finds it is. 
back of an alligator. He can 

slip to shore, cannot kill it; he can onl 

there, motionless, as the alligator bum 
along with the torrent. And the endin 
stork lands on be alligator the stor 







teller, sting. with th 
bird, forces it to pum him in the tree tops 
After his Icarian flight he is back on thi 
ground, amazed that the shock has no 
killed him; and relieved to discover, after all 
that the earth is not such a bad place... 
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Taking the GMAT or GRE 


exams? 


We CAN help 


Write to: 
| Graduate Tutorials, GTAC Associates 
FREEPOST, London W5 4BR 
Tet: 01-993 3983 


CAMPUS : 
KE NSINCTON 


LLB 


jerican University now offers fully 
Lansdowne Campus in Kensington. 
gre programmes in Management, Marketing, 
. Economics & Finance, Computer Information — 
"Systems, European Studies, Humanities and Fine Arte. 
Masters in Business Administration. Full time a yen. 


and 1 day courses - 
ordon April 28, Manchester May 12. 
For immediate attention contact 
PasTest UK. Tel: 0565-55226 
| Fax: 0565-50264 
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FOR BUSINESS SCHOOL FACULTY 
The Emergence of the Pacific Century: 


- —À 9 Implications for Curriculum Development and 
acquc QNA GU SEE SNR ND EEEEE, Research in Business Schools 


. UNIVERSITY DEGREE tein jane 1990 

i "€ a a er os ene ind. The program will be led by staff of the East-West Center in 
secure in thelr Jobs or Professions. — collaboration with faculry from Schools of Business. Dr Denis 
Eam a BACHELOR'S MASTER'S or , DOCTORATE EN A d bus Fletcher School of Law and ipid will direct the 






















WHO SHOULD ATTEND 
Faculty of business schools who wish to obtain additional training 
and knowledge of Asia and the Pacific. Faculty with some 
experience of the region who wish to expand their understanding 
of current and future trends in the region will also benefit from the 
program. 


: noon We wi a assist you: án doping vor degree 
vahcut ical elurte of sanari à you Onn pace amd ne 


Send detailed résumé on work He and academic experience for a no 
“cost evaluation. 


PACIFIC WESTERN UNIVERSITY 


806 N Sepulveda Bivd, f s, California 90049.—D yt 137—USA 
AD haya a miaz: 182315 — Fax: 243/871-6456 






COST 
Registration i is available for faculty at a special price of $500. Hotel 
accommodations at the Ilikai Hotel will be available at the special 
rate of $100 per day, single or double occupancy. 
PLEASE CONTACT 

Dr Terence A. Rogers, East-West Center, 1777 East-West 
Road, Honolulu, Hawaii 96848 USA. Tel: rom 944-7280. Fax: 
(808) 944-7970. 
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Spend a year 
in Holland and- 


RVB earn an MBA 


A unique international one year MBA 
programme starting every September 
in either of the following three specializations: 


















The New Henley Management 
Course is constructed in a way 
that provides highly flexible yet 


comprehensive development 





industrial policy and for busy managers. it is built 
strategic management around four separate residen- 


tial week interspersed with 








: accounting and finance self-study packages and can 


lead to the Heniey Management 





management information 
pahagen ent | | Diploma and the Henley MBA 


systems | 
programme. 
Write or telex for more information to: : 
DEC PIS, Us E For further details of The 






Di rector, 


the Netherlands International New Henley Management 


ý  Endepoi sdomein 150, P.O.Box 1203 
e BE ee 


Course and the full range of 
| Henley Courses, contact 
Lynne Stone or Course Director 


Carlton Hobbs on 0491 579086, 





Act 


agin PO. Box 160, Singapore 9124 or write to the address below. 4 


có 
x1 Teisphone (65) 250816, Telefax (65) 2530448 


A. NLEY 
elex 55002 Teonet- HS — GEM co 


Greenlands, Henley-on-Thames, Oxon | RG9 3AU. 














HOME STUDY COURSE in economics. f 
A 10-lesson study that will throw. light PE 
on today's baffling problems. Tuition 
free—small charge for materials. Write .. 
Henry George institute, 121 E 30th - 
Street, New York, NY 10016, USA. 





 POMPBUS 


"or pss English could be wasting 
| untold company hours or, worse, 
| driving away business. We offer short 
| enjoyable courses in plain, effective 
English. 









Your chairman probably needs 
us, and so do your marketing mana- 
gers and customer services staff. 
Courses are customised and can take 
. place in-house or out, in the UK or 
worldwide. 


Talk to: Andrea Coleman AITD 


COLEMAN OOMMUNICATIONS 


THE OLD VICARAGE, NORTON 
"DAVENTRY, NORTHAMPTONSHIRE NNH SND 
TELEPHONE: GA27-76227 /300047, 01-870 5105 
FAX: 0327 -78816 







| STUDY WORKS 







urse taught by American fulltime | 
test prep professionals. 
Any weekend course held. 
May 12, 13, 19 June da 












N* +t in Educational Software 


FRENCH STUDY AND TRAINING 
COMPUTER PROGRAMS 
Games for iearning French using 
the XY 23 VOCAL CARD 
. from Beginner to Advanced levels 
individuals and Companies 
EDUCIEL 
B.P. 180 24490 LA ROCHE CHALAIS 
1:53.91.44 28 Fax: 5331.48.86 


INTERNATIONAL 
RELATIONS 
AND DIPLOMACY 


BA AND MA DEGREE PROGRAMS 


. Schiller International University offers graduate and 
undergraduate degree programs preparing students 
for rewarding careers in government, finance, 
business and many other fields. An experienced 
Faculty following the American higher education 
system provides the essential knowledge and 
understanding of international relations and 
diplomacy for a successful career. 


* Small, international classes 
* Entry into BA program with high school dione 
* Two-semester MA program for undergraduates 
* Location in Central London 


"THE ets ORUIY 
Suite N.33, 31 Kensington Church Street, 





SCHILLER INTERNATIONAL UNIVERSITY 


(Dept MIR3), 51 Waterloo Road, London SE1 8TX 
Tel: (01) 928 8484 Telex: 8812438 SCOL Fax: (01) 620 1226 
(Accredited member AICS, Washington DC, USA) 















FAIRFAX UNIVERSITY home study 
degree programs. Entry at any time. 
Advanced credit given for prior learn- 
ing/experience. No classes to attend. 
For free catalogue, write: Fairfax Uni- 
versity, Dept EC, 2900 Energy Centre, } 
New Orleans, LA 70163 USA. 


‘BACHELOR, MASTER, DoE 

. EARN A DEGREE. Use your past e KD. 
credit toward your: "o No ciat 
or on-campus attendance. Stud ^ 
your experieace. SUEDE 

ien No C yo 


























UNIVERSITY OF YORK 
MSc in Health Economics 


May be taken ona full-time basis (over 12 months) of on a part-time : modular) basis over tw 
years. Access is not restricted to those with a formal background in ecunornics. ` 
The cüurse offers: M: 

* An excellent all-round trainirg in economic theory. and iuantitative Tao, with. specia ; 
courses geared to research ard applied work in the field of health care. 

* The benefit of visiting specialist speakers, and the chance 1o make contact with an intemaliona 
network of researchers and decision makers. — 

* The possibility of a wide range of career opportunities: in a large number of locations. ve 

* An opportunity to use econorsic skills to tackle difficult but important problems in what are 
literally, matters of the quality of life and death. . 

The MSc course has recently received an MP rating from the ESRC, and because of substantia 

financial support from the Department of Health, ERSC, and the York Health Economics 

Corsortium, the chances of scholarship Support for good quality applicents are excellent. 

Further details may be obtained fom: —— 

rond finora Department of Economics and Related Non, ee af York, York roi 




















































NEA GR UR STE RRAN: OF BUSINESS 


A European MBA - 
| for the New Europ 


As Europe moves closer towards economic 
integration the demand for managers with a truly. 
international perspective i is increasing. To meet this. 
challenge Cranfield School of Management and the m 
CESMA programme of Groupe ESC Lyon have developed - 

a joint European MBA, commencing: in September 1990. 

The full-time 12 month programme, during which - 
participants will study at both Lyon and Crarfi eld, is 
designed to develop: — 
w Managerial skills and knowledge in an international 

Context. | | 
m The ability to recognise and manage change in the 

. dynamic European climate. 
u Akey understanding of the European environment. 
E manpis language skills ata business level. | 


- This is a unique opportunity for outstending — . 
candidates, with language skills in addition to normal 
entry qualifications, to receive MBA degrees | 
simultaneously from two of Europe's S a university f 
management schools. 


For further information contact: TE B 
Alan Hector, Edith Roesch, CESMA - 





= 





Cranfield School of (Groupe ESC Lyon}, 
Management, Cranfield 23 av. Guy de Collongue, 
Bedford MK43 OAL. BP174, 

Tel: 0234 751122 69132 Ecully Cedex, France. - 


Fax: 0234 751806 Tel: (33) 72 2025 30. 


Fax: (33) 78 33 6169 














a a have a degree in economics but may be qualified i ina 
| fe are keen to encourage applied research and 

*ey lend and property. 4 
rtunity te join an enthusiastic and experienced 
viding high quality education for Neo 


poA 










| POLYTECHNIC 


J Swindon 
< £19,000 to £27,000 


N ational Power is the largest of ihé CEGB’s 


of Britain’s foremost electricity traders. Within this 
new environment, the Energy Management Centre 
will play akey role in future profitability through its 
trading activity in i 3 icity 
Using modern computer systems, the Energ y 
Management Centre will ensure National Power's 

| aims in terms ofrevenue and market share are 

| achieved. 

| 





successor genera ting companies and will become one 


Es f ently we have a Numae of vacancies within 


University B pe E a ee 


Department of Political 
Economy (Economics) 


BONAR-MACFIE 
CHAIR 
Ref No. 6900 (U) 


Applications are invited for the newly created Bonar-Macfie 
Chair. Applications will be particularly welcome from those 
with research interests in microeconomics. 


Ref No. 6901 (U) 
Applications are invited from those with teaching and re- 
search interests in any area of economics. The post will be 
tenable for two years in the first instance on the Grade A scale 
for Lecturers (£10,458-£15,372). 
Enquiries may be made to Professor David Vines on 041 330 
4659; further particulars are available from the Academic 





-Personnel Officer, University of Glasgow, Glasgow G12 8QQ, 


where applications (three copies for Chair and eight copies 
for Lectureship), giving the names and addresses of three 
referees, should be lodged on orb 3 afore 25 my 1990 quoting 
appropriate reference number. - 





We are particularly interested in candidates with 
experience in: 
@ commodity markets @ economic analysis 


© bidding strategies e fi nancial analysis 






v 4 good degree in econ omic tistics, 

business studies or a related discipline would be 
essential, whilst a post-graduate qualification, suchas — 
an MBA, would be an advantage. Experience ofa 
commercial environment in a large private or public 
sector organisation is desirable. All candidates must : 
demonstrate a high degree of numeracy and, possess 
good communications skills. 

If you feel you meet the above. criteria, then 
contact either John Hepworth (ext : shle 

 Clulow (ext 3821) on the telepho: 1 ov 

contact the Recruitment Section, Nation al. Power PLC, 
Windmill Hill Business Park, , Whitehall Way, Swindon 
SN5 9NX (telephone 0793 877777) for an application 
form. Please quote reference number T20/90/EC. The 
closing date for receipt of applications is 20 April 1990. 

Asan Equal Opportunity Employer National 
Power welcomes applications from men and women, 
including ethnic minorities and the disabled. . 













| 
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University of 

Newcastle upon Tyne | 
DEPARTMENT OF AGRICULTURAL - 
ECONOMICS & FOOD MARKETING 


: student research pro- 
a major commitment to a 
m | and environmental re- 

' red, inter fou 





will bea G auala in asi pai eco- 
nomics or related discipline, preferably 
with a higher degree. Quantitative skills 
and a knowledge of microcomputers 
would be a considerable advantage. 


Salary will be on the Grade 1 (bar) 
scale: £9,816-£12,381 per annum ac- 
cording to qualifications and 
experience. 
TEMPORARY LECTURER 
A post jointly funded through external 
sources with an emphasis on Agricul- 
tural & Food Research and Develop- 
ment policy and strategy. An initial task 
will be to update and promulgate a 
report on The Future of the Agricultural 
& Food System, as background to 
more detailed study of research policy 
options and strategies. The successful 
applicant will have degrees in Agricul- 
tural economics or related discipline 
and demonstrated research and teach- 
ing ability. 
Salary will be on the Lecturer Grade A 
ary scale £10,458-£15,372 per 


annum according to qualifications and 


experience. 


RESEARCH ASSOCIATE 


Y . (Land Use Programme) 
& CENTRE FOR LAND USE &' WATER. DW 
RESOURCE RESEARCH faced RR) 


To work as part of a muitidisciplinary 
team to develop a system of ecological, 
hydrological, and . socio-economic 
modeis of land use at the river basin 
level with the objective of producing an 
integrated Decision Support System 
through a GiS for policy purposes. The 
Associate will be responsible for devel- 
oping the socio-economic components 
of this system under the direction of the 
project leader. The successful appli- 
cant will have quantitative. modelling 
experience and is likely to have a PhD 
in Agricultura! Economics or related 
discipline. 

RESEARCH ASSOCIATE (FLEUR) 
The Farm Level Ecological Land Use 
Relationships (FLEUR) project is part 
of the Joint Agriculture and Environ- 
ment Programme (JAEP). The objec- 
tive is to model farm-evel decisions, to 
expiore the field level consequences of 
changes in policy and market signals 
and regulations. The successtul appli- 
cant will be expected to work in close 
co-operation with a quantitative ecolo- 
gist and also with other researchers in 
related areas. She/he will have quanti- 
tative modelling experience and post- 
graduate qualifications in Agricultural 
Economics or related discipline. 


Salaries for the two Research Asso- 
ciate appointments will be on the Grade 
1A salary scale £10,458-£16,665 per 
annum according to qualifications and 
experience. 

Requests for the further particulars 
should state for which post/posts they 
are required. These may be obtained 
from the Senior Assistant Registrar 
(Establishments), The University, 
Kensington Terrace, Newcastle ' upon 
Tyne NE1 7RU, with whom applica- 
tions (three copies) together with the 
names and addresses of three referees 
should be lodged not later than 1 May 
1990. 
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The Center for International Food 
and Agricultural Policy 
University of Minnesota 


Policy Article Prize Competition 


The Center is pleased to announce its policy article prize 
competition for 1990. Once again, a $2,000 prize will be 
awarded to the authors of a published article in an 
academic, professional, or popular publication which, in the 
opinion of the Center's program leaders, best advances 
understanding of an international food, agricultural, 
environmental or natural resource policy issue. 


Interested persons should submit any article published during 
calendar year 1989. The submission deadline has been 
extended until 1 August and the winner will be announced 
on 1 September, 1990. The winner will be asked to 
a seminar at the University of Minnesota, with travel paid. 
Submit entries to: Dr C. Ford Runge, Director, Center for 
Aiernational Food and Agricultural Policy, 332 COB, 1994 

| st Paul MN 55108, USA. 
















resent 
















ECONOMIST | 


PhD Economics and two years experience in: Oper. resea ch. incl. 
dynamic programming and mixed integer programming, estim 
productivity for the gas, electric and telephone company; th 
engineering and economic modelling; marginal cost using: economet- 
ric and dynamic programming. Lans of micro economics and 
public utility economics; skill in using SAS, Soritec, Fortran, Bitnet & 
Kermit on IBM Mainframe, Lotus 1-2-3 and Dbase on the PC; skill in 
identifying and evaluating economic issues from complex situations 
and deal with large data sets. Hf, proof of legal richt to work in. Us 
required, 

Send résumé to: D.C. Public Service Commission, 450 Fifth Street, NW, 
Room 820-A, Washington, DC 20001. Attn: Personnel. 


















DEPARTMENT oF AGRICULTURE 
UNIVERSITY or READING 


RESEARCH STU IDENTSHIP — " 


Applications are invited from recent graduates in Animal Science, ff Applied 
Statistics or Veterinary Science to undertake research towards a higher degree on the 
artificial intelligence techniques to monitor and assess the performance | — ‘Gal 











units. The successful applicant will-join afi established research team. worki 
livestock production economics, DD and artificial intelligence. A consi able fataba 
of dairy livestock records, asee. on the DAI 









SY his ore system has been built up and the 


2AT (0734 875123 io whom 
three referees, should be sent. 





















Applications are invited for the above post from: 
Economists with a strong, quantitative research ^. 
background and an interest in the corporate sector ora 
related area. You wil be expected to teach on the 
undergraduate programmes in Economics and to 
contribute to course development. For appointment to a 
Readership, a proven ability to attract and direct externally - 
funded research projects will be required. E 

The appointment is continuing rather than fixed term. ` 

For the lectureship, salary will be on either the 
Lecturer A scale: £12.225 to £17,139 or the Lecturer B. 
scale: £17,781 to £22,236 p.a. 

The scale for the Readership is £23, 256-£26,052 
p.a. inc. 

Benefits include a generous holiday entitlement,” 
interest free season ticket loan and excelent ae and | 
social TOCHIESE: 











Further details and an application form. are ‘available 
from the Deputy Academic Registrar, City University, - 
Northampton Square, London EC1V 0HB. _ Telephone 01- 
253 4399 ext. 3037 quoting ref no: E/1.. 
Closing date for applications is : 30th April 1990. 
We are an Equal Opportunities Em ployer. 
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MU ! | a gant rer BOS: 7 1,316 NM 1276 


972 (Bar) x 1,776 — 62,628 per 













J8$1,200 on appointment and normai 
ination, Special allowance up te 






A chal lenging opportu 
































Lilongwe Malawi.” 


QUALIFICATIONS 


fare-paid leave. | 


vds li econamy oe 


. London WC1H OPF, UK. 


professional advisers based in ODA's R 


commodation at 10% of basic salary, 


or optional housing allowance of 20% 


_ of basic salary to staff making own 


housing arrangements. UWI contribu- 
tion of equivalent of 1096 of basic 


Cii O Dupeannudion "E 


Annual Study and Travel Grant for self, 
spouse and up to three children. Book 


Grant up to BDS$850 per annum. De- 


tailed applications (three copies) giving 
full particulars of qualifications and ex- 


perience, date of birth, marital status 


and the names and addresses of three 
referees should be sent as soon as 
possible to the Campus Registrar, Uni- 
versity of the West Indies, PO Box 64, 
Bridgetown, Barbados. The University 


will send further particulars for this post 


to ail applicants. These particulars may 
also be obtained from Appointments 
(37708), Association of Common- 
wealth Universities, 36 Gordon Square. 





ARCHITECT/ 
ENGINEER 


Must have background in 
modular or panel construc- 


tion for hotel/motel pro- | 


jects, concrete or wood. 


European base, top pay, all 
benefits. 


| Fax résumé to Mr Jason, 
Fax: USA 404-872-4838. 








nity to work as part of a multi-disciplinary team of 
ional Office for Southern Africa in 
his Office is responsible for the design and management of 
E-  theBritish Aid Programme to Zambia, Zimbabwe, Malawi, Botswana, Lesotho, 
: Swaziland, Mozambique and SADCC. | 

The Regional Manpower Adviser is responsible for developing and managing 
a wide variety of projects and training programmes concerned with human 
resource and institutional development in the public and parastatal sectors. 
The jobholder will be.required to travel widely throughout the region, and to 
work closely with officials of recipient Governments as well as with other ODA 
Advisers, other donor agencies and the British Council. The work calls for 
excellent communications skills, adaptability an 
interesting and challenging post with advisory responsibilities for an. 
important component of the total aid programme to the region. 


rand imagination. This is an 


Applicants should be British Citizens with a professional qualification in either 
human resources development, organisational development, manpower 
economics or training and development. Experience in management 
consultancy or research related to organisational development and training, 
will be an advantage, as will experience of working in a third world country. 
TERMS OF APPOINTMENT 
You will be on contract to the British Government for three years, on loan to 
the Government of Malawi. Salary is in the range £26,675 pa to £38,550 pa 
(UK taxable). Additional benefits will normally include tax-free overseas 
allowances, children's education allowances, free accommodation and annual 


Closing date for retum of completed application forms is 16 May 1990. 
For further details and application form, please write to Appointments 
Officer, Ref No AH364/SAJ/TE, Abercrombie House, Eaglesham Road, 
East Kilbride, Glasgow G75 BEA, or telephone 03552 41 199, ext 3534. 


LIVE IN JAPAN 


individuals with a degree and expe- 
rience in management, financial 
services or marketing interested in 
teaching English for one year in 
Japan to employees of major cor- 


porations/government X ministries 


should send résumé to: 


international Education Services, 
Shin Taiso Building, 10-7 Dogen- 
zaka 2-chome, Shibuy-ku, Tokyo 
150, japan. Telephone (03) 463 | 
5396. Fax: (03) 463 7089. 





APPOINTMENTS 


INSTITUTIONAL FEEDING Consultant 
working in the USA, seeking career 
with International agency. C/o The 
Economist, Box 104, 10 Rockefeller 
Plaza, 12th Floor, NY, NY 10020 U 





BUSINESS 




















AUTHORS WANTED 
BY NY PUBLISHER 


Leading subsidy book publisher seeks 
manuscripts of ail types, fiction, non- 
fiction, poetry, juvenile, scholarly and 
religious works, etc. New authors wel- 
comed. Send for free booklet. 

S92, Van Press, 516 W, 34th 
Street, Now York NY 10001 USA 


US IMMIGRATION 
Licensed attorney. 
Practice limited to US immigration law. 
Judith B. Sporn, A pret 


125 Main St, Westport, 
Tel: (203)226-1223. Fax: (203)454-7890 








NORTHERN CALIFORNIA 


1,000 acres on the Sonoma Coast with 
1.3km/0.8m ocean frontage. eral 
buildings and iem Currently zoned: 
agricultural/timber. 2 


Tel: 415 362 4210 
Pax: 415 394 8506 









HOW TO LEGALLY OBTAIN A 
SECOND FOREIGN PASSPORT 
A SECOND PASSPORT OFFERS 
MORE FHEEDOM, GREATER SECURI- 
TY, INVESTMENT OPPORTUNITIES 

AND CAN HELP TO SAVE TAXES 

The exclusive PASSPORT. REPORT is 

the most up-to-date guide on obtaining 

easily, : en 

free). 50 countries examined in detail, 

Money back guarantee if not completely 

£60 (US$100) + delivery. Airmail £12 
) extra or surface free. Or detalis 

: Scope Books Ltd, Box No 118, 62 

. Murray Road, Horndean, Hants POB SJL. 























Quality serviced apartments offering best value $ 
money. Our apartments offer greal sayings. com: 
pu to hoteis. Fully serviced, private bathroom; ' 
chen, TV, telephone, central heating: s 
a Centrally located in Kensington area 


levator. 








COMMERCIAL PROPERTY 
Please ring or write for a- 
2:25; «emplimentary copy and 
ovs. subscription details 






081 683 0311 





(a CHARINGWORTH || 
LS MANOR || 


IN TOWN? 


The perfect location for board and 
rnanagement meetings 
| Magnificent 54 acre estate with vi 
ovet unbroken Cotswold country 
Combine the traditional luxury 
medieval manor house with the 
highest standards of hotel keeping 
Fine cuisine, impressive cellar, 1 
fires, 4- poster beds. 
For colour brochure: 
Charingworth Manor, 

Nr Chipping Campden. 
Gloucestershire GL55 6NS. 
Tet (038 678) 555 

Telex: 333444 CH. 


Best Mew Hotel in Brain ! 
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T we offer the following services 
to companies on the UK main- 
land and overseas: 


DIRECTOR 
SERVICE 
| COMPANY SECRETARY 
SERVICE —- 
REGISTERED OFFICE. 
SERVICE — 


You will have and hold fuli. con- 


trol of the company but not be |- 


seen, 


Free details: 


STRAIGHTGAME LIMITED, - 
2 Stones Bank, 
Stead Lane, 
Ripponden, 
Near Sowerby Bridge, 
| — West Yorkshire, 
England, UK. 
Tel: 0422 824579 or 
Fax: 0422 824584. 








gs LONDON xq 














IMMIGRATION-—CANADA 


One of Canada's largest investment houses offers bank or first mortgage guaranteed 
investments in the Investor-Immigrant Program. 


We are leaders in the field of investor-Immigration in Canada. Confidentiality is assured. 


| Lévesque Beaubien Geoffrion Inc. 
C/0 Mr Louis-Leblanc or Mr Stan Siscoe, 1155 Metcalfe, Montreal, Canada H3B 4S9. 
Telephone 514/879-5576 Fax 514/879-1015 
514/879 3652 n 


THE PAI 


LONDON'S LATEST SUITE HOTEL. 
LUXURIOUSLY APPOINTED - 


HOTEL ROOMS (from) 
| SLEEPS2 — £85.00 + V. 
SUITES (from) 
SLEEPS4 — £144.50 4 
INCLUSIVE OF: —— 
| * Sumptuous English buffet. 
breakfast — l nar. 
* Colour TV radio 
* Direct dial telephone 
* Hairdryer — C | 
* Hospitality tray/tea/coffee/ 
chocolate & biscuits —— 
Complimentary newspapers - 
Luxury kitchenette in each suit: 
Luxurious appointed bathroo 
Guest lounge A 
ironing centre/trouser press 
Room safe | 
41-43 Beaufort Gardens 
Knightsbridge. . 
London SW31PW == 
Tel: 01-581 9944 Fax: 01-225 3447. 
| Telex: 268235 - ee 

















DIEMAUER THE WALL LEMUR 
LE LE BERLIN WALL GMBH 
are proud to announce that we have been appointed exclusively, by 


LIMEX-—BAU IMPORT-EXPORT (the official East German agency) to 
offer authenticated pieces of | 


THE BERLIN WALL 


Large om cased presentation pieces, acrylic blocks and ornaments 
are avai able, proceeds are to be used for East German charitable 
organisations, including hospitals. 


PRICES & CATALOGUE AVAILABLE FROM: 
| The Sales Manager, Overseas Division, d 
Le Lé Berlin Wall Gmbh, 
Tempelhofer Ufer 10, 
1000 BERLIN 61. 
Tel: 030 251 7626 Fax: 030 251 7627 
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| United Nations Children's Fund | 
|! with headquarters in New York and offices throughout the world, seeks qualified candidates 
for the following position: A 


INTERNAL AUDITOR 


|; PURPOSE: To perform financial, operational, programme and special audit assignments. _ 
|. To fumish management with analysis, appraisals, recommendations and comments con- 
|! cerning the activities reviewed. To contribute to the overall objectives of the Internal Audit. — 

q LOCATION & TRAVEL: The incumbent will be based in either New York or one of our - 
QUAL 


























training in modem computerized techniques, At 
| y 


peri ping countries. Readiness to accept functional missions to field offices aso 


SHUD 





: required. Fluency in 
| " would be an asset. | s 
|| SALARY AND BENEFITS: UNICEF as part of the United Nations common system offers. 
|: competitive international salaries, benefits and allowances. Gross emolument in the US 

$60,000 range. | | J 
Qualified women are encouraged to apply. Please send detailed resume in English to: 


Mr. Juan Luis Meza 
Sr Recruitment & Staff Development Officer 
p UNICEF | 
EE 3 United Nations Plaza, (H-5F) 
: New York, N.Y. 10017, U.S.A. 


Closing date for receipt of applications: 11 May 1990 
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CUT YOUR OFFICE COST 
IN FRANKFURT 
(WEST GERMANY) 


Take a furnished, self-contained ser- 
vice office in Mórfelden, near Frank- 
furt. Fully equipped office, telefax, 
phone, EDP facilities, Please contact: 


Alpha W & T GmbH 


Phone: 49 6105 24085 
Fax: 49 6105 2930 


| | Bah Hodge Recruitment Consultants — 
| — Top Secretary? | 


ali (01)434-0030 - 4 
Ral 5: 217 "Odor st Londoh, WIRI AH HJ 






Wie HOTEL IMMIGRATION 


32 Sloane Gardens, TO CANADA 
London SW1W 8DJ. | To immigrant investors and their advi- 
Tel: 01-824 8415. | sors we offer bank or mortgage guar- 
Fax: 01-824 8415 | anteed investments and professionally 
Telex: 926678 managed, government approved in- 


| vestment syndicates (for 150K/unit). 
Confidential service is assured. 
pp gd: Capital Inc, 1255 Universi- 
ty St #1600, Mti, Canada H38 3X3. Tel: 
(514 8740324. fax: (514) 8740329. 


YOUR COMPANY S TRAVEL AGENT 


. IATA CODE 9122855 
SPECIALISING IN SOUTHERN AFRICA 
68 St James's Street, London SW1A 1LD 


Tel: 01-629 3776/3801; Fax: 01-493 2381 
Air Plus, AME X anc all other major credit cards accepted 






Small character town house, off Sloane | 
Square. Ali modern facilities. Full English 
breakfast inclusive of very modest rates. 
A LINBAR EXCLUSIVE HOTEL 


S. 











 E.D. EXECUTIVE 
TRAVEL LIMITED 

































WIDEN YOUR MARKET 


We ‘can represent you in Londen and provide basic market research, 
"immigration advice and comprehensive administrative services. Asso- 
Cl- ciates in EEC, USA and Far East provide similar services. We incorporate 

> «and administer companies in most countries including offshore. 


‘Contact Michael McHatton, 48 Grafton Way, London W1P SLB. 
Telephone: (1) 387 2838. Fax: +) 388 4932. Telex: 297320. DX 2106. 
From 6 May 1990 add 7 before 1 


THE CANADIAN 
IMMIGRANTS 
INVESTMENT CORP 


The Company's IMMIGRANT "INVESTOR" ACCU- 
MULATION PLAN helps inexperienced individuals with 
the problems and complex questions usually encountered 
by those who wish to migrate to Canada, invest in its 
economy and become qua alified for a Landed Immigrant 
Visa & Passport and, eventually, to enjoy all the privileges 
and international respect a of Canadian citizens. 





We seek national managing partners 
with administrative skills, credible 
financial references who can be 
bonded, to represent CIIC in: Bang- 
kok, Berlin, Hong Kong, Manila, 
Tokyo, Singapere, Taipei, Vienna, 
Capetown & Johannesberg. 
YOU DECIDE YOUR FUTURE 
We offer participation in a limited partnership, 
. with a one-year refund guarantee. Please contact 
us for full details along with your financial 
references and résumé at: Fax: (514) 343-5446 or 
Box 102, The Economist Newspaper Ltd, 10 
Rockefeller Plaza, 12th Floor, New York, NY 










LONDON —— 
SOUTH KENSINGTON 


Fully furnished luxury one and two bed 
apartments, 


Quiet tree lined street close to shops, 


restaurants and tube station. Video 


security, 


Min one week. £336 to £805 pw. Full | 


info. Tel 01-225 0184. Fax 01-225 
0280. Telex 893095. 





| EXECUTIVE HOTEL 


57 PONT STREET 
KNIGHTSBRIDGE 
LONDON SW1X 08D 


Tel: 01-581 2424 
Fax: 01-589 
Telex: 9413498 EXECUT G 
Single bedroom £49.95 + VAT 
Double or Twin £74.85 -- VAT 
Elegance, privacy and en cioe 
value in one of the world's 
fashionable nei Nod. 
Buffet "e Engli breakfast 
inc 


A LINBAR EXCLUSIVE HOTEL. 





WITH ALL THE COMFORTS| 


OF YOUR OWN pese 
Apartments to suit all | 
Studios to penthouses, Central 

close to Harrods, theatres, & museums, 
T.V, maid service, 24hr recep. Short/ 
long lets. Perfect for business or leisure - 


SERVICED APARTMENTS | 


| Telex: | 2 


OFFSHORE 
COMPANIES 


BRITISH VIRGIN 
ISLANDS 


FULL NOMINEE, MANAGEMENT, 
ACCOUNTING AND ADMIN 
SERVICES AVAILABLE 
FOR AN EXPLANATORY 
DISCUSSION AND BROCHURE CAL 
COLIN FOSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD. 
COMPANIES HOUSE 
TOWER STREET 

RAMSEY 
ISLE OF MAN 


TEL: 1 800 2834444 
PHONING F 


FREE iF | 
SA). 





FAX 0624 815548 —— 





BRUSSELS. TO LET: three. storey 
Office building—400sq metres, 3min 
walk trom European Parliament. Call 
Brussels 734 8187. 





EXPATS—FREE Copy, unique expat 
newsletter. $2 postage. Expatworld, 





Box 1341, Raffles City, Singapore 
9117. 
2ND  PASSPORT/DR. LICENCES. 


Special reports. Any country. INI, 26 
Kleomenu Athens 10675 Greece. Fax 
7219080. 





"HENLEY'S FORMULAS” — 
Research ~~ 800 pps. (index) + new 
export ideas. ‘Books’, Box 248, Man- 
chester, MA, USA. 





COMPUTERISE PAINLES. 
Custom built IBM PC programs, fo! ram 
response. Call Peter J Menter 01-802 


7136. 





START an Import/Export Agency. No 
capital or risk. Immediate access to 


profits in world trade. FREE booklet. 


Westlink (C), 55 Constitution Street, 
Edinburgh EH6 7AY, Scotland. 





OVERSEAS POSITIONS. Hundreds of 


top-paying positions. All occupations. 


Free details. Overseas Employment 





Services, Dept E 
of M Royal, Quebec, Canada H3P 





sential tool ot for team building and ap- 


| pointment ot executive and key person- 


nel. Quick, confidential service. 
Telephone Susan Hamilton on 01-491 
8988. 





DUESSELDORF — KREFELD Y 

best area for business in fast growing 
Europe offices, showrooms, warehous- 
ing in Top Business Park, 20 min from 
Duesseldorí/Airport. : Fax: 49-2151- 


| dien (investor): 





TAX. RELIEF.—Tax losses, sponsor- 
ships, business arrangements world- 


wide available to lawfully lighten your 


tax burden. Strictly confidential. Con- 


tact Peter Griffith FA & AT inc, Via 
Ponte Tresa, 7b CH-6924 Sorengo 
(Switzerland). Fax: (091) 54 67 10; 
Telex: 84 11 62 (CH). 


CUT THE COST OF 
YOUR STAY IN LONDON 


$ Take a furnished self-contained service apartment 


in Knightsbridge. heat Hartods. Fully tg P 
kitchen-dinetfe, Bathroom, phone, colour 


| centrai heating, ekvator. Suit 1-2 persons. Bro- 


chure by airmail. 
Knightst ervice 
4§ Repent Serves 
Tet: e “884 4123. Telex: pnm (Ref KSF 
= Mastercard/Access 


DON sw? 






























OUTPUT, DEMAND AND JOBS The growth in Japan's GNP slowed to 4.7% in 1989, from 5.1% in 
the 12 months to the third quarter. The growth in Australia’s Gop slowed to 4.2% in 1989, from 6.3% 
in the year to the third quarter. Sweden's Gop increased by a dismal 0.7% in 1989. America's 
unemployment rate edged down to 5.296 in March from 5.3% in February . Canada's rate fell to 
7.2% in March from 7.7% in the previous month. West Germany's jobless rate dropped to 7.2%, 
compared with 7.996: án March 1 989. 


% change at annual rate 
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industrial production —  — cwe/coP — —  retali sales [volume] =» unemployment" rate 

3mthst — year 3mthst — 1year 3 mthst 1 year latest year ago 
Australia — — 85 +01 ve — 10 + 42 o +09 + 9.7 « 65 fæ 67 
Belgium +22 + 35 tov na na +21 +29 on 94 mwt 9.7 
Canada  — 05 — 02 am +20 + 24 +147 — 17 dec 12 vw 75 
France +07 +22 m +43 + 3.7 o — 44 + 1.1 Dec 9.4 reb 7.9 
W. Germany +96 +44 te +37 +39 a + 6.4 + 2.6 Jan 7.2 Mar 7.9 
Holland +140 +100 te  —48 +33 +10.2 + 8.1 Mag 5.4 Jan 6.3 
Italy +25 +25 o +32 + 28 m t 78  -— 71 i" 10.8 re* — 106 — 
Japan +25 +32 we +30 +470 +44 + 89 dec 2.1 Feb 2.3 
Spain — 26 +48 um na na —20.9 + 6.2 rei 158 rm —— 180 
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as o4 + Nov f 
Jas + 24 + 2.1 a + 5.0 + 2.5 Feb 5.6 Feb 6.8 
Fes 411 + 26 0 — 3.8 + 0.7 Jan 5.2 Mar 5.0 


iValue index deflated by CPI.**1988.t New Series. — 

| | 
PRICES AND WAGES America's workers had a pay rise of 496 in the year to March, but after 
allowing for inflation real wages fell by 1.296. West German earnings rose by 4.8% in the year to 
February, a real rise of 296. Sweden's workers celebrated a 9.9% pay increase in the year to 
January. The 12-month increase in Britain's wholesale prices quickened to 5.696 in March. 
Switzerland's 12-month rate of consumer-price inflation edged up to 5% in March. 


% change at annual rate 
consumer prices* wholesale prices" wages/earningst 

3 mthst 1year —— 3 mthst 1 year 3 mthst 1 year 
Australia +477 + 7B Nov + 42 + 7.0 Nox + 94 + 6.2 Nov" 
Belgium + 34 + 34 Mar + 1.0 + 4.7 dec +37 +42 o* 

_+ 42 + 5.4 Feb ~ 0.8 + 04 fe + 69 + 5.0 Jan 
= +27 + 34 re - 40 + 12 % t 39 + 44 os" 
W. Germany + 45 + 2.7 Mar + 0.4 + 47 Feb + 41 + 4.8 feb 
Holland +08 +22 mw — 3.2 nil Jan l + 16 + 1.4 feb 
italy +68 +61 ww + 60 + 54 dec + 65 + 6.9 de® 
Japan ~ 05 + 36 Feb — 0,1 + 35 re +10.0 + 5.9 Ja 
Spain + 6.1 + 7.3 Feb +23 + 2.8 re + 27 + 5.3 m 
Sweden +12.8 + 8.7 Feb + 63 + 5,4 Feb + 89 + 9.9 san* 
Switzerland + 7.3 + 5.0 ma + 1.6 + 23 re +157 386 o* 
uk + 69 + 75 te +65 + 56 ma +117 + 9.3 Jan 
SA + §5 + 5.3 Feb + 79 + 541 re + 3.3 + 4.0 Mar 


pi y wage rates in manufacturing except Australia, m earnings, Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly 
earnings; UK, monthly earnings for ail em yees. 


g CHOCOLATE BOX As you munch your 
way through your chocolate eggs this Easter, . 
consider how your annual chocolate con- 
sumption compares with that of others. The 
Swiss are the biggest chocolate lovers, 
guzzling an average of 9.0kg each in 1988— 
equivalent to 173g (or almost a large bar) a 
week. The Japanese don't know what they 
are missing, nibbling a mere 1.5kg each. If 
only chocolate consumption were an indica- 
tor of economic success, Mrs Thatcher's 
policies would indeed have looked good for 
Britain in the 1980s. it has leapt from 
seventh to third place in the international 
guzzlers league, with the average Briton © 
enjoying 7.0kg in 1988. Every country but 
one in the chart ate more chocolate in 1988 
than in 1980. The exception was Ireland, 
where consumption remained at a 5.9kg. 

























T APRIL 14 1990 


Stockpile of the previous agreement and toa 


T Footnotes applicable to all tables. Ail figures seasonally adjusted ETT not seas. adj. t Average of latest 3 months compared wag: of previous 3 mos, at annual rate, na not avail 


| COMMODITY PRICE INDEX. 
The international Natural 
* Rubber Organisation's buff- 
er stock manager has bought about 30,000 
tonnes of rubber this year to prop up prices, 
which have fallen 4596 from their peak in 
mid-1988. Although natural-rubber demand 
has grown faster than output over the past 
two years, rubber is still oversupplied 
thanks to the sale of 360,000 tonnes from the 

































surplus of latex. Malaysia's natural-rubber 
output fell 1496 in 1989 to a 17-year low of 
1.42m tonnes. Rubber supply has risen in 
Indonesia to 1.25m tonnes, and in Thailand, 
where output has exceeded 1m tonnes for- 
the first time. Demand has been particularly - 
weak in the American car industry. — 





1985-100 * change on E: 
Apr 3 Apr St one = one 











All items 130.4 1289 +06 -119 
Food 1027 _ 1045 +17 — 85 
industrials B | m 
All ...1879 — 1552  — 01 -—140. 
_Natt — — 1398 — 1409 +29 -& 31 
Metals 1707 — 1653 — — 18 -—218 
Sterling index — 2i 
All items - 102.2 10186 = tr — 92 - 
Food 805 4 817 ^ Á—06 —57- 
industrials b. 
All 1238 — 1214  —24 -13` 
Nfa t+ 1096 — 1102 +04 +62 . 
Metals 1338 1293 — 42 194) 
SDR index 2 
All items 1021 1012 +01 —123 
Food 80.4 014 t 139 — 90 
industrials ; 
Ali 1236 1209 — 05 -144 
Niatt 1094 1098 č +24 +25 
Metals 1336 1208 -23 -222 
3 per oz 37525 37525 — 53 — 2 
$ per barrel 18.60 — 1708 — B4 


£Provisiona! ++ Non-food agriculturals 
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BI BOND YIELDS Since the beginning of | WORLD "BOURSES Tot revived after last week's dramatic falls, rising "m 8.6%, It is ; still 2% 
1990 nominal long-term government bond | down from its record high. Paris, encouraged by interest-rate cuts, climbed 4.896. New York gained 
yields have risen by 13 percentage points in | 0.8% and London rose by 0.3%. 





both Japan and West Germany. in West | Stock price indices | % Change on 
Germany government bond yields are now Apito — . 190 — — —— e one record 31/12/89 
higher than those in America for the first high low week year = high —  inlocal — in$ 


‘ f currency terms 
tme since February 1976. in real terms ae ag a a E ae a e WURDE 












| | Australia 1528.2 1713.7 1505.4 +14. + 81  —337 #—73 -—104 
(measured asthe nominal return less the Belgium ^ 61101 65094 55682 4 03 4 51  —102  -— 857 -39 
latest 12-month rise in consumer prices) Canada  .36137 40095 36129 ni ^ -* 17  -121  - 90  -92 
West German government bonds yield 6%, | France — 5477 554.7 482.9 +48 +209 .—25 — 11 + 07 
almost twice as much as the real yield on | W.Germany 23539 24140 21510 — — 09 +385  —25 +75 t75 
: American Treasury bonds. The increase in | Holland — 1969 206.3 1842 +09 + 60  - 65 - 28 - 26 
German bond yields is mainly because of Hongkong 2954.7 3014.0 2736.6 + 0.7 ~ 22 —25.2 + 42 + 42 
-lears that German monetary and economic | T -ea 995. 074. 96971. S a ce 
‘union will Tead to higher inflation and stron. | 39681... 99919... 99908... ee LE LL d ie 
ger investment demand. in Japan bond Singapore 1505.8 1607.1 14813 — 28 +263  —63 +17 +29 
w South Africa 2887.0 3211.0 27550 | — 07 +174  —101 +35  -—75 
yields have also risen (though they have | Spam 255.6 302.9 248.2 430  -— 140  -223 -199 -—122 
fallen a bit recently) because of worries over | Sweden 11430 13179 11272 « 14 $ 18 168 - 94 — 8A 
igflation, concern over the falling yen, and | Switzerland 7491 787.2 737.6 $15 418 -s6  —15 418 
uncertainty over future monetary policy. UK 22277 24637 2216.0 +03 + 97  Á—96 -80 -96 
USA 27221 28102 — — 25432 #08 +183  —931  —11  -11!. 
Worldi 4912 . 5710 4683 449  -— 24  -140  -134 —13.4 


KR ES M P ME us series $ Morgan Stanley Capital International nal }Converted at financial rate 
a —— 7*7 —€ 


MONEY AND INTEREST RATES The growth in West Germany's narrow money supply quickened to 
3.196 in the year to February; its broad money grew by 4.5%. Yields on Japanese and British long- 
term government bonds eased slightly; West German government bond yields reached 9.0%. 


Money supplyt | interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
% rise on year ago Money market Commercial banks — . Bond yields Eurocurrency 
Narrow Broad Overnight 3 months Prime Deposits Gov't Corporate Deposits Bonds* 
[M1] lending — 3 months — long-term 3 months 


Australia — — 0.6 +20.9 sn 1515 15.20 19.50 15.20 13.45 (14.08 14.75 14.26 


pP n ——————————————————M M E amma a a se Ln tira e A aaan paa an: 


France +65 62 vc 1000 988 1080 1018 064 1038 1013 9.97 
W. Germany + 3.1 +45 m 795 820 1050 746 900 900 825 879 
Holland + 57 +15.1 æm 825 | 8.55 1075 855 897 — 952 850 9.19 
italy +10.4 +10.2 ; 1250 1275 1400 na 1227 1208 11.88 12.26 
Japan +07 +118 re 694 6.59 625 2.04 7149 7.54 7317.29 
ue Spain 4147 + 8B m 1457 1500 1625 725 13.21 1409 1418 13.80 
West Germany | | Sweden na +95 o 13.60 1405 1550 1409 13.97 15.24 1363 1460 
Switzerland 63 + 51 i 938 938 1125 863 655 7.15 925 744 
UK - +64 +179 ro 1191 1513 1600 1513 1160 1370 15.25 1390 - 
USA +18 +33 re 819 826 1000 836 8.52  — 9.29 844 — 931 
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Other key rates in London 3-mth Treasury Bills 14.5%, 7-day interbank 14.7%, clearing banks’ 7-day notice 4.0%. Eurodoll 
rates (Libor): 3 mths 8.5%, 6 mths 8.6%. 


——————————————————!——————€———————— QE ER EE RR 


$M except UK MO; M3 except Belgium, Holland, Italy and Sweden M2, Japan M2 plus CDs, Spain M3 + other liquid assets, UK Má. Definitions of interest rales 
quoted available on request. Sources: Banco Bilbao Vizcaya, Chase Manhattan, Banque de Commerce (Belgium), Credit. Lyonnais, Credit lyonnais Bank 
Nederland, Svenska Handelsbanken, Westpac Banking Corp, CSFB, The WEFA Group. These rae Cannot De conside rs Dy thes: i Danks. *New series, 


TRADE, EXCHANGE RATES AND RESERVES West Germany's current-account surplus rose to $53.1 billion in the 12. months to eae its visible 
trade surplus fell in February to $6.7 billion. In the same month Sweden ran a trade surplus of $524m. in UU NON terms the La gained 1.196, 
the m lost 0.696, and the D-mark hardly budged. 








trade balancet current- trade-weightedti currency units per $ currency units —— foreign reservestt 
. $bn account exchange rate Doc. = $bn 
latest. latest 12 balance $bn TRAE. 
month — months latest 12 mths latest year ago latest year ago perg perSDR perecu - Feb = year ago 
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| | 9 133 ^ 135 
l 23 109 ' 9.0 B 
12.9 15.4 
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Concern over the proposed monetary union with 
-the GDR has upset the West German bond market. 


The fundamentals have been 
and speculation. 


There is no denying the fact that the 1990 


the wrong foot. Sentiment, which had been comparatively strong at the 
end of last vear, hit an abysmal low earlier this vear. Yields ticked up 
almost daily, propelled by the slide in “bund” futures prices on London's 
LIFFE and the debate on the proposed economic and monetary union 


between the Federal Republic of Ger- 
many and the GDR, which many see 
as a serious threat to price stability and 
the D-mark’s strength in the currency 
markets. 


This caused the average public bond 
yiekl to rise from 7.60% at year-end 
1989 all the way to 9.15%, its highest 
level since the autumn of 1982, despite 
the fact that the economic environment 
does not provide the least justification 
for such a big jump, But the market paid 
litte heed to sober arguments based on 
hard facts in the past few weeks. 


Whether and when the fundamentals 
will reassert themselves depends not 
least on how soon the anxieties and 
speculation about the possible conse- 
quences of monetary union with the 
GDR can he laid to rest. 


Bonn's borrowing reserves 


While the demands on the public authorities will doubtless increase, 


the current state of their finances provides 
borrowing than many people seem to think 
Federal Government severely reduced 


and other institutional investors in the past few years. The Federal 
Government's debt on the books of institutional investors has dropped 


to its lowest level since the early 1980s. 


that the federal debt rose by no less than DM 260 billion in the 


past decade, the decline in funding th 
Certificates) looks even more impressi 


Certificates of the total federal debt dropped from 51% in 1980 to 
21% at year-end 1989. If the Federal Government merely decided 
to return to the 1980 borrowing pattern, it could raise an additional 


DM 145 billion from banks and other insti 





E Luxembourg, Tel: 47 59 11-1, Representative Offic 
Tel: 862-8840; Paris, Tel: 40671929; Vienna, Tel. 









Bayerische Landesbank 


-. Head Office: Brienner Strasse 20, 8000 München 2. Tel. (89) 2171-01. Telex: 5286 270. 
Telefax: (89) 2171-35 79. Branches: London, Tel: 247 0056; New York, Tel: 310-9800, 
Singapore, Tel: 2226925. Subsidiary: Bayerische Landesbank International S.A., 





eclipsed by emotion 


bond market vear started on 
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| DebtReduced by Half 


While the West German Federal Government, the federal states (Laender) and 
| focal authorities had raised some DM 55 billion in new Ioans to finance their 
| budget deficits in 1988, these borrowings were reduced to half this figure, 1.2. 
some DM 27 billion, last year. The prospects for the public authorities finances 
in 1990 are also quite favorable, despite the i055 of revenue caused by the ihid 
round of tax cuts. However, the financial burden resulting from the merging af 
the two German states is still an unknown quantity. 


more scope for an increase in 
, We should not forget that the 
its borrowing from banks 


H we also take into account 


rough debt certificates (SD 
ve. The percentage of SD 
just fill out the coupon selow 


tutional investors. letterhead. 


Name 










es: Tokyo, Tel: 287-01 35; Toronto, | m" BN | 
:53531 41; Johannesburg, Tel: 838 16 13. ease print 


MONEY AND CAPITAL MARKETS REPORT — MARCH 


Will Fundamentals Prevail 
in the German Bonc 


This means that, even if sales of public bonds should not proceed as 
smoothly in the months to come as they did in the past, Bonn would byno 
means be faced with a funding crisis. It could easily raise additional fur 
via SD Certificates in the event that the need to provide assistan 
the GDR should raise Benn’s borrowing requirements. — 


with the GDR will impose on the public budgets. And there is an 
point: The bulk of the funds required is likely to be provided | 
private sector, mainly via investments by companies. What is needed 


a threat to the West German bond market if it had to be financed 
exclusively through the domestic debt market. And there is no ground 
for the assumption that this will be the case, particularly in view of 
the internationalization of the financial markets, which recognize 
opportunities when they see them. And German reunification will not 
only cost money, it will also provide enormous opportunities. 


i To receive your complimentary copy, 


in English or German, of the current 
issue of Bayerische Landesbank's 
Money and Capital Markets Report. 


and enclose your business card or 


Yes, please send me a complimentary copy of the latest issue of your < 
Money and Capital Merkets Report. e 
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now is a cool head rather than wild 
conjecture. | 


Applied to the bond market, all this — 
means that neither a steep rise in interest 
rates nor a major spurt in inflation is in 
the pipeline, The recent uptick in interest 
rates in the Federal Republic, triggered 
by fear that the Federal Government 
and industry could be saddied with a ; 
crushing financial burden, is a purely > 
psychological phenomenon, which 
cannot be combatted with logical. 
arguments, at least not for the moment 


Once international investors start tO ` 
realize that unification with the GDR 
will increase the Federal Republic's 
economic potential, this will have a 
positive effect on both the D-mark and 
the German bond market. 


To summarize: The move toward 
German reunification would only pose 


Bayerische Landesbank 
Girozentrale Ee 
Economics Department 
P.O.Box 200525 ui 
D-8000 Munich 2 
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For those who will not 
settle for second best. there is 
only one name. The name that 


connoisseurs and collectors 
have come to know and admire 
asthe ultimate in watchmaking. 

For Audemars Piguet have 
been creating the finest 
mechanical timepieces since 
1875. 

Today, these masterpieces 
remain unchallenged. And so 


it will be in the years to come. 





The classical automatic wristwatch, the Perpetual Calendar and 
the Dual Time indicating two separate time zones 


with one automatic movement 


AP | 
Audemars Piguet 


Sole Agents and Service Centre: BANGKOK: Trio Import Co., Tel. 253.03.60. HONG-KONG: Desco (HK) Ltd., Tel. 3-691 221 
JAKARTA: Pantja Niaga, Tel. 346071. KUALA LUMPUR: Silvaroyal (Pte) Ltd., Tel. 232-1573. SEOUL: Sungsan Trading Co., 
Tel. 777-3841-3. SINGAPORE: Silvaroyal (Pte) Ltd., Tel. 337.93.62. TAIPEI: Audemars Piguet Showroom, Tel. 701.96.39 
TOKYO: Desco (Japan) Ltd., Tel. 5562.12.71. SYDNEY: Desco (Australia) Pty, Tel. 264-7822 
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HOW FUJITSU 





KEEPS TRIP STRAUSS 





ON TOP IN TOKYO. 


Trip Strauss is a young American 
investment banker working in Tokyo. An 
M.B.A. from Stanford, fluent in Japanese, 
he spends his days selling million dollar 
blocks of equities to large Japanese insti- 
tutional investors. 


The lifeblood of his business is informa- 


tion. "Every day,” he says, "| have to tell my 
clients at least one thing they don't know.’ 
To get that information he is constantly 

on the phone or fax around the world, or 
staring into a computer monitor which is 
tied through telephone lines into an on-line 
mainframe computer system back in his 
home office in New York. 


DEMAND IS ENORMOUS 


The demand that he alone places on 
Tokyos communications facilities is enor- 
mous. And he is only one of hundreds of 
thousands of international businessmen in 
the city. Which is why KDD, Japans inter- 
national communications company, recent- 
ly got together with America’s AT&T to lay a 
new Transpacific Cable (TPC-3) between 
Japan and America. The cable is the first 
optical fiber submarine cable across the 
Pacific, and the longest in the world. No 
thicker than a garden hose, it can carry 
8,000 phone calls at a time, compared with 
fewer than 1,000 for the two huge copper 
cables already in service. 


cO 
FUJITSU 


REPEATERS ARE THE HEART 


At the heart of this epoch-making sys- 
tem, which was designed to last 25 years 
without a failure, are the repeaters. Spaced 
at 50- to 70-kilometer intervals, these in- 
credibly complex devices boost the signals 
across the thousands of miles. These re- 
peaters were manufactured by, among 
others, Fujitsu, one of the world's top com- 
puter and telecommunications manufac- 
turers, with projects completed in 100 
countries. Fujitsu is involved in projects like 
this all over the globe, helping create the 
communications infrastructure that's mak- 
ing it possible for people like Trip Strauss— 
wherever they are—to stay on top of the 
world. 





This OS-280M optical submarine branching unit 
is a prime example of Fujitsu's futuristic submarine 
cable technology. One of only a few such devices in 
the world, it comprises an optoelectronic switching 
system required for 3-wey branching with a fully 
multiplexed capacity of 8,000 circuits. 





The global computer &. communications company. 
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Ocean Of Difference 








IT TAKES AN OCEAN TO DEMONSTRATE 


THE DIFFERENCE BETWEEN THE BAE 






800 AND THE NEW BAE 1000. 

WITH ITS UNPRECEDENT: 
ED MID-SIZE RANGE OF 4,150 
STATUTE MILES, THE 1000 CAN EASILY £ 
CROSS THE ATLANTIC. THE 800 EASILY 
CROSSES CONTINENTS WITH ITS OWN 
IMPRESSIVE RANGE OF 3.450 STATUTE 
MILES. 

THIS DIFFERENCE ASIDE, THESE 
TWO REMARKABLE AIRCRAFT HAVE A 
STRIKING, BASIC SIMILARITY. BOTH ARE 


BORN OF THE SAME UNPARALLELED 


EXPERIENCE, THE SAME RIGOROUS 
DESIGN STANDARDS THAT BRITISH 
AEROSPACE IS FAMOUS FOR. 
y THE 1000 HAS A CABIN NEARLY 
THREE FEET LONGER. AND 
NEW PRATT & WHITNEY 305 TUR- 
BOFAN ENGINES THAT ARE THE MOST 
POWERFUL IN THEIR CLASS AND SIGNIFI- 
CANTLY MORE FUEL EFFICIENT THAN 
THE COMPETITION. 
THE 800 IS THE ESTABLISHED MAR- 
KET LEADER IN THE MID-SIZE CATEGORY. 
ITS RELIABILITY IS LEGENDARY, WITH A 


REMARKABLY LOW MAINTENANCE 


Between Them. 


HOURS TO FLIGHT HOURS RATIO. PRO- 
DUCTION IS SET TO CONTINUE WELL INTO 
THE 1990'S. 

BOTH AIRCRAFT HAVE CABINS FIVE 
FEET NINE INCHES IN HEIGHT, HE 
ROOM FOUND IN NO OTHER MODERN MID- 
SIZE CORPORATE JETS. BOTH OFFER 
CABIN INTERIOR ARRANGEMENTS TO 
CUSTOMER CHOICE. AND BOTH REPRE- 
SENT CONSIDERABLE IMPROVEMENT FOR 


THOSE WEIGHING THE BENE- 






FITS OF UPGRADING FROM 


SMALLER AIRCRAFT. 


— a 







THE 800 IS 





d 


AVAILABLE RIGHT NOW. 


1000 DELIVERIES, STARTING 





IN THE SPRING OF 1991, ARE AT 
LEAST THREE YEARS AHEAD OF THE 
COMPETITION. 

FOR MORE INFORMATION ON THE 
BAE 1000 OR THE BAE 800, WRITE: COR- 
PORATE AIRCRAFT SALES, BRITISH 
AEROSPACE (COMMERCIAL AIRCRAFT) 
LIMITED, HATFIELD, HERTFORDSHIRE, 
AL10 9TL ENGLAND. TELEPHONE 
(0707) 262345. IN THE USA: KENNETHC. 
SPINNEY, VP MARKETING-CORPORATE. 
BRITISH AEROSPACE, INC.. P.O. Box 
17414, WASHINGTON-DULLES INTERNA. 
TIONAL AIRPORT, WASHINGTON, D.C. 


20041. OR CALL 703-478-9420. 
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The world's weather 





























































ture weather’ 


need to be mixed with tomor- 


varming] may never happen.” 
- You can be certain that in a 





climate Change (rcc), a < 





rematurely : leaked | 
he world’s leading c 






tion. of global rng Th 
profess that "we are convir 
by the reality of an increasin 











- humankind on the planet. 
Your leader wr 





that smacks of "planet manage 
ment" 
me. For we are already mana 
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Si—The excellence. of your rre 


: April 7d) Was 
ill-matched by the Kader which 
“accompanied. it. "Such lessons 
from the past”, it concluded, 


Ow's uncertainties: it [global 


yusiness-as-usual world it will. 
€ scientists’ working group of 
e Intergovernmental Panel on. mosphere, 
f governmental and university ; 
cientists set up by the UN Gen- 
ral Assembly in 1989, has re- 
ently finished its report. In ns 


[man-made] greenhouse effect", 
. and predict that if greenhouse- 
< gas emissions continue at their. 
" present rates, the world average - 
"temperature will rise by around. 
— 1VY'C within 30 years, taking the 
-world within less than half a cen- 

- tury into heat never before ex- 
| perienced during the tenure. of 


! iter. advocates: 
- policies which need | enacting for 
„other reasons—phasing out of. 
CFCs, arresting deforestation and 
the like—but eschews. anything 





- overview of. 
This seems. strange ie 


l the planer s atmosphere: pro- 


foundly mismanaging it. The at- 
mosphere contains 25% more 
carbon dioxide than it has done 
for at least 160,000 years. Given 
the portents of the IPCC report, 
to allow the atmospheric con- 
tent of carbon dioxide to con- 
tinue its rise at anything ap- 
proaching the present rate of 
0.2596 a year is to play roulette 
with the environmental security 
of future generations. - 

The pcc scientists have calcu- 
lated that to stabilise the carbon- 
dioxide composition of the at- 
cuts in global 
emissions of that particular 
greenhouse gas would need to be 


as high as 50-80%. A tall order 


indeed. And yet the lessons of 
the past are clear: to continue 
with today’s greenhouse-en- 


hancing energy, agriculture and - 


chemical-industry practices is to 


. mortgage tomorrow's climate 
without knowing if the repay- 
: ments can ever be met. 


3bondon. 


e LEGGETT 
. Greenpeace 





| Wrong number | 





Sin—How can’ you begin your 


survey of telecommunications 
(March. 10th) by stating that 
talking counts for about nine- 
tenths of telephone companies’ 

 business—which is- true—and 
_ then concentrate on the remain- 
ing one-tenth? Your survey was 


dazzling sales talk for a particular 


MM ——— 


SUBSCRIPTION COUPON 

The Economist Newspaper Limited 

|. Zduróng Port Road, Singapore 2261, Republic of Singapore — 
olent i Unies 23008, Registered Office 25 St James's Street BWIA THG 







Weite REECE ERT AEETI ALT mA EY 4 d ah S CEPR EAE IIS AREY LOW RAV SE UAE PAL PA EA SATA EEE 


LEETE EERE HSE DPARERL TERED ER EGOREELTRE ETO OR EEO TERETE REEESH HOO 








| telecommunica- - 
tions; there are others. If Iwerea 
"resident of anywhere in the 


telecotmiünicationg had to do 
with me. Come to that, even the 
technological West itself was in- 
adequately ‘covered; everything 
progressive seemed to be going 
on in North America, Britain 
and Japan. But are Sweden and 
Italy, for example, really so back- 
ward! And is France so wrong- 
headed! Anyone who uses tele- 
communications widely in 
France and in England would 
disagree seriously with you. 


Begnins, 
Switzerland A.W. BOYLE 


——] 


SIR— The prescription you sup- 
port for telephone companies 
(Prrs) is that they develop into 
computer- and communications- 
based service businesses. As you 
point out, history has endowed 
the PTTs with a corporate culture 
unsuited to this strategy. 

I was disappointed, therefore, 
that your survey appeared to dis- 
miss France's Minitel. Despite it 
being a terminal whose human- 
computer interface must be 
judged one of the most un- 
friendly imaginable, Minitel has 


_ been very successful at stimulat- 


ing service businesses. Although 
primitive, it is the best example 
there is of what happens when, 


instead of the prt providing its 
Own services exclusively, it also 
'provides the capability for oth- 


ers to create services. Conven- 
tional accounting does not cap- 
ture the full economic impact of 


this approach. 
London Martin McCaic 





Sexists unite 


Si&—Oh dear, so L. Koerner 
(Letters, March 31st) finds it not 


just sexist to publish a drawing 


of a caveman buying a young fe- 
male companion with a fur coat 
(which they surely did, since 
men still do it today) but a reflec- 
tion of Britain's “economic, so- 
cial and cultural —and why not 
artistic, political and indeed 
mineralogical while we're at it?— 
"decline". 

Thank you, L. Koerner, for 
proving Americans of either sex 
are equally good at humourless 
pomposity. And if New York 
magazines are prepared to be 
censored by bores like this, 
please, dear Economist, stay in 





| Cambridge, | 
. Whose main concern is what is 
and what is not passé. I hope you 






merely to diferentiate en 
the sexes. It is not an “outmoded 
social prejudice" to recognise 
implicitly or explicitly the full 
range of innate physical, mental 
and emotional differences which 
divide the sexes. It is an utter 
and insidious pretence to por- 
tray men and women as equal in 


.any sense other than before the 


courts (ideally and before the 
eyes of the Lord. 

. You really shouldn't bother 
about the likes of offended" of 
Massachusetts, 


will continue to convey and de- 
pict fact not fancy in diagram 
and text, ancient and modern. 





Grays, 
Essex ANDREW SHOL 
Japan-bashing 


Sir—The letters (March 3rd) re- 
sponding to your article on 
American-Japanese relations are 
revealing. Messrs James Fallows 
and Clyde Prestowitz are both 
stung by your rather gentle state- 
ment that a “whiff of McCarthy- 
ism is in the air.” They take the 
occasion to throw the same ac- 
cusation back at you and say it is 
McCarthyite to speak of “Japan- 
bashing”. 

They protest too much. 

Japan-bashing is real. It didn’t 
start in the past 12 months, as 
Mr Fallows now implies in order 
to make out that recent hostile 
Japanese reactions are aggressive 
rather than defensive. In 1' 
our group, Association to Ur 
the Democracies, was. bemoan- 
ing the fact that "already Japan 
is treated in public rhetoric as an 
enemy—and far more unre- 
strainedly than the Soviet 
Union.” Despite the funda- 
mental changes in the Soviet 
Union, Japan is still, in its spirit, 
thinking and international be- 
haviour, far more of a friend and 
far less of an enemy to America 
than the Soviet Union is. 

Japan-bashing is racist at root. 
If its leading exponents are too 
sophisticated to be racist in the 
crude sense of the word, the fact 
remains that the main source of 
their appeal is racism. We may or 
may not sink into a major tit-for- 
tat trade war with Japan, but al- 


ementi London. ready we are several years into a 

Brussels ANNE-MARIE SMON major tit-for-tat hate war. The 
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A demanding: and challenging scoolnmeii -- on com | 
move on to further projects elsewhere in the wo 















whole apos prior to coming on stream in 1952. pale te otis and ORAS x houses and d apartments 
to high net worth international individuals, who will wish to invest in a property within an hour's drive 
of Paris in this well thought out golf and leisure complex. The ability to market the concept of a high 
quality investment attractive to both the business and family clientele to the success of this ap- 
pointment. Salary negotiable £60,000-£80,000 + potential to earn up to a total of £200,000 by way of. | 
incentive-related. bonus + accommodation and fringe benefits. Applic noe in strict confidence . 


under reference MMGC471 SE, to the Managing Director: 
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CAMPBELL JOHNSTON ASSOCIATES mm RECRUITMENT CONSULTANTS iD. 3 LONDON WALL BUILDINGS, LONDON WALL, LONDON EC2M SPJ. 
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The cashew improvement programme of Tanzania' 5 Ministry of ERRA and T Develosméntà is ; designed t to dis 
revitalise the cashew industry and increase production, by adopting a multi-disciplinary. approach to to develop improved ~ 
production/extension packages for farmers, Applications are invited for the following senior po sitions which are funded 
by an IDA/World Bank Credit to the Government of Tanzania. The posts. are initially of two Bu duration with 
remuneration at a competitive international level. x 


1. FINANCIAL CONTROLLER Applicants should be qualified accountants (CA, 
post qualification experience. Agricultural knowledge and experience of E mp 
systems in developing countries is essential. - Ea A 


2. AGRONOMIST FOR TREE CROPS PRODUCTION AND DEVELOPMEN NT The. agronomist: shoul have. i 
advanced degree in agricultural production of annual and tree crops and at least eight years international experience with 

_ tropical smallholder treecrops production systems, their management. and extension. Experience with. SPOSE ot 
farm demonstration/training programmes and in working with. research/extension agents is desirable, oo ceo 


3. INPUT SUPPLY AND MARKETING SPECIALIST The specialist should have a degree in marketing with at least five 
years international experience in credit management and marketing, with regard to smallholder farm inputs and 
agricultural produce, in developing countries. Experience with relevant iovértment bodies and private agencie n 
Africa is essential. 


4. MONITORING AND EVALUATION SPECIALIST The specialist should have an advanced. degre sin a 
economics, statistics or a relevant social science with at least five years experience of. conducting. rural si ,90 
monitoring and evaluation in Africa. Knowledge of survey design and data analysis is essential as is familiarity with the- 
use of micro-computers. Experience with agricultural extension and production programmes, especially of tree crops, 
and the application of modern management techniques to such projects would be an advantage. | 


Applicants should send detailed CVs to: Programme Co-ordinator, Cashew Improvement Programme, 
PO Box 6226, Dar es Salaam, Tanzania. Closing date will be four weeks from the date of this Miyertisement. | 
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peating a dangerously self-serv- 
ing national slip in logic, a wilful 










































our own hatreds. E 
It is into this tinderbox of hos- 
tile nationalist sentiment that 


have thrown their matches. 
These people have made big 
names for themselves out of Ja- 


and are rarely challenged for 
-that pretension. They propose 


are immune from serious criti- 
'cism—and they are curiously hy- 


_ passing criticism as they do get. 
_ Meanwhile, they spread insinua- 
"tions that those who take a be- 


` places critics in a double-bind 


. against ever reconsidering the 
factual foundations of its hatred. 
ir is strikingly parallel to McCar- 
~ thyism—except that this time 
the left joins in it, rather than 
_ trying to rule it out of the range 
-. of tolerable discourse. 
- Washington, 

DC IRA STRAUS 





Internationalise Bagehot 


Sim—Why must your highly 
opical Bagehot articles be al- 
ays carried in the Britain sec- 
on! True, Walter Bagehot was 
he supreme exemplar of British 


politics, but he was, equally, a 
universal economic sage who 
ote perceptively on a wide 


issues, which have an uncanny 
contemporary relevance. 


e three "primary conditions of 
ational good faith [credit]" as 
“a continuous polity; a fixed po- 
8 









blindness to the consequences of 
Messrs Fallows and Prestowitz 


pan-bashing. They are presented 
as spokesmen for patriotism, 


irresponsible policies, yet they. 


. persensitive to such occasional 


_ nign view of Japanese wealth are . 
paid apologists for Japan. This 


-and poisons the national mind. 


Washington, 
: DC 


mpiricism in economics and — 


range of international economic - 


Take, for instance, his shrewd — 
ppraisal in your issue of No- 
ember 23 1867 of “The danger 
f lending to semi-civilised [read — 
eveloping] countries". It lists- 








ssion of money," and adds 





"itis difficult to prove that... 





any oriental power possesses 
hese.” This was not a blanket 
iction of lending to such 















A nda umm s 
should properly be a movable 





feast between your Britain and 


International sections, depend- 
ing on the theme. 

Washington, 

DC . ANAND CHANDAVARKAR 





: A whole transport policy 


SiR— "Half a transport policy” 


. (March 10th) appears to be 
based on half a reading of “A 


Statement: of National Trans- 


_ portation Policy”, The policy en- - 


courages the use of peak-period 
pricing across all modes of trans- 
port for which the concept could 
make sense. Clearly, roadways 


.are included among the facilities 
that might use such a concept. 
The policy does not exclude the - 


use of road pricing; rather pric- 
ing is encouraged across all types 
of transport. On second reading 
I am confident you will see this 
as a whole policy rather half a 
policy. 


- Director 
National Trans- 
 portation Policy Team 





. Flexible figures 


.Sim—in “A greener budget” 
(January 27th), you cite some fig- 


ures I prepared on the carbon 
tax needed to reduce carbon-di- 


oxide emissions by 20%. I re- 


cently discovered an arithmeti- 
cal error. in my calculations. 


Correcting this and imposing 
the tax directly on carbon in- 


creases the required long run tax 


from the previously quoted fig- 
ures of 2496 on coal, 1996 on oil 


and 1496 on gas. The correct tax 


is £23 per tonne of carbon, or | 
40% on the price of coal, 32% 
^on oil and 1596 on gas. | 





say this is the "correct" tax, 


but the estimates depend criti- 
cally on how energy consumers 
. will respond to the tax; and en- 
_ ergy demand elasticities are very 
ART d conma" 


uncertain. The Department of 





Energy believes that the ela 


ity estimates I used were too 


ANTHONY KANE - 


large. 
This simple analysis, plus a re- 


ticated studies, suggests that cer- 
tain assumptions are of crucial 
importance in determining the 


consequences of a carbon tax. | 


The uncertainties surrounding 
the science of global warming are 
well known. But the uncertain- 
ties surrounding man's re- 
sponses are also important. They 
deserve more attention, - — 

Lastly, in setting a tax, we 
must ask what benefits it will 
bring. These are also uncer- 


_ tain—not least because they will 
depend on the strategic interde- 


pendence among countries and 
the ability of environmental dip- 
lomats to overcome the curse of 
free-riding. UE 





Software reversed 


SiR&— Your article “Soft in the 
head" (March 10th) seriously 
misinterprets what is at stake in 


the. European Commission's. 


draft directive on software 
copyright. 

You allege that the commis- 
sion's draft directive will put Eu- 
ropean software companies at a 


disadvantage to the major com- 


puter manufacturers by, among 


other things, banning "reverse - 
engineering". 


It is in the interests of hard- 
ware manufacturers to have as 
many software companies as pos- 
sible writing applications that 
run on their processors. This is 
why it is in the best interests of 
IBM and other companies to 


make readily available to soft- 


ware companies the information 
they need in order to write these 
applications. "Reverse engineer- 
ing", or more appropriately, re- 
verse  competition—that is, 


copying the fruits of other peo- 


ple's investments—is simply not 
necessary. 

Portsmouth, Davin LIVERMORE 
Hampshire IBM UK 





SiR—You are wrong to suggest 
that the European Commis- 
sion's software directive will give 
great advantage to big computer 
makers over software houses. 
The banning of "reverse engi- 
neering” as proposed by the 
commission reflects only the fact 


e Scorr BarreTT 
London London Business School | 













have computer copyright law 
largely forbid reverse engineer 


ing. The same is true of th 


cent survey I have carried outon © United States and Japan. Thi 


the results of other, more sophis-. 


situation does not appear ti 
have restricted software protec 
tion. Indeed, the American soft 
ware industry has flourishe 
within a framework of tighte 
software copyright law than th: 
commission proposes. 
RoBERT MORELANI 
Economic and Socia 


Brussels © Committee of the EC 





Beware the paws 





Sir—If Mr John Major has a dog 
or cat he should beware of it dis- 
lodging even slightly the plug 
which connects the printer to 
his word processor (March 
24th). | 

The surprise effect recently on 
my identical machine was to 
wreck the computer's central 
processor; the result was a com- 
plicated travel arrangement for 
its admission to a distant com- 
puter hospital. 

However inconvenient this 
event was for me, my homework 
does not include the natio 
economy. 
Portree, 
Isle of Skye 


.. RODERICK 
MACDONALD 









Special Market Survey 
FACSIMILE MACHINES 
| AND OFFICE COPIERS 


With the office copying market 
estimated to be worth almost £1.4bn, 
and the UK facsimile market 
expanding faster than markets in 
continental Europe, can this 
profitable momentum be maintained 
| into the 1990's? This Survey 
examines the structure of the UK 
copier and fax industries, distribution 
Channels, markets by sector and 
overall growth, and offers an 
independent assessment of market 
prospects over the next five years. 
Price includi UK £75 
The Economist intelligence Unit 
"Is Er 
London WIA 1DW, UK USA 
Tei: 01-493 6711 l Tek: (212) 460 0600 
A division of Business International 
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( RESEARI ^H DIRECTOR 
= Tokyo — 
Substantial Package 


p A high calibre consumer research consultancy, backed by the 


| resources of a global communications group, requires a - 


: l x talented and highly motivated Research Director. 


1 should have an outstanding record as a quantitative 
AORN with weli developed technical and business 






Ra management skills. You should be articulate, personable and 
| imaginative, with a genuinely international outlook. 


|. You would join a friendly, innovative and successful company | 


-A whose substantial growth is based on a truly blue-chip client 
ist. You would be one of its key directors, with real scope to 
Ape influence the company's further growth. | 


= The quality of this opportunity, in terms of intrinsic and financial 
reward and of career potential, is absolutely exceptional. 


Please contact Paul Knight at: Knight Chapman Limited, 
11 Garrick Street, Covent Garden, London WC2E 9AR, 
England. Tel: 071-379 7879 Fax: 071-497 2133. 





ION CONSULTANTS 








SEARCH AND SELECT 





SHREWSBURY SCHOOL 
Development Director 


The Governors of Shrewsbury School intend to appoint 
, à Development Director. They envisage a continuing 
programme of modernisation and development of the 
school in order to maintain its position as one of 
Britain's leading public schools. This will require the 
development of a well-directed, on-going Ar ong 
to raise funds from a variety of sources inclu ing Old 
Salopians, parents, industry, commerce and other spon- 
sors. This will be the primary task of the Development 
S nd 


rime requirement for the Development Director 
| 4 igh level of ability in developing good personal 

relations with a wide variety of diffe rent people and in 
communicating his own enthusiasm and commitment to 
the objectives of the development campaign. Sound 
administrative ability is required but previous experi- 
ence in fund-raising, although desirable, is not 
essential. 


A remuneration packa e (including an annual salary in 
the region of £20 000) will be offered to match the 
qualifications of the successful candidate. 


Written a MEE should be addressed to The Head- 
master, The Schools Shrewsbury, Shropshire SY37BA 
(please include a curriculum vitae and the names, 
addresses and telephone numbers of three referees). 
Cosine date for Appucanons: So 9 May 1990. 





|. Resource industries is responsible for managing 
the development of these resources. 


| advice to the Queensland Government on economic 


| Qualifications and Experience: Applicants should. 
| possess tertiary qualifications in Economics, 


| Appointment will be made dependent upon 


| Activities: The. appointee. will participate in 


| and liaison with industry and other Goverments. 


containing: full particulars of name, addres 
M telephone number, date of birth, marita! statt 
. qualifications and experience and pre: 





















































QUEENSLAND GOVERNMENT, AUSTRALIA - 


Department of Resource Industries 
ene 


The Aswan State of  Quéendland has. substan ati 
mineral and energy industries with an output ve 
at some $A5 billion per annum. Major comm: 
are coal, base metals, bauxite and gold. Within th 
Queensland Government, the Department. of 


The Department seeks to recruit a Resource - 
Economist who will be part of a small team providing _ 


and commercial aspects of resource development. - 


preferably at Honours or Post Graduate Level, and J 


have strong analytical capacities and good written $ 
and verbal communications skills. | 


WM The successful candidate will preferably have either 
E Government experience in a similar position or . 
have a mining/finance industry background | 


including some commodity analysis work. 


qualifications. and SAPER PNGE to the following | 
vacant position: | E 


SENIOR RESOURCE ECONOMIST - 
(Salary A$35, 869 - A$42,580 pa) 


economic, commercial and commodity marke 
studies, development of Government polic 
preparation of submissions, strategic plannin 
monitoring industry and macro economic tret 


Applications and Further Information: Applic: ‘ions 


employment, furnishing the name and add 
two referees should be marked "Confiden 
forwarded by 14 May 1990 to: | 


The Advertised Vacancy Officer 
Department of Resource Industries 
GPO Box 194 

BRISBANE QLD 4001 AUSTRALIA 


Further information can be obtained by contacting 
Mr R. u Hara 61 7 237 1399. 
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invested every year in research and developmen 
sees to that. 
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Is your company getting - And how you could 
_ the best value for money in improve the level of cover 
. Overseas medical provided for your 
-. insurance? |... employees and their 
Find out, by sending dependents. - 
_ for our guide to . . Naturally, we offer 
— International Health Plan. ee E grou} discounts plus extra 
Discover how you Send for this free guide today savings for larger groups. 
could reduce the cost to your company of Yet we build in an emergency 
providing overseas group medical repatriation service at no additional cost, 
insurance. | unlike certain other schemes. 


Send for your guide odis: Fillin the coupon below or attach your business card then 


mail to: PPP, International Insurance Dept, PPP House, Crescent Road, 
Tunbridge Wells, Kent TN1 2PL. 
Tel: 0892 503346 , Telex 95525 PPP UK G, Fax 0892 515167 


Se SS Se ee 


overseas medical insurance. Please send me a copy of your free guide. 
Name 


i ac ec ———— —— — 
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YS THE Kremlin trying to force Lithuania to 
A the negotiating table or to its knees? This - 
week Lithuanians were defiantly insisting on - 
independence in the face of Mikhail Gorb- 
 achev's economic threats. But for how much. 
longer? Western leaders have spoken up for 
Lithuania's right to self-determination, called © 
for words rather than weapons to solve the 
< wte, but not said what they would do if- 
- Mr Gorbachev ignored the advice. The hope 
was that, for all the bluster, a deal would be . f 
done to give Lithuania the freedom that in: 
principle Mr Gorbachev says it can have. The: R now is br 
by reaching for a new weapon—the energy taps—Mr Gorba- 
chev is pressing for capitulation, not compromise. If hei is, the 
West has to do something in reply. — 

Threats turned to action late on April 18th suben the sup- 
plies to Lithuania's big oil refinery were cut off (see page 52). 








This gave the dispute a new turn, yet there was still a glimmer 


of hope that Mr Gorbachev would deal. His ultimatums con- 
cerned things Lithuania's government has done since its dec- 
laration of independence last month—opposition to the So- 
viet army's spring call-up, the issuing of new identity cards— 
rather than the declaration itself. These things, say the Lith- 
uanians, unlike independence, are negotiable. Some take 
heart that Mr Gorbachev is threatening gas and oil, commod- 
ities the Soviet Union can sell abroad for hard currency. If he 
wants Lithuania to stump up dollars to keep the supplies flow- 


, that will be hard; but, say the optimists, it is a back- 


handed way of admitting that Lithuania has indeed cut loose. 
But what if Mr Gorbachev means to force Lithuania to 
knuckle under? As East-West relations are: stretched thin for 
the first time during the Gorbachev years, the West needs to 
keep some things clear in its mind. us 
The first is that the Lithuanians — a right. to indepen- 
dence on reasonable terms, awkward as their timing is. Even 
Mr Gorbachev accepts that the secret deal between Hitler 
and Stalin that cleared the way for Stalin to annex the Baltic 
states in 1940 was illegal. His argument that the Balts none- 
theless joined the Soviet Union of their own free will is wholly 
-implausible. In recent local elections four-fifths of Lithua- 
- nians voted for candidates who had called for independence. 
-Of course, the justice of Lithuania's claim does not make 
it any easier for Mr Gorbachev to preside over a bust-up of 
| the Soviet empire. Yet the odd thing about the row between 
Lithuania and the Kremlin is that it is not supposed to be 
about the right to independence as such—that has suppos- 
edly been conceded—but about the manner of the separa- 
tion. There Mr Gorbachev has a right to expect that the de- 











response. Mr Gorbachev is trying to mesh the Soviet ecor 















































parting DR will come to à reasonalil 
- settlement of economic claims and take 
count of Soviet security worries. ‘That 
say, they are ready to do. What Mr G 
chev does not have a right to do i is to ma 
in effect, impossible for Lithuania to leave 
dictating unattainable conditions: an impossi 
bly high economic price, the assent of two- 
thirds of all registered voters, and yet a reru 
of the referendum if only 10% of the popu ; 
tion demand it — qm 
If Mr Gorbachev is bent on hammering: h 
ihoaan there i is not a great deal the West can do direc 
to help them, though what there is should be done. There 
plenty it can do to rebuke Mr Gorbachev. It makes little ser 
to interrupt the arms-control talks, since they are in the. 
West's interests too. But if this week's sanctions escalate. to 
economic blockade, one sane ought to be next month's. 
Bush-Gorbachev summit. Would such a public humiliation 
encourage the Russians to stall over other things the W 
wants, such as speedy German unity? Maybe for a while. 
the collapse of communism in East Germany leaves them 
tle hope of stalling for long. ^. ^ - 
-Sanctions that fall short of all-out warfare diio: desav 




















omy into the outside world—through trade talks » Teques fo 
loans, observing organisations such as GATT and the IMF 
work, and so on. If Mr Gorbachev. tightens the. 
Lithuania, the West can frustrate his ec iic amt 
One thing it can do is to give diplomatic reco; 
the Lithuanian government. It can also give credit 
for oil which could be delivered in a tanker or two 'm 
by, say, peaceable Swedes: freelance actions by: 
could prove even more effective than those by go 
And the West can make it plain that Soviet bellig 
Lithuania will make it much harder for Mr Gorbach 
borrowing from the proposed Furopesn HOT 








The song, not the singer 


Would all this undermine the one Russian P the W 
can do business with? For all the admirable 
done, Mr Gorbachev does not deserve the W 
any price. Nor will allowing the hardliners tow (€ 
nia help him defeat them on equally tricky: politi 2 
nomic reforms. Mr Gorbachev has won respect as a pre 
of change. He loses it when he becomes a blocker of chan 
One day Lithuania will get its freedom. Better to hand ito 
amicably sooner than to a it bitterly later. 


Peace is breaking out. So, alas, is conflict 





[HE world is still a dangerous place. Such a commonplace : 


is worth repeating only because the end of the cold war 


nd the new relaxation between East and West have tempted . 
ome to believe that peace is the order of the day. It is not. Rid. 
f one big source of tension, the world still has lots of little 
nes: neither hatred, intolerance nor aggression, nor even the - 


lash of ideas, died in tumultuous 1989. If that was the view 
m the top of the newly-breached Berlin Wall five months 





go, it certainly isn't from the hills of Kashmir or the streets of . 


el Aviv today. 


In some ways 1989 may have made the world, or parts of - 


; more dangerous. Not because the collapse of communism 
nd the liberation of Eastern Europe were in themselves any- 
thing but a blessing: apart from the benefits for the East Euro- 
peans, they have plainly reduced the risk of the kind of war 
that could engulf the globe in a nuclear holocaust. But the 
third world, for a while at least, may find that life becomes 


rougher. As the influence of the superpowers declines, the 


unpredictability of the regional powers grows. Voters in the 


rich world, particularly those in America, may see less self- 
interest in peaceful solutions to far-away conflicts. And hith- 
erto passive peoples may now be infected by the example of 
' those who won their freedom in 1989. | 


-. Consider Kashmir * d 

_ Close to the roof of the world, Kashmiri separatists have been 
_ trying to detach their state from India for more than 40 years. 
. Twice India and Pakistan have gone to war over it. The sepa- 
. ratists argue that their state should be either independent or 
_ attached to Pakistan, which already holds a third of the old 
principality of Kashmir that was in effect partítioned in 1948. 
Given a chance to vote on it, Kashmiris would probably opt 
for secession: about 60% of them are Muslims (like almost all 
Pakistanis) and, despite the high degree of autonomy that was 
until recently granted to them, many resent the way they have 
been treated by the central government in Delhi. — | 


_ With luck, India and Pakistan will stop short of a third 


ar over Kashmir. India's prime minister, Mr V.P. Singh, has 
been talking tough, calling for an end to the support that he 
says Pakistan is giving the separatists, and asking Indians to 
steel themselves for war (see page 23). Bellicose though it 
sounds, this fighting talk may be designed more to show In- 
dia's seriousness of intent in hanging on to Kashmir than to 
promote a war with a prickly neighbour. 
. The argument over Kashmir has many of the ingredients 
ical of third-world quarrels—and some first- and second- 
world ones, too. First, a dispute over a border, this one dating 
ick to the partition of India when the British left in 1947. 
cond, religious and ethnic rivalry: though the Indian state 
of Kashmir is mostly Muslim, one part of it, Jammu, is mostly 
indu, and about 130,000 Buddhists live in the north-east. 
hird, a clash of principle: self-determination is invoked by 
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those who want to split off, the sanctity of the union by those 
who want to stay within the Indian federation, and by the 
government in Delhi. - | | 

' This cocktail, or something like it, is as potent in Azerbai- 


jan as in Kashmir. Sometimes it lacks the border dispute— in, 


for instance, the Nigerian civil war of 1967-70 or the Suda- 


-nese one that has continued on and off for nearly 30 years. 


But note that superpowers are not an essential ingredient. 
Though the cocktail can be shaken and stirred by them, they 
are not needed to mix it. | ZU 


^ They may, however, be needed to dilute it. For years the 
world's most nerve-racking regional dispute seemed to be : 
Middle East, where the claims of Arab and Israeli threatened 
to draw the superpowers into the kind of confrontation that, 


mishandled, could turn into nuclear war. With Russia and 
America on so much better terms, that old worry has begun 
to fall away—to be replaced by a new one. Now the fear is that 
the nuclear button will be pressed not in Moscow or Wash- 
ington, but in Baghdad or Jerusalem. And if the worry is not 
about the nuclear button, then feel free to fret about nerve 
gas, chemical weapons or mysterious 40-metre tubes. 

Many people do worry, but Americans seem to be worry- 
ing less. Israel stirs passions among some of them, admiration 
among others; but take away the Soviet threat from the Mid- 
dle East and many Americans find their interest waning. 


Their diminishing concern, it seems, is reflected in the Bush 


administration, which finds it hard to push home its peace- 
making there. In the absence of a peace, Arab states such as 
Iraq and Libya have not only acquired fearsome new weapons 
and the means to explode them on the doorsteps of most of 
their enemies, they have also won the respect of many in the 
wider Arab world who are frustrated by the lack of progr 
on the Palestinian problem. 

Does this matter? It can be argued that the Arabs are do- 
ing little more than acquiring weapons that will equalise the 
terror in the Middle East. The Israelis have long had a nuclear 
capability; now Arab countries are getting weapons—chemi- 
cal and poison-gas weapons, if not yet nuclear ones—that may 
act as a deterrent to ensure that Israel's bomb stays unused. 

The trouble is that, though the balance of terror between 
East and West has kept the peace in Europe for 40 years, there 
is no reason to think it can do the same in the Middle East for 
the next 40. Every time Iraq's President Saddam Hussein is 
cheered by other Arabs for threatening to destroy half of Is- 
rael in a cloud of chemicals, he makes it a little more likely 
that some other dictator will fancy joining the chemistry set, 
and a little more likely that one day the war will turn from 
words to something more deadly. , 

As if all this were not enough to keep the world’s diplo- 
mats busy, there are one or two tiresomely durable legacies of 
the cold war, and one or two disputes that sputter on in cor- 


ners of the earth where communism refuses to die. A 





































stan, where peace is as elusive as 
1perpower rapprochement has not 
ne local rivalries (see page 47). In 
ndinism has lost at the ballot box in 

logical battle is still waged between 
dor, and fire-breathing leftist guerril- 


ever, an Angola, w 








yet proved enough to overcom 
Latin America, though S 


Nicaragua, a ferocious 








right and left in El Sa 
_ las still terrorise Pe 
.—. Perhaps the toug 











| spute of all is the one where mod- 
-ern ideological es overlay ancient ethnic hatreds. In 
: South-East A lism and communism compete amid 
animosities—often among ideological stable-mates—that go 















FTER more than three years of talks, and with just eight 
|. months to go, the Uruguay Round of trade talks has 
achieved almost nothing. Yes, you might say, and so what? 
While the Round's fruitless negotiations drag on at the Ge- 


neva headquarters of the General Agreement on Tariffs and 


Trade (GATT), the real deals are being cut elsewhere. This is 
no accident, you add: it is as it should be. The nature of inter- 
national trade has changed. The GATT has not kept up, nor 
could it. t is irrelevant; let it wither, —— 
This attitude is understandable—but disastrously wrong. 
It is understandable because governments have indeed 
pushed GATT into the margins of trade policy. America and 
lapan have recently reached agreement on their "Structural 
Impediments Initiative", each side showering the other with 
promises about access to markets and other trade-related mat- 
ters. America continues to use its super-301 trade law as a 
“crowbar” (as its top trade official puts it) to open other mar- 
kets as it sees fit. The European Community adjusts its trade- 
-'*seking CAP (Crazy Agricultural Policy) in its own good 
... v6 the interests of other GATT members not exactly upper- 
most in its mind. All manner of GATT-illegal trade barriers— 
| import quotas, voluntary export restraints, orderly marketing 
arrangements, you name it—are in place all over the world. 

- ]t might therefore seem that nothing but a surfeit of un- 
intelligible debate will be lost if this round of talks, not to 
mention GATT itself, fizzles out altogether. But to think so is a 
huge mistake. Governments and, far more important, the 
electors who put them in power need to understand just how 


much is at stake over the coming months. 


. An instrument for good — | 

-The seven previous rounds of global trade talks are the big- 
. gest single reason that world trade expanded so rapidly— 
"much faster than output—after 1945. This explosion of trade 
' brought massive benefits for consumers all over the world, in 
the form of cheaper and better goods. It also enabled the 
developing countries to escape poverty much more quickly 
than today's industrial countries did at a comparable stage. By 
selling goods that their cheap labour can produce more effi- 
ciently, they have been able to buy the machines and materi- 















back hundreds of years .Ch 


is at stake in the closing months of the Uruguay Round 






countries that still pay serious homage to Marx and | 
torn by a loathing that defies their common political 
Their victim is Cambodia, fought over in turn by C 
ans, their neighbours and the superpowers. i 
The world will never be free of disagreements be 
states. The aim must therefore be to stop those quarrels be 
fore they come to war and, if that fails, to contain the w 
before it spreads. Both those tasks will be harder if weste 
powers retreat into their own concerns or, worse, into com 
placent isolationism. © Í E 















































als they need to become less poor. Trade delivered Japan an 
its East Asian successors to prosperity, and with time it could 
do the same for South Asia, Latin America, even África. — . 
What trade did should never be taken for granted, be- 
cause this process has always made one particularly influential 
group a loser. To industrial-country producers, international 
trade means the chill breeze of foreign competition. Trade 
undoubtedly benefits economies as a whole, but it is a curse to 
many businesses and the people they employ, whom it often 
obliges to find new and more productive things to do. For 
four decades after the second world war, governments wei 
able to use GATT to keep this powerful, protection-seek 
lobby in check—and even, from time to time, to neutra 
Over the long haul, everybody gained—even those 
worked in industries that trade exposed as uncompetitive 
In all this GATT was the instrument, not the initiator. - 
centrepiece of the agreement is reciprocity—the idea 
one country opens its market to another, it should be ¢ 
access in return. In economic terms, mind you, thi 
is ridiculous: If one country is shut out of another's 
the main loser is the country that erected the barriers, an 
would-be exporter only makes itself worse off by retali: 
However, reciprocity is a big help politic: m 












because governments are choosing not to u 
of America—the prime mover in GATT from ir 
is crucial. Its new disenchantment with the system is 







loss of faith in liberal trade. Its bilateral pursuit of 
foreign markets is, in effect, an exercise of strength in pu 
of preferential access—a different matter entirely. If that 
proach could succeed, you might think, good luck to tk 
But viewed in the large it is sure to fail. Without Ár 
commitment to GATT, bilateral deals and trade-c 





























| appens, , but you can be sure it will 


The ein ‘sali for the current ena of talks are clear 
-enough (see pages 81-82). Deals are needed on agriculture 
(cut farm subsidies and open markets to foreign competition), 
textiles (dismantle the multi-fibre arrangement, which blocks 
the exports of some of the poorest countries in the world), 
-services (bring them within the scope of GATT), intellectual 
-property (ditto), and more. They will probably stand or fall 
together. The developing countries want deals on textiles and 
farming to help their producers; the rich countries want deals 
on services and intellectual property to help theirs. Consum- 
ers everywhere, and the governments that represent them, 
should want the lot. Only in a multilateral setting is there any 
ance of balancing advantage and disadvantage to make 
ch a stride towards more liberal trade politically feasible. 


Y earning to use skills 























| J moranrs, America is on the point of concluding, are 
X good for you. About 8m turned up during the 1980s, 
. nearly as many as in the peak years at the start of the century, 
"but the political debate concentrated on stopping illegal im- 
- migrants rather than on assessing the merits of the legal kind. 
- Now, as greying America peers towards the day when its total 
-population will start to decline, the advantage of inviting in 
„more hardworking, tax-paying, fertile young folk begins to be 
self-evident. But how to select the new guests? After sticking 
to the same general rules for a quarter of a century, Congress 
is contemplating a change for the better. 

~- The current pattern, dating from 1965, is heavily 
„weighted in favour of family reunification. An old quota sys- 
tem that had allowed in Europeans and kept out Asians was 
liberalised; the result was a refreshing influx of Asian talent. 
But nowadays about three-quarters of the 600,000 legal immi- 
grants to the United States each year are the close relatives of 
people already living there. Husbands, wives, parents and un- 
amied minor children of American citizens have unlimited 
entry; the brothers, sisters and adult children of citizens, and 
he families of non-citizens, take up the bulk of the allotted 
lots. This, in practice, has led to some discrimination against 
Europe: most of the newcomers are either Asian or Hispanic, 
ince “old-seed” immigrants are less likely to have close rela- 
ives still living outside the United States. 

. Few in America, and none in the Senate or House of Rep- 
esentatives, would dare utter a word against the apple-pie 
sanctity of family togetherness. Yet the need for a closer link 


only 496 of all immigrants to the United States are allowed in 
because an employer has asked for their particular skill. This 
is absurd. So both houses : Pa are in the laborious 






America is now thinking of choosing its immigrants from beyond the family circle 


between immigration and jobs seems compelling. At present 


rica may not be That 





- America’s iade: representative, Mrs Cala Hills, has. just 
bacio the idea of a new world trade organisation—in other 
words, the stronger institution that the GATT was originally 
intended to be. Splendid. But while thus supporting its local 
sheriff, will America still be shooting up the neighbourhood? 
You bet. If Mrs Hills and her counterparts really want freer 
trade, as they always say, let them start their work with the 
institution they have. That means bringing their trade dis- 
putes to the GATT instead of settling them (often to the disad- 
vantage of third parties) outside. And it means forswearing 
the GaTT-illegal remedies—voluntary export restraints and 
the rest—that anyway do most damage to their own consum- 
ers. An in-built protectionist bias afflicts all economies. Gov- 
ernments can once more use the GATT to tame it, or they can 
capitulate to it and make all their peoples poorer. 






places, out of an annual total of 630,000 immigrants, for peo- 
ple with needed skills. The bill upset people because it put a 
ceiling, albeit a porous one, on total immigration. The House 
is crunching various numbers, most of which are more gener- 
ous than the Senate’s. But, with an ear to trade-union worries 
about cheap foreign labour, the House has suggested that im- 
migrant workers should be paid at least 105% of the prevail- 
ing rate for the job, and that their employers should contrib- 
ute to a fund for general job-training. 

There is, however, no evidence that immigrants who work 
i» low wages do native-born Americans out of a job, or that 
their effect on wage levels is more than trivial. According to 
one estimate, a 10% increase in immigrant workers would re- 
duce average wages by no more than 0.2%. Study after sti 
has shown that immigrants, whatever their educational levei, 
are an asset to the federal government, not a drain on it: they 
pay their taxes but are too young to draw old-age pensions 
and too self-reliant to go on welfare—though educating their 


children may be expensive for state governments. 


Go for the gold - 


All immigrants. may be good, but some are better. While the 
United States is scrupulous about putting family reunifica- 
tion first, Canada and Australia are lapping up some of the 
brightest and best from every emigrant country. Many would 
have chosen the United States. 

They should be given the choice. America, which needs 
them, would do itself no disservice by opening the door wider 
to a wider selection. It cannot let in the 2m-plus who are al- 
ready in the queue. But immigration policies are basically self- 
ish. A country is more likely to help itself, rather than do a 
kindness to a poorer nation, by creaming off the people who 


- have the energy and the initiative to restart their lives. 


A long way from the "huddled masses" celebrated on the 
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Statue of Liberty? Yes, | 
 humanitarianism that happens to be on offer. The shadowy 
millions who were supposed to be in America illegally have 
been dispersed by the laws passed in 1986, making room for 
legal generosity. The confusion between political persecution 
and economic need leaves America’s refugee and immigration 
policies intertwined, at de country is not straining its re- 


the teachers 








Britain's educational reforms continue. They could go further 


HE Japanese do it slowly. It usually takes ten years for a 

Å package of their school reforms to plod through commis- 
sions and committees before arriving in the classroom. The 
< sh, when Mr Kenneth Baker was education secretary, 
‘thought they could do it in a trice: the great Education Re- 
form Act of 1988 reached the statute book barely a year after 
most of its ideas had first been mooted in the Conservatives’ 
1987 election manifesto. But better schools cannot be con- 
jured up so quickly; nor can a teaching-force dedicated to sus- 
taining them. Nearly two years after Mr Baker’s reforms 
passed into law, they seem to be in disarray. 

That has happened before. The 1944 education act was 
not, as misty memories now suppose, a clear and conclusive 
revolution waved in by Rab Butler’s wand. On the contrary, 
the 1944 act laid down only vague, even waffly, guidelines— 
such as that children should be educated "according to their 
age, ability and aptitude". The hard work of restructuring the 
system and redefining the curriculum was done over the fol- 
lowing few years. Mr John MacGregor, the current education 
secretary, is following this precedent, and reviewing the 1988 





reforms as evidence of their effectiveness (or lack of it) starts - 


to pile up. When the teachers' unions taunt him for doing U- 
turns, he is happily indifferent; their own performance at 

ir annual conferences last weekend seemed calculated to 
cast him as the reasonable man. 

Reason points in the direction of review, followed by step- 
by-step consolidation. Of the 1988 reforms that are suitable 
cases for such treatment, the two that matter most are those 
that will have the greatest impact on individual schools, even 
individual classrooms: school-based financial management, 
and the national curriculum. 


Cash at the chalk face 


This month, for the first time, many schools are being re- 
quired to manage their own budgets, a task hitherto handled 
by town-hall bureaucrats. Many head teachers have reacted 
predictably, with a whinge. Mr MacGregor should politely 
ignore them, for local management is a good principle that 
deserves following through. A trickier problem is how the 
budgets for schools should be set. The government originally 
said that councils could not take account of the higher cost of 
senior teachers when dishing out a fixed pot of money for 
each school—which gave a head teacher a financial incentive 
to sack more experienced (and therefore more expensive) 
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there is still plenty of room for any sources with the limited number of r 








































moment. An increase in skilled and. other immigrar 
come partly at the expense of more distant family rel 
But it is not obvious why allowing somebody's married $ 
to jump the queue is necessarily more humanitarian, o 
more practical value, than tempting in some unrelated 
gifted boy or girl. 





teachers, aid replace them with cheaper younger ‘one 
'ked down on this. He should go 
further, and give local authorities scope to apply what crit 
they choose, as long as they are consistent and open. Let lo 
voters decide whether their councils have allocated money 
sensibly and justly. 
_ The government is also having further thoughts about the : 
tests that will accompany the national curriculum. The 1988 
act required children to be tested in nine subjects at the ages 
of seven and 11. That way lies the transformation of primary - 
schools into unhap testing factories. Mr MacGregor has 
now decided that childre | need. be tested in only three: 
maths, English. and jence. | i bas bs been | hailed, asa i 
for educational “ ‘progressive ar € 
the competitiveness. it cre 
practice, the Mact ae agor 
ied the cause of radit 



























ith Wr nl skills rather Ran dier 
i ings like "social studies”. 
ar 1 two “aga from. this. epis 





provisions. need He eani open to | nd 
standards will be raised ni qs 
n to. do o the raising, Too few : 













racist science s teaching i worse than sni eee 
Curiously, the Thatcher governments have dm i 
inclination | to shake | up Bemba, A. he 





they ead, are now in ey s Os, a nd could do wit 
intensive mid-career refreshers: Ma Gr regors, tl ey 
come to be called. . T | | 
Such a traiping « course could be linked. to the is issue | 
really interests the teachers’ unions: : 
education starts to improve, so the 
right to be generous on pay. The. astt j 






incentive allowances. A ces have’ gone to 
teachers taking on administrative responsibilities. This time 
round, more stress should be put on rewards for the good 
classroom teacher. For a radical change, each head teacher 


should be encouraged to choose a “top teacher”, the person 























ank lending. Their mist ; 


INCE TOE T erat move in cycles, so do financial reg- 
ulators. After years of being blamed for looking too slack, 
e 2,800 bank examiners employed by ‘America’s Office of 
he Comptroller of the Currency are now being cast as bank- 
laughterers. It is said that their regulatory excesses are pre- 
ipitating a credit crunch that will send the American econ- 
imy into recession. 
"The loudest charge from bankers, bank shareholders and 
needy borrowers is that regulators have suddenly changed the 
rules for lenders: that they are forcing banks to reserve against 
loans, especially property loans, which in the old inflationary 
days would have whizzed past the smell test. Recently the 
_ bank examiners forced three top New England banks to set 
p aside more than $2 billion: against dodgy loans. - 
_ With property values weakening in many parts of Amer- 
s ica, office-vacancy rates at a record high and leveraged buy- 
. Outs turning sour, a bank's share price now tends to fall ahead 
.. of its annual regulatory exam: The assumption is that the reg- 
. ulators will uncover several nasties and force the bank to an- 
. nounce a large rise in non-pet! orming property loans. Prop- 
erty loans account for a big chunk of most banks’ 
- portfolios—which is why bank shares are now selling. at 
record lows relative to the rest of the stockmarket. — | 
The good news is that the stockmarket pressure is forcing 
the banks to change their habits. Like regulators, they have 
tediscovered religion and have become more circumspect 
bout who should be allowed to borrow their depositors’ 
voney. That is why lending has now collapsed i in the Federal 
eserve district of Boston. Nationally, the volume of bank 
jans is declining, which will ned to tedutė e economic activ- 
ty—but n not to y püscture i it. . | 

















he fuss Pu eredi crurichés i is reggae at. e er 
leading at worst. A retreat to moré conservative: banking i is 
ng overdue. Fearful either of losing their money or of regu- 
tory sanction, lenders are at last rebelling against the many 
orts of credit fads that prospered during the fast-money 
980s. That, surely, is healthy: lenders are restoring sanity to 
yan and bond markets that went temporarily mad. 
| Ms real criticism of th e con mprroller s office and the rest 
Meier 2 ray of nancial Bolitemeh is not 
& but that they have been 
gun to enforce the country's 
Vines rule D die specific case of bank exam- 













ors are not cbeing over-zealous by tightening their tests on 
| e e was to be under-zealous before 


teacher would be | given "dhárge of ra most Difficult classes 


and get paid as much as the head. It will be some years before 
school car-parks start to fill up with Volvos, but all teachers 
would be encouraged if the headmaster no longer drove the 
only smart car to school. 






























iners this means going through banks' property portfolios 


loan by loan and no longer tolerating sloppy practices, such as 
a lack of proper documents or outdated property appraisals. 
It also means asking more questions about a trick commor ' 
construction financing. You know the sort of thing: a b: 
lends a property developer more than the total value of a 
building, and thus allows him to capitalise his financing costs 
on the rosy view that the building’ S value will continue to go 
up during construction. ! 

Since many such building vius will now go down in- 
stead, the regulators are running scared. The comptroller’s 
office was severely embarrassed by the disaster in Texas in the 
mid-1980s, when every top bank in that state had to be res- 
cued. This drained the Federal Deposit Insurance Corpora- 
tion's insurance fund. Two more medium-sized bank failures 
would wipe out the remaining cash. The horror story of the 
thrifts, which were regulated abysmally by the late Federal 
Home Loan Bank Board, was even worse. Congress's General 
Accounting Office now guesses that the full costs of the sub- 
sequent bail-out could reach $500 billion over 30 years. The 


_ thrifts mess also risks dragging down America’s other credit 


markets with it (see page 84). | 

Some apostles of free markets say A tight regulation 
conflicts with a deregulatory spirit. It doesn't, even in thec ~~ 
when firms are allowed new freedoms, that makes it all 
more important to ensure that they adhere to basic principles 
of prudence—and to the law itself. As Shakespeare said of 
drink, financial freedom can increase the desire but harm the 
performance. There is also no conflict when deregulation is 
only partial. In the case of banks and thrifts, the chief omis- 
sion is that federal deposit insurance still means that the cost 
of bank and thrift failures must always be borne by taxpayers. 
Under such a system, regulatory vigilance is the only way to 
stop red ink running. Only if the fear of loss were greater 
would lenders have a true incentive to be careful. 

If they were real free-market men, American legislators 
and the Bush administration would need to dump (not just 
dilute) deposit insurance. This cannot be done in isolation 
from a general package of financial reform, since abolition 
would raise other questions about the relations between 
banks and securities firms, and between banks and thrifts, 
and between banks and non-banks: Many people say that ab- 
olition is not practical politics. Until it is, regulators will al- 
ways need to err on the anes 9r the pominie 
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JAPAN’S SCHOOLS 


Why cant little Taro think? 


apan’s education system has served its purpose brilliantly. But even the 


Ja anese have 


OU are the boss of a company, looking 

for assembly workers for a new factory. 
What would your model worker be? Proba- 
Ll- something like this: highly literate and 

aerate, hardworking, fastidious, con- 
formist, obedient. In short, Japanese. 

This is a sweeping judgment. Like any 
other people, the Japanese are a varied lot. 
Yet they are unusually rich in the qualities 
that make good industrial workers, and 
more uniformly so than in other countries. 
The education system that turns out such 
people is one of the wonders of the modern 
world. In Japan, unlike Britain or America, 
no one accuses the school system of failing 
to give children the basic skills that they will 
need in an industrial society. For example: 
e Compulsory schooling in Japan ends with 
junior high school (ages 12 to 15). But 94% 
of children go on to high school (15 to 18), 
more than anywhere else in the world. 

@ In a worldwide mathematics test in 1983, 
Japanese pupils outscored all others, doing 
twice as well as Americans. 
@ In standard intelligence tests, the average 
westerner scores 100, Japanese pupils 117. 
" 4 recent, highly regarded American book 
iomas Rohlen's "Japan's High Schools") 
reckons these schools' diplomas are equiva- 
lent to an American undergraduate degree. 
e Modern Japanese uses two alphabets and 
2,000 Chinese characters. Yet dyslexia is so 
rare that it is not recognised as a medical 
problem, and functional illiteracy among 
adults is almost unknown. 

The benefits are not just academic. Japa- 
nese schools help to create a society of aston- 
ishing stability compared with that of other 
industrial countries. As against Britain, 
America or West Germany—taking the low- 
est of the three figures in each category— 
Japan's divorce rate is 3096 lower, its murder 
rate 4096 lower, its rape rate 8096 lower, its 
rate of illegitimate births 9596 lower. 


The nail that sticks up 

Yet thinking Japanese are uneasy. For all its 
merits, they think their school system is too 
rigid. It needs to get looser. In what way? 
That is the issue of a lively debate. 
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begun to think it produces too much knowledge and too 
ittle thought, too many overworked children and over-conformist adults 


The faults of Japan's schools are the ob- 
verse of their merits. Their facilities are of- 
ten poor, their buildings dingy, their classes 
usually 40-strong. By what alchemy do they 
become cathedrals of literacy and numeracy? 

First, time. Though the Japanese school 
day is about as long as everyone else's, holi- 
days are much shorter and there is school on 
Saturdays. By the end of high school, the av- 
erage pupil has put in the equivalent of a 
year more of lessons than an American com- 
petitor. Out of school, a recent survey 
found, Japanese children average two hours 
homework a night, Americans 30 minutes. 

Discipline is strict. "The nail that sticks 
up', runs a Japanese proverb, "will be 
banged down." It is applied fiercely in 
schools. Japanese school rules make English 
“public schools” of 40 years ago look like 
hippy colonies. Many schoolgirls wear 
sailor-top uniforms, many boys black suits 
with brass buttons in the style of German 
army cadets. Some schools tell their pupils 
to wear uniform even when they go out on 
Sundays. One junior high school in three 
forbids boys to grow their hair more than 


H 


No awkward nails here 





0.9cm long. Jewellery, make-up and perms 
are usually banned; even girls whose hair is 
naturally wavy are sometimes sent home un- 
til chey reappear with it straight. 

Yet discipline is applied more by peer 
pressure than by the teachers. Since schools 
are differentiated by ability, classes are not. 
Everyone in the class does everything to- 
gether. Lunch is eaten in the schoolroom; 
pupils take turns to bring in the food. Tidy- 
ing up the classroom at the end of the day is 
a collective activity. The effect of the system 
is to tame a child's natural exuberance and 
individuality to the point where he or she is 
most comfortable in a group. 

Every detail of the school curriculum, 
down to which Chinese characters are to be 
learnt at what age, is decided centrally by the 
Ministry of Education. Most lessons are 
compulsory; the core subjects are Japanese, 
mathematics and English. Textbooks must 
be approved by the ministry. 

Teachers follow the curriculum pre- 
cisely, and use textbooks far more closely 
than American or European teachers do. 
True to Confucian tradition, they want 
knowledge rather than opinions, effort 
rather than intellect, humility rather than 
display. Their aim, in which they succeed 
admirably, is to raise the standard of the av- 
erage pupil. Lessons in the average Japanese 
high school are consequently a bit like uni- 
versity lectures. "In a year of lessons," says 
one American girl who spent 1989-90 in a 
Japanese high school, “I never once heard a 
student ask a question." 


Most Japanese educators nonetheless — 
complain that delinquency and truancy are 













Americans. School crime is worse than it 
was, but still low by international standards. 
Even the student suicide rate—widely be- 
< lieved to be astronomical, and proof of the 
-miseries of Japanese education—is on a par 
-with that of other industrial countries. 


From Malaya to Mayfair 
So all is well No. The system's ferocious 
-standardisation has its price. A small part of 
that price, but one that could one day, if 
.things turn sour, become significant, is the 
‘risk inherent in centralised control of educa- 
‘tion. Japan's years of ruthless war in 1931-45 
"showed the danger of leaving a mass educa- 
.tion system run on take-it-from-me Confu- 
‘cian principles in the wrong hands. That 
Charge today can fairly be applied to the 
education ministry. 

. One of the most reactionary and secre- 
“tive bits of the bureaucracy, this ministry 
has systematically tried to prevent schools 
teaching the grisly details of Japan's modern 
. history. Textbooks have referred to the ‘‘ad- 
vance” into Manchuria, not its invasion; 
‘sometimes no reference at ali is made to Ja- 
-pan's brutal rule of Korea between 1910 and 
1945. Occasionally the ministry’ s actions 
. are laughable: last year it ordered a pub- 
. isher to replace a section describing how 
Japanese soldiers bayoneted babies in Mæ 
-laya during the second world war with a 
_ story based on “My Fair Lady”. 

< ^ Recently the ministry has. become even 
bolder. From the new school year that 
_ started this month, Japanese schools must 
-Taise the sun flag and sing "Kimigayo" (a 
hymn to the emperor that does duty as an 
unofficial national anthem) on important 
Occasions. Teachers who demur-—a sizeable 
minority, backed by their left-wing union— 
are liable to be disciplined. 7 
. Ministry officials say Japan needs to te- 


























their new recruits didt rii Andt igh a- 












as many Japanese chil ded ddp School 4 as 











ig, many 
: still stay with the same firm 2l ther lives. So 
an entire career may hang on getting into 


the right university. 

That is hard. The number of university 
places has not kept pace with the numbers 
of would-be students. An ill-organised entry 


system makes it impossible to try for more - 


than two public universities at a time. No 
wonder emphasis on entrance examinations 
has got out of hand. The early spring exami- 
nation season is one of the fixtures of the 
calendar, as powerful an image as cherry 
blossom. Newspapers publish entire en- 
trance papers, and weekly magazines are full 
of stories on which schools and universities 
are popular this year. This situation, incom- 
prehensible to foreigners, the Japanese have 
come to call a “hell” or a "war". - 

The trouble springs from the universi- 
ties’ criteria for entry. Their professors have 
carried a laudable zeal to make these objec- 
tive to the point of absurdity. The exams 
they set, on which everything hangs, are gi- 
ant memory tests. Would-be entrants have 
to spend months swotting up pointless de- 
tails and training to regurgitate them at high 
speed in a timed multiple-choice test (for a 
not unfairly chosen example, see right). 

The effects go far down the school sys- 
tem. Eager to supply what the universities 
demand, high schools, instead of offering an 
enjoyable, mind-stretching three years, force 
their. pupils into a routine as dull as the 
drabbest office job. Japanese children in pri- 
mary schools, one headmaster says, 

very clearly enjoy their education; they look 
and sound happy in their environment. The 
first year of junior high school seems to evoke 
the same sort of feelings. But once they enter 
the second year, when what lies ahead, what 
they are going to have to do to be successful, 
becomes clear to them, this forces them to sup- 
press their real interests .. . 


and to drop everything— friends, hobbies, 


" »fe family—to work for exams. 
ind its citizens of what they are, pointing du 
o the videare: me c of similar totems in 


- And work they do. In tests of fact, un- 


like exams that look for power of expression 


or analysis, all facts are useful. There is no 
reason ever to stop studying. A survey of pu- 


pils at junior high schools last year found 
t hat : most of them slept 71^ hours a night, 


just two hours of the remaining 
all their own. Asked what they 
ce to be doing right now, a third 





said they wished they: wer ; asleep. 


< sities have tried to get 
nd this by setting up high. schools from 
“passage into the university can be 
automatic, thus partly delivering the 









student from the grind of exam preparation. 
But that just makes these high schools in 
turn more desirable, and thus pushes the 


hell on to a younger age-group. Keio Univer- 
runs a kindergarten; its entrarice test is 
iously competitive. In preparation, as a 








‘young child, for a similar test, one of The 
Economist’s office assistants in Tokyo was 


into Wase 













Here is a typical section from the 1989 paper for 


entry to the politics and economics departments 
of the highly thought-of Waseda University. 


Head these paragraphs on four absolute 
monarchs, then answer the questions. 


À inherited a rich, powerful nation. Built up a 
standing army and arms industry, and reformed 
education, Tried to expand territory by invasion. 
Built a palace in the suburbs e, and was associ- 
ated with many famous scholars and artists. 


B Born of ducal family of Anhait-Zerbst. Brought 
to throne by a palace coup. Keen on Enlighten- 
ment philosophy. Codified laws in a constitution. 
increased nobles' powers, provoking farmers’ 
revolt f. Annexed Islamic country g to the south. 








































- C Came to the throne aged 5, with mother as re- 


gent, while cardinal h held power as prime min- 
istet. Later ruled directly by decree. Established 
ministries, reformed army and industry. Fought 
many wars j. Built a palace outside his capital, 
made it the centre of political and cultural life. 


D Married to a duke of Lorraine. Her succession 
caused a war k. Reformed finances, farming, 
commerce and industry. Allied with an oid rival I 
with whom her family had competed for Europe- 
an hegemony since the Middle Ages. 


Now answer the questions below. 
1 In what order did the four reigns end? 


2 Which monarch was involved in the second 
partition of Poland? 


3 Under which monarch did the cleric Bossuet 
assert the divine right of kings? 


4 Which family did monarch À belong to? 
Hanover, Habsburg, Bourbon, Homanov, 
Hohenzollern 


5 Which composer dedicated “The Musical Of- 
fering" to monarch A? 
Haydn, Mozart, Bach, Handel, Vivaldi 


6 Which of the following did the finance minister 
appointed by cardinal h not do? 

(i) improve farming, believing it basis of 
national wealth; (ii) expand exports and 
curb imports, to raise gold reserves; (iii) 
grant trading monopolies and promote 
colonial trade; (iv) believe in laisser-faire; 
(v) set up factories under royal charter 

7 Which war is among those mentioned in j? 
King George's; Silesian; Seven Years’: 
Palatinate; Northern 

8 Which country allied with monarch D in war k? 
Austria, France, England, Prussia, Spain 
9 Which country was the old rival 1? 

Austria, France, England, Prussia, Russia 


10 What was the architectural style of palace e? 


11 The leader of peasant revolt f led which war- 
like group? 


12 When g was annexed, America and England 
had just signed a peace treaty in Paris. Which 
country was g? - 


13 Which group led the Paris-based revolt 
against cardinal h and the aristocracy? 


Answers 


The monarchs were: A Frederick li of Prussia; B 
Catherine Il of Russia; C Louis XIV of France; 
Maria Theresa of Austria, Hungary, Bohemia. 

1 C-D-A-B. 2 B. 3 C. 4 Hohenzollern. 5 Bach. 6 
(1) and (iv). 7 Palatinate. 8 England. 9 France. 
10 Rococo. 11 Cossacks. 12 Crimea. 13 Clergy. 
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In a volatile financial climate it's quite 
possible to get your fingers burnt. So 
its comforting to know you can 
find a safe home for your money. i 
The Royal Bank of Scotland Offshore ' 
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too. Our high interest rates are paid gross 
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International Money Markets. What's 
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JAPAN'S SCHOOLS - 





sent to a special pre-kindergarten "to teach 
me how to play with other children' 

In an effort to get their children into the 
right high school or university, most parents 
send them to juku (crammers) in the eve- 
nings and at weekends. By beating conven- 
tional schools on their own terms—helping 
students to remember more facts faster, and 
using computerised tests and entrance sta- 
tistics to discover at which schools or uni- 
versities they will have the best chance of 
entry—the crammers have become an enor- 
mous private industry. One large crammer, 
Kawai Juku, says 7296 of Japanese children 
in their last year of junior high school go to 
crammers, usually twice or thrice a week for 
two or three hours at a time. The fees are 
high, often several thousand dollars a vear. 

The education ministry savs this unreg- 
ulated, informal sector of the school system 
is nothing to do with it. But it is the absurdi- 
ties of the examination system chat keep the 
crammers in business, turning what was 
originally an optional extra to normal 
schooling into an integral part of it. 


The customers rebel 


In education, Aristotle said, the roots are 
bitter, but the fruit is sweet. If Japan's big 
companies want to hire graduates only from 
Tokyo, Kyoto, Keio and Waseda universi- 
ties; if those universities' sole criterion of ad- 
mission is a game of "Trivial Pursuit" writ 
large; if schools are willing to teach such a 
syllabus and parents to put their children 
through it—if so, should anyone mind? 

The answer, to an increasing number of 
Japanese, is yes. The way that the younger 
children learn basic skills may produce mar- 
vellous workers for the factory of the future, 
but the later years of school are likely to 
prove less fecund in turning out the original 
brains that business needs, let alone the phi- 
losophers and poets that societv does. 

This complaint is nothing new. Profes- 
sors at American universities are often 
heard to lament that their Japanese stu- 
dents, though more industrious, are less fun 
to teach, less able to argue a point, less able 
to come up with good ideas than Americans. 


LE 


Lie ma. 


This is: (a)Lords cricket ground; (bya General Motors assembly = 
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Many westerners, as they look at Japan's 
economic record, might well answer that 
their countries should have such misfor- 
tunes. Yet the Japanese themselves have be- 
gun to think that a misfortune it indeed is. 

A special committee convened in 1985 
by Mr Yasuhiro Nakasone, then Japan's 
prime minister, judged this one of the cen- 
tral challenges for Japanese education. The 
committee's reports laid down some grand 
principles to guide education policy, and 
recommended a few specific changes. One 
was the introduction of a short essay into 
the universities’ entrance procedures; an- 
other that high schools and universities stop 
asking pupils for more factual knowledge 
than the curriculum already requires. The 
education ministry is still studying the re- 
port; one member of the committee, Mr 
Tamotsu Sengoku, says he is extremely dis- 
appointed at how little has been done to fol- 
low it up. 

The trouble is that Japan's top universi- 
ties, dominated by Tokyo University as 
Mount Fuji dominates all the country's 
other mountains, are mostly self-governing 
bodies. Without radical changes in what 
they ask of aspiring students—change 
which the ministry, staffed mainly with 
graduates of these same universities, is un- 
likely to impose from above—no funda- 
mental reform of the high schools can take 
root. Any attempts to curtail the excesses of 
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the syllabus will be frustrated if parents 
make their children study outside school 
what they know the universities really want. 

Radical reformers say the only answer is 
to raze Tokyo University to the ground, or 
to abolish the education ministry. Neither is 
likely. There is some hope, nevertheless, 
that things will change. This hope comes 
not from the suppliers of education but 
from its consumers. They are forcing Japa- 
nese education to internationalise with ex- 
traordinary speed. 

Since 1987 the education ministry has 
been running a scheme, with a budget of 
Y10 billion ($66m), that pays for 1,900 for- 
eign teachers from English-speaking coun- 
tries to spend a year in Japanese schools. 
The aim is to improve the schools' generally 
deplorable teaching of English. But the ef 
fects will go further than that, as pupils and 
fellow-teachers discover that the world out- 
side Japan has a different notion of wh 
schooling is about. 

Higher up, some students are delivering 
a damning judgment on Japanese universi- 
ties by choosing to study abroad instead. 
More powerful still is che pull of foreign- 
style education within Japan. Japanese par- 
ents are queuing up to send their children to 
Tokyo's growing number of international 
schools and universities. Nine American 
universities have opened branch campuses 
in Japan; Oxford University plans to do the 
same. The trade is also moving the other 
way: last month Teikyo University, a small 
private university in Tokyo, bought Salem 
University in West Virginia. 

These trends, and the pressure to re- 
form education, come at just the right time. 
The number of 18-year-olds in Japan is set to 
rise from 1.9m in 1989 to just over 2m in 
1992—but then to fall dramatically back to 
barely 1.5m by the year 2000. That will leave 
the country's education system with va~ 
spare capacity on its hands. If pupils start ! 
show a preference for reform-minded 
schools and universities, and if companies 
think it is in their interests to hire from 
these, change could come fast. 
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The makings of a bloody, 
old-fashioned war 


FROM OUR CORRESPONDENTS IN DELHI AND ISLAMABAD 


ITHER India nor Pakistan is yet pre- 
pared to let slip the dogs of war over 
Kashmir. But an alarming amount of bark- 
ing was going on this week. The armed 
forces in both countries were oiling their 
guns and checking their radars. In India the 
"ice of gold smuggled in from Dubai shot 
always a sure sign of increased tension. 
The United States and the Soviet Union 
were urging the two old enemies to be care- 
ful, for God's sake. Neither wants a danger- 
ous new war to spoil the fashionable atmo- 
sphere of superpower peace. 

Kashmir, though, is unfashionably ob- 
durate. India and Pakistan fought over it af- 
ter the subcontinent was divided by the de- 
parting British in 1947. A delicate peace 
lasted until the second Kashmir war in 1965. 
The following year the United Nations per- 
suaded the two countries to agree to a 
' ceasefire line, allocating about a third of 
Kashmir to Pakistan and the rest, known as 
Jammu and Kashmir, to India. This line still 
holds, punctuated by armed skirmishes 
across the Siachen glacier in the far eastern 
highlands. The population of Pakistani 
Kashmir is almost entirely Muslim. India’s is 
60% Muslim, the rest being either Hindu or 
(a tiny minority) Buddhist. 

A smouldering secessionist movement 

Muslim fundamentalists in Indian 
Kashmir flared into a popular upris- 
ing in January when policemen 
opened fire on a demonstration in 
Srinagar, killing 50 people. The 
Kashmiris had had enough, their an- 
ger accumulated during 40 years of 
puppet regimes brought to power by 
rigged elections. Since January the In- 
dian government of Mr V.P. Singh 
has been trying to repair the damage 
it inherited from the Gandhi 
governments. 

The Kashmiris, though, see only 
more oppression. Since the murders 
of the vice-chancellor of Kashmir 
University and the general manager 
of a government-owned watch factory 
two weeks ago, armed policemen 
have been making house-to-house 
searches of the areas thought to be 
the militants’ strongholds. They have 
so far detained more than 200 people, 
and arrested another 100 trying to 
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cross into Pakistan. 

Mr Singh has promised a fair election in 
Kashmir, some day. But, despite his protes- 
tations of goodwill, he is horrified by the 
thought of allowing Kashmir to leave the In- 
dian union, either for independence or to 
join Pakistan’s Kashmir. That would mean 
the instant end of his minority government. 

The peaceable Mr Singh has thus been 
driven to utter warlike words. On April 
10th he claimed that Pakistan was inciting 
insurgency in Kashmir and neighbouring 
Punjab. If this did not stop, Pakistan should 
be ready for war. The war would not be a 
short one. It would be fought until India had 
“achieved its strategic objective". Mr Singh 
told the Indian public to be ready to make 
sacrifices. Steel yourselves, he said. 

Since then Mr Singh has backtracked 
somewhat. He has said an Indian attack on 
Pakistan is not imminent. Speaking to a 
group of newspaper editors on April 14th, 
he said his intention was to avert war: 
"Many wars have been prevented by a 
timely warning. It is indecision and confused 
signals that have usually triggered a con- 
flict.” In a swipe at Pakistan's prime minis- 
ter, Miss Benazir Bhutto, he said that no one 
was in charge in Pakistan. Unhealthy com- 


petition had developed between Miss 





Straining at Singh’s leash 





Bhutto and her main opposition critic, Mr 
Nawaz Sharif, chief minister of Pakistan’s 
large province of Punjab. Both had set up 
funds to help militants to “liberate” Indian 
Kashmir. “Had anyone been in control, it 
would not have been necessary for me to is- 
sue a public warning,” said Mr Singh. 

India says its director of military opera- 
tions in Delhi is in constant contact by tele- 
phone with his Pakistani counterpart to pre- 
vent war breaking out by accident; the 
Pakistanis confirm that lines of military 
communication between the two sides are 
open. All the same, India may strike at bases 
in Pakistan from which, it alleges, insurgents 
are operating. Such a strike, however lim- 
ited, would probably set off a war. Two 
months ago India published a list of 47 
training camps for militants it claimed ex- 
isted in Pakistan. Pakistanis scoff, pointing 
out that one of the supposed camps is in 
Gulberg, Lahore's poshest suburb. 

This week, at the height of the tension, 
Miss Bhutto was visiting holy places in 
Saudi Arabia. Not in control of her country, 
as India claims, or looking for 
cial backing in case of war? Or could 


view, leaving any necessary barking to 
her officials! Pakistan's army chief, 
General. Mirza Aslam Beg, declared 
after an unusually publicised meeti 
of his corps commanders on Apri 
lith that everything would be done 
to defend Pakistan against "the 
threat of war from across the bor- 
der". The defence minister, Mr 
Sarwar Cheema, was equally fierce. 
However, while Pakistan’s army is 
said to be vigilant, no “red alert” has 
been ordered. 

Pakistani officials believe that 
statements from America, Russia and 
European countries advising restraint 
are directed more to India than to Pa- 
kistan. India, the Pakistanis say, has 
been unable to substantiate allega- 
tions of Pakistan's involvement in 


Kashmir’s insurgency. They claim 
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it simply be that she is taking a cool — 
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that a dossier of such charges handed over 
by India to the Americans failed to stick. 

None of this means that officials in Is- 
lamabad are complacent. They are worried 
about the flow of refugees into Pakistan 
from Indian Kashmir (estimated at about 
8,000 so far this year). The numbers may 
grow when the winter snows melt and the 
mountain passes bécome more accessible. 
India could then step up-its claims that Paki- 
stan is encouraging people to cross the bor- 
der to training camps. For the moment, 
though, Pakistan is trying to act normally. It 
is pressing ahead with local elections in its 
part of Kashmir, due on May 21s. — 

The two countries' foreigri ministers dre» 
(apparently at Pakistan's suggestion) to meet 
in New York, perhaps on Sunday. Itis hard 
to know what they will talk about. Pakistan 
wants a plebiscite in both parts of Kashmir, 
as specifed in the original UN resolution 
(back in 1949); or talks between the two 
countries on Kashmir's future, as hinted at 
in the 1972 Simla agreement that followed 
the third Indo-Pakistani war (that one was 
over Bangladesh). India, saying Kashmir is 
now indissolubly bound into the union, re- 
jects both approaches. Miss Bhutto has said 
that Pakistan wants "self-dezermination" 
for the people of Kashmir, even if it takes a 
thousand years to achieve it. The threat of 
war may be around for that long, too. 


- | 
Princely sums 


FROM OUR CORRESPONDENT IN KATMANDU 


EPAL'S new government seems, on the 

surface, to be nicely balanced. Three of 
the jobs in the ten-person cabinet an- 
nounced on April 18th go to the communist 
United Left Front (which is putting up the 
one woman) and three to the middle-of-the- 
road Nepali Congress party; these are the 
two groups that have been in the forefront 
of the demonstrations for democracy. Two 
of the other four cabinet seats go to human- 
rights campaigners. Two will be appointed 
by King Birendra, who until now has ruled 
as an absolute monarch. 

What the government's policies will be 
is far from clear. The Congress party gets 
the top job, but it has not faced an election 
in 30 years. Political parties were banned in 
1960, when Nepal's only multi-party parlia- 
ment was dissolved after 21 months. Con- 
gress has little, if any, platform to speak of. 
The communists are better organised, but 
remain Marxist-Leninists. They want to na- 
tionalise everything. 

By joining forces, Congress and the 
communists triumphed in their battle 
against the partyless panchayat system 
through which the king has ruled Nepal. 


Their marriage of convenience seems sure to 
24 


come under strain as they try to run the 
country. Yet their first task, to end India’s 
trade blockade of Nepal over a border dis- 
pute, should be relatively easy. Its hands full 
with Pakistan, India seems eager to end ill- 
feeling with the Himalayan kingdom. The 
passing of oil and food shortages (which 
turned many Nepalese against the previous 
government) should help to make the new 
government popular. 

For the moment, too, Congress and the 
communists continue to be united by their 
suspicion of the king. He has shown no great 
enthusiasm to surrender supreme power. He 
had been expected to announce big changes 
on April 14th in a speech marking the start 
of Nepal's new year. When he merely of- 
fered vague good wishes for the future, an- 
gry crowds returned to the streets of Kat- 
mandu. Two days later the king announced 
the dissolution of the National Assembly 
and the partial dismantling of the pancha- 
yat system (it will continue at village level). 
Then came the announcement of the new 
government. Apart from dealing with day- 
to-day matters, it will pave the way to a new 
constitution and a general election, proba- 
bly in nine to 12 months' time. 

The king, regarded as a god by many 
Nepalese, poses a serious problem for the 
country's would-be masters. The new prime 
minister, 66-year-old Mr Krishna Prasad 
Bhattarai, upset the communists when he 
said on state-run television, "The king is a 
very gentle person. His love for the people is 
truly deep." Mr Bhattarai is no courtier. He 
helped to found the Congress party, was 
Speaker of the ill-fated parliament of 1959- 
60, and has spent 14 years as a political pris- 
oner. Unlike the magnanimous Mr Bhat- 
tarai, the communists want to give the king 
and the previous government no quarter. 


Families of those killed and injured 





Gentle Bhattarai will have his hands full 


when police opened fire on demonstrators 
have promised compensation. Àn in- 
dependent committee is investigating allega- 
tions of torture. In addition, the commu- 
nists accuse the previous government and 
what they call “the palace" of “misappropri- 
ating" foreign aid given to Nepal. They say 
the money should be traced and any assets 
bought with it should be turned over to the 
state. 

Would the king allow himself and his 
family to be subject to such investigations? 
Constitutional reforms are one thing, but 
much of the palace's power lies in its influ- 
ence with the organisations receiving aid 
money. It would be a huge, disruptive and 
perhaps impossible task to probe success- 
fully into what has happened to all the aid 
money of the past 30 years. 





South Korea 


Japan it's not 


FROM OUR EAST ASIA CORRESPONDENT 


HE masterstroke that President Roh 

Tae Woo brought off last January, when 
he persuaded two of South Korea's opposi- 
tion parties to merge with his ruling Demo- 
cratic Justice party, was happier in concep- 
tion than it has been in execution. His idea 
was that the new Democratic Liberals would 
imitate not merely the name of Japan's Lib- 
eral Democrats. The grand amalgamation 
would also, he hoped, give Korea the sort of 
broad-based and harmonious rule—espe- 
cially in economic matters—that Japan has 
enjoyed since its Liberals and Democrats 
came together in 1955. Harmony, though, 
comes less easily to Koreans. The former op- 
ponents are still acting as though they be- 
longed to separate parties rather than to « 
operating factions in the same party. 

Mr Kim Young Sam, leader of the big- 
ger of the two ex-opposition parties, is un- 
happy. His supporters claim that the Na- 
tional Agency for Security Planning (the 
renamed Korean CIA) is bugging their tele- 
phones and tailing them even more enthusi- 
astically than when they were in opposition. 
Mr Kim has also been pressed to hand over 
what used to be his own party's money for 
the good of the coalition (something Japan's 
factional bosses would never dream of do- 
ing). To cap it all, che president has shown 
great favour to Mr Park Chol On, a cabinet 
minister who happens to have married into 
Mr Roh's family. The Seoul grapevine had it 
that Mr Park, thought to be the champion 
of the Democratic Justice old guard, was 
likely to be the next president, not Mr Kim. 

The first signs of trouble came last 
month during a trip to Moscow by Mr Park 
and Mr Kim. Mr Park, as a senior minister, 
carried a letter from President Roh to Mr 
Gorbachev. Mr Kim, as a senior party fig- 
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f heau neglected to bring Mr Park 
along. On his return to Seoul, Mr Kim was 
incensed to read disparaging accounts in the 
Korean press alleging that he was an incom- 
petent and amateurish diplomat. These crit- 
icisms he laid at Mr Park's door, and tried to 
get the president to sack him. 

On April 16th a. compromise Was 
reached. The president hinted that he 
would accept Mr Park's ministerial resigna- 

tion but would keep him on as a top party 
official. So Mr Park lost face, and Mr Kim is 
looking a little petulant. The 2 man to 






what used to be the smaller opposition 
party, whose stock rose as he negociated 
skilfully between thetwossides. 9 — . 
All this Kim v. Park business came 
against a backgroun of plunging popularity 
„forthe new pa 






oe alive 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


ASTER is serious business in the Phil- 
ippines. President Corazon Aquino 
ignored coup rumours on Maundy Thurs- 
day to join the thousands who paid the 
traditional visit to Manila’s seven oldest 
churches. The following day 13 sinners 
had themselves nailed to crosses in vil- 
lages north of the capital. Everywhere, it 
seemed, parading flagellants were spatter- 
ing the curious with their blood. 
The Philippines still appears to be an 
overwhelmingly Roman Catholic coun- 


try. The church claims that almost 90% of — 
Filipinos turn to it for the basics: christen- m 
ing, marriage and burial. The church's im- 


age, which had become somewhat tar- 
nished by the support given by most of its 
bishops to Ferdinand Marcos, received a 
vigorous polishing from the nuns and 
priests who helped sweep Mrs Aquino to 
power in the 1986 revolution. 

To many people the president remains 
something of a saint. They overlook the 
persistent corruption of those around her 
and the failings of her government, in 
which members of Opus Dei, the Vati- 
can's mainly lay society, occupy some top 
jobs. The most prominent of these is Mr 
Jesus Estanislao, the finance minister. 

Despite its dominance, the Catholic 
church is worried. With half the popula- 
tion below the official poverty line and 
getting poorer, the Philippines is, like 
Latin America, a breeding ground for lib- 
eration theology. Cardinal Jaime Sin, the 
wonderfully-named archbishop of Ma- 

| vil, follows the Vatican line on liberation 








d in to see Mr Gorba- — 


imi the ais | 


evading Korean investors to use their real 


names rather than pseudonyms in financial 
transactions—was to be indefinitely post- 
poned. This may have been financially pru- 
dent (the stockmarket is already at its lowest 
point since 1988), but it was not politically 
wise. Many voters have seen it as a sign that 
the Democratic Liberals are just as much the 
plaything of the fat cats as the old ruling 
party was. . 

The voters are taking it out on their 
masters. Two by-elections were held on 


April 3rd. In a safe seat in the provincial 
. town of Taegu, where a disgraced member of 
have profited is Mr Kim Jong Pil, leader of ^^ 


the ruling party had been forced to resign, 
the government won; but its share of the 
vote fell from 57% to 49%. And in the 
Chinchon-Umsong constituency south-east 
of Seoul, the ruling party was beaten out- 


right by.a small new opposition party. 


. Corruption has been alleged in both 
campaigns. Some people claim that the secu- 


rity igency tailed one of the candidates, and 
| z; tha pany of his supporters were abies 





One crucifixion deserves another — 


theology to the letter: priests are free to 


~ work with the poor, but they should not 


get embroiled in politics. Sadly for the car: 
dinal, they often do anyway. 

Another similarity to Latin America is 
that the Catholics are being challenged by 
fundamentalist Protestants. Bible study 
groups are springing up everywhere—the 
Manila-based. Asian Development Bank 
has ten. People move from studying the 
Bible to one of a welter of Christian fel- 
lowships, among them Bread of Life, Ca- 


- thedral of Praise and City of Joy. They of- 


fer a sense of belonging, 15 hours of non- 
stop prayer on Sundays and a promise of 


| health and wealth for their members. 


tars are no match for slick-sell techniques. 


. . new temples at a rate of about one a week. 
The biggest of the Protestant churches is 


~~ last messenger to earth before the second. 


| . 4, 000 congregations. Its buildings are ea 
l ily identifiable: they ; show | a consider 








tends to use its power to back righ’ 
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votes b then dene sam pay. Weaseling. 
a debt doesn't sound very Japanese either 


FROM OUR CHINA CORRESPONDENT 


RE the Taiwanese becoming lay a 

was rich? The central governi 
m of letting its ‘employees - sta 
home on the last Saturday of each m 
they now work for 44 hours a week, sp 
over 542 days. Eventually, they too wi 
enjoy the five-day work week introdi 
two months ago by the six local administra 
tions run by opposition politicians. This 
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The cardinal is understood to have — 
asked Manila's mayor to stop allowing. 
these groups to use municipal facilities; — 
the mayor does not want to, because so. 
many votes are at stake. The Catholics 
have tried to use some of the newer 
churches" methods. But priests with gui- 


perfected i in America. 3 
“Some of the Protestant churches are 
getting big. The Mormons are putting up. 


Iglesia ni Cristo, founded in 1914 by Felix 
Manalo. He claimed that he was God's. 


coming. Today the church is led by hi 
son, Mr Erano Manalo, and has arou 








architectural debt to Disneylan 


influence. The chere: ds. "d c to de 
4m votes in elections, and one ofi its 
bers serves on the Supreme Co! 


candidates. Senator Juan Ponce Enri 
defence chief under Marcos. anc 
bail after being charged with ir 
in last December's attempte: 
to be courting Iglesia ni Ci 
in the 1992 presidential elect 
The two frontrunners- to 
election—Mr Fidel Ra 


the president of the Senat ar 

good Protestants. Perhaps the possit 
of a non-Catholic taking over will give 
devout Mrs Aquino cause to change 
mind and star 1c again i in 1992. 
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only one sign of a spreading rot. There is 
talk that, beginning next year, April 4th will 
be yet another national holiday: Children's 
Day. Is this any way for Taiwan to go on per- 
forming its economic miracle? 

Obviously not, according to the coun- 
try's employers. One of their sympathisers 
in the legislature, Mr Hsieh Lai-fa, has calcu- 
lated that adding a new public holiday 
would mean NT$9.7 billion ($367m) in 
wasted wages and a loss of NT$14.7 billion 
in GNP. The employers complain that Tai- 
wan's 20m people, of whom 8.3m are work- 
ers, already celebrate 17 national holidays 
(from Tomb-Sweeping Day on April 5th to 
the Dragon Boat Festival on the fifth day of 
the fifth moon). By contrast, the Japanese 
get 13, the Americans and West Germans 
12 and the Canadians and French a mere 
11. No wonder companies fear still more 


' days off: after all, they are already coping 


with a 5596 appreciation of Taiwan's dollar 
against America's over the past five years. 

Perhaps they are protesting too much. 
According to the OECD, the average Taiwan- 
ese worker toiled for 47.5 hours a week in 
1988. That was considerably fewer than 
those of the sweated South Koreans—54 
hours in 1987—but considerably more than 
those of the workers in other medium-to- 
rich countries (even the Japanese worked 
only 44 hours a week in 1988). In their 270 
working days last year, the Taiwanese man- 
aged to produce a GNP of $15.2 billion. For 
the past decade, the economy has grown at 
an average real rate of some 8% a year— 
which more than doubled real GNP. This 
year income per head in "Free China" will 
be well over $8,000—compared with $300 
on the communist mainland. With the Japa- 
nese selling dollars to support the yen, Tai- 
wan's $73.5 billion in foreign-currency re- 
serves are now the world's biggest. 

True, trade is sluggish—the trade sur- 
plus of $1.8 billion in the first quarter of this 
year was 3596 below the same period last 
year—and the economy is slowing. Even so, 
at the end of 1990 the economy will still be 
some 796 bigger than it was at the end of 
1989. The fact is that Taiwan is rich, and its 
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Old communists never die... 


N THE early hours of September 13 

1971 a Chinese Trident airliner with 
nine people on board crashed with no 
survivors in the remote Ondorhaan 
grasslands of eastern Mongolia. Among 
the passengers were China's then de- 
fence minister, Lin Biao, his wife and 
son. Lin was trying to flee to 
the Soviet Union after his 
planned coup to unseat 
(some say assassinate) Mao 
Zedong had been foiled. 
But he never made it: his 
aircraft ran out of fuel. At 
least that is China's story. 
Now, almost 20 years on, 
Mongolian military officials 
have said there is "no evi- 
dence" that Lin was on 
board the Trident. The plot 
thickens. 

Or does it? Mystery has 
always shrouded Lin's fate. 
Why would he flee to the 
Soviet Union, China's 
arch-enemy at the time and 
the devil incarnate to Lin and his profes- 
sional radicals? Did the Trident really 
run out of fuel? Or was it shot down—by 
the Mongolians, the Russians, the Chi- 
nese—or crippled after a shoot-out on 
board? One thing is certain: some Very 
Important Personage was on the aircraft. 
Western intelligence men were eaves- 
dropping as China's air-defence system 
went on national alert during the flight. 

Two years ago China's ambassador to 
Mongolia at the time published his own 


workers—their bargaining power boosted 
by an unemployment rate of a paltry 1.396— 
want their reward. 

But what sort of reward? High wages are 
already driving many manufacturers off- 
shore, including to the mainland; but that is 
natural for a country getting richer. The 
more worrying possibility is that Taiwan's 
workers will follow the example of South 
Korea's, who used the opening provided by 
their country's democratisation to adopt the 
aggressive tactics of strikes and go-slows in 
fighting against what they saw as years of op- 
pression by their companies. Korean pro- 
ductivity increases have slowed, competi- 
tiveness has declined. 

The risk that Taiwan will go the same 
way is not great. Less than a quarter of the 
labour force is unionised. Besides, more 
than 9096 of Taiwanese companies are small 
and medium-sized. There are no real equiva- 
lents of South Korea's Hyundai workforce 
to hold the Taiwanese economy to ransom, 
and less sense of grievance about regimental 





Lin, mystery man 





account of the 1971 incident. He visited 
the crash site and reckoned he saw Lin 
among the victims, although the bodies 
were badly burned. The Chinese claim 
they confirmed Lin's identity from his 
dental records (something the Mongo- 
lians could not have done). 

A less insoluble puzzle 
about Lin Biao is of more 
immediate relevance. He is 
being partly rehabilitated in 
China. Last year he got at 
least two favourable men- 
tions, one for his exploits 
during China's civil war, 
another for his role as a 
"military strategist”. This 
sets the record a bit 
straighter: whatever Lin 
may have got up to just be- 
fore his death, he was a ma- 
jor figure in Mao’s China. 

But there may be a sub- 
tler message between the 
lines. Lin is said to have 
fallen out not so much with 
Mao as with his prime minister, Zhou 
Enlai. Zhou was instrumental in the di- 
plomacy that brought Mr Henry Kissin- 
ger to China on a secret mission in 1971 
and later led to ties with America. Lin 
opposed this opening, but Mao backed 
Zhou. One way to take a swipe at Zhou’s 
protégé, Mr Deng Xiaoping, is to revive 
the reputation of his mentor’s arch-rival, 
Lin. The Mongolians are right: there is 
more to the Lin Biao story than meets 
the eye. 


treatment by a remote boss. 

Which is not to say that the loosening v. 
Taiwanese politics will not create new sorts 
of demands. Besides higher wages, workers 
are asking for a better quality of life. That 
includes less pollution, more freedom to 
travel abroad and an end to a system that 
allows senile politicians elected on the main- 
land more than 40 years ago to dominate the 
institutions of government. Why else did 
4196 of the voters support the opposition in 
legislative and local elections in December? 

If the Kuomintang is to remain the un- 
challenged ruling party, it cannot afford to 
antagonise the workers who have wrought 
Taiwan's economic miracle. Sensibly, there- 
fore, the government of President Lee Teng- 
hui now promises not just to get rid of its 
ancient politicians but also to provide com- 
prehensive health insurance for all. That 
could take a couple of years to arrange. In 
the meantime, how about sleeping in on Sat- 
urday mornings? 
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THE RIGHT TIME, THE RIGHT PLACE 





HE RIGHT PEOPLE 





SILVIO BERLUSCONI 
FININVEST 


JEAN DONDELINGER 
EC COMMISSIONER 


ALAND FRI 





ALBERT SCHARF 


ANDRE ROUSSELET 
CANAL PLUS ERU 


PHILIPPE GUILHAUME 





FREDERIC SEEGAI 
SHEARSON LEHMAN HUTTON 





TOM REIFENHEISER 
CHASE MANHATTAN BANE 


MAURICE LEVY 
PUBLICIS 


JACK VALENTI 
MOTION PICTURE ASSOC USA 


OASTON THORN 
CIT/RTL 


THE LUXEMBOURG MEDIA SUMMIT MAY 22-23 1990 


The Luxembourg Media Summit is an initiative to bring together 
leaders in the television mass media world and related fields of 
advertisement and programme production from both sides of the 
Atlantic. High level decision makers will examine media trends, 
investment opportunities, production strategies and regulatory 
structures leading up to the next century. 

Important changes are taking shape which will have a profound 
impact on the future: 

[] the boost in demand for programmes 

[] the new ways of funding broadcasting 

the upsurge in competition for audiences 

the expansion of distribution systems 

the growth in advertising opportunities 

the development of European influences in the media world 
the coming of the single market 
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the improvements in TV and programme content 
[] the extending climate of deregulation, free-enterprise and 


competition 


A meeting of international leaders who are shaping the destiny of the 
new media world is more than timely. Confirmed speakers over the 
rwo days will be: Silvio Berlusconi, Stewart Butterfield, Michael 
Checkland, Albert Dondelinger, Jean Dondelinger, Richard 
Dunn, Ed Fritts, Philippe Guilhaume, J. B. Holston III, Maurice 
Levy, Robert Mosbacher, Mikhail Nenashev, John Perriss, Tom 
Reifenheiser, Michel Reinarz, Andre Rousselet, Albert Scharf, 
Frederic Seegal, Anthony Simonds-Gooding, Peter Tamm, 
Gaston Thorn, Jack Valenti. 
Broadcasters, media owners and investors, programme producers, 
television advertisers, agency executives, policy makers, media 
analysts and correspondents — everyone interested in the future of 
television should attend the Luxembourg Media Summit. 
The event is being organised under the patronage of the Government 
of Luxembourg and sponsored by Compagnie Luxembourgeoise 
de Télédiffusion CLT/RTL, Banque Internationale à Luxembourg 
(BIL) and Chase Manhattan Bank of New York. 
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Don't miss this unique event! Mail this coupon today 


Æ Johannesson & Associates, s.a. 


10 rue Adames, L-1114 Luxembourg. Tel: (352) 458473 Tlx: 60718 ja lu Telefax: (352) 458474 
Co-sponsors: Banque et Caisse d'Epargne de l'Etat Luxembourg, Hotel Inter-Continental, Iceiandair, Securicor, Hertz, Arthur Andersen. 
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The sun sets on 


| FROM OUR TOKYO CORRESPONDENT 


BOWL of sticky rice is as much a part 

of everyday life in Japan as a plate of 
asta is in Italy or a hamburger is in Amer- 
ica. The difference is that, unlike the Italians 
.and the Americans, the Japanese have a gov- 
ernment that makes them pay six times the 
world price for their favourite food. How 
squarely Japan's leaders now face up to the 
hallenge of ined: down rice protection- 
im will tell a lot about how ready they are to 
open the country to the outside world, and 
ò start looking after ordinary people in- 
tead of special interests. 

Japanese politicians, who have dodged 
the rice issue for decades, knew this would 
be the decisive year. The Uruguay round of 
egotiations under the General Agreement 
ym Tariffs and Trade (GATT) is due to end in 
December. In the talks on liberalising agri- 
ultural trade, Japan has been trying to per- 
uade its GATT partners to adopt a “food se- 
urity" clause. This would let a country do 
what it needed to remain 100% self-suffi- 
ient in its staple foods—thus allowing Ja- 
pan to carry on subsidising its rice-growers 
while blocking all imports of the stuff. 

No one is going to buy that, least of all 
he Americans. They argue that real food se- 


and plenty of different suppliers. America's 
dical negotiating position—the abolition 
of all agricultural subsidies in ten years—will 
not be adopted, but neither will the GATT 
ilow Japan to keep its rice market shut. 


on the rice bowl, the rice millers of the 
“United States—who produce japonica rice 
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urity comes from having an open market 


If Japan nonetheless does keep the lid. 



























rice 


for a third of the Japanese cost—will pounce 
with a trade complaint. A quarter of their 
annual 7m-ton rice crop is japonica. They 
would like to export 500,000 tons a year of 
this to Japan. If America’s growers are not 
allowed at least to try, the two countries’ al- 
ready delicate trade relations will get sharply 
worse. | 

To avoid that will severely test Japan's 
politicians. Beef imports, liberalised three 
years ago, scared the politicians; but not 
even one in ten lapanese farmers rears live- 
stock. Seven out of eight Japanese farmers 
cultivate paddy fields. Rice is one of the few 
crops that are grown in practically every cor- 
ner of Japan. This is economic nonsense: 
rice costs fantastic amounts to produce in 
Japan, and demand is falling. With more 
money than ever to spend, the Japanese are 
eating far less rice than their parents did—a 
mere 144lb per person each year, compared 
with 253lb in the early 1960s. They are gob- 
bling down a good deal more meat instead, 
along with bread, fresh fruit and vegetables, 
and dairy products. 

Japan's rice-growers, with their tiny 21⁄2- 
acre farms and old-fashioned ways, are being 
left behind financially. The one thing they 
have going for them is their numbers: some 
3.5m households in traditional extended 
families, nearly 1696 of the population. Only 
one couple in each household (usually the 
grandparents) actually work the land; the 
rest of the adults have better-paid jobs in 
factories and offices. Even so, all consider 
themselves rice-growers at heart. Add in the 
electoral system's bias in favour of rural con- 


“enormous political elgue: © 





Keeping these important people happy 
costs the Japanese taxpayer more than ¥1 
trillion ($6.3 billion) a year in direct subsi- 
dies, and Japanese consumers more than ¥5 
trillion in excessive prices—more than $800 
per household per year. Half of the direct 
subsidy goes on reimbursing growers for 
their surplus production. Japan’s rice moun- 
tain currently stands at 1.5m tons, which 
the government buys in at ¥280,000 a ton— 
six times the world price. 

The rest of the money goes on trying to 
persuade rice farmers to grow something 
else. Grants are provided so that paddies 
can be drained. The aim is to reduce the 
amount of land under rice by 2.1m acres a 
year. The agriculture ministry wants the cost 
of growing rice cut by 30-50% over the next 
five years, which means eliminating the 
smallest plots. - 

The ministry also wants freer-mark.. 
pricing through the independent rice dis- 
tributors. Most growers still sell their rice 
through the state-controlled Nokyo, the 
huge agricultural co-operative whose de- 
posit-taking arm is probably the world's big- 
gest. But the government has been turning a 
blind eye to the growing number of rice 
farmers who are by-passing official channels 
and selling direct to housewives, restaurants 
and shops. The independents now handle 
nearly 4096 of Japan's rice production. 

Imports would do more than anything 
else to ease the consumer's plight. All im- 
ports (except 100 kilos for personal use) are 
formally forbidden, but cheap rice is getting 
in disguised as processed food. The United 
States exported more than 500 tons of beef 
and shrimp pilaff to Japan last year. Some 
1,300 tons of rice-stuffed cuttlefish also 
slipped into the country, mainly from Thai- 
land. Officials hint that they see no reason 
why 50,000 tons of rice should not be i 
ported into Japan as processed food and the 
like. Special dispensation has already been 
given to distillers in Okinawa to import 
10,000 tons of Thai rice needed to make a 
traditional brew. 

And demography is helping: the farm- 
ing communities are dying of old age. Farm- 
ers' children are keen to inherit the land but 
not the toil that goes with it. One report 
claims that only 396 of children from farm 
households intend to carry on with farming. 
In the main rice-growing areas in the north 
and west, two out of three farmers are now 
60 years old or more. Five years ago two out 
of three were in their early 50s. In another 
five years' time many will be in their 70s and 
ready to call it quits. By then Japan will prob- 
ably be delighted to import all the cheap rice 
it can get. Unfortunately for Japan's leaders, 
the world's mood is such that they probably 
have five months rather than five years in 
which to avoid a crisis. 
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Private investment services with Canadian continuity... 



























oday, opportunities have 

no borders. Your private 
bank must operate from a 
position of strength and be 
as global as the marketplace. 

Canadian Imperial Bank 
of Commerce (CIBC), is one 
of the ten largest banks in 
North America. We are head- 
quartered in Toronto, Canada, 
one of the most secure and 
strategically sound financial 
centres in the world. 

CIBC's leverage is rein- 
lorced with extensive research, 
a global data base, and state- 
of-the-art trading and 
communications capabilities. 

Drawing from more than à 
century of experience, CIBC's 
Investment Management 
groups in London, Geneva, 
Hong Kong and Toronto 










manage significant portfolios 





lor private clients. 


Let us acquaint you w ith 
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the man« specific opportuni- 





ties by calling our London 
office at (01) 234-6345 or in 
Hong Kong at 8416148. 


Canadian Imperial 
Z2 Bank of Commerce 


PRIVATE 
BANKING 


Member ot the TSA and IMRO 
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Visitors to the small town of 
Uddevalla on Sweden's West 
Coast will find Volvo's latest car 
plant sited right by the sea. 

Inside the plant, ‘the greatest 
step forward in the history of 
modern car production has been 
taken', according to many 
experts. 

The assembly line is gone. 
Instead, cars stand in workshops 
during assembly, a small team 





building a complete car. 

The teams of workers see 
themselves as families and that 
is just what they are. Men and 
women of all ages work side by 
side, using special ergonomic- 
ally designed machines evolved 
especially for them. 

The Uddevalla workers have 
already demonstrated that their 
way of making cars is more nat- 
ural, and often more efficient, 
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than the traditional assembly 
line. They have confirmed 
Volvo’s belief that responsibility, 
involvement, comradeship and 
joy increase work satisfaction 
and raise product quality. 

Volvo’s thinking is quite nat- 
ural: build a car with commit- 
ment, pay attention to quality, 
and the owner will soon notice 
the difference. 


VOLVO: 77,000 employees 
worldwide. Sales USD 16 
billion. Business activities 
encompass cars, trucks, 
buses, marine and indus- 
trial engines, aerospace, 
food and finance. Our 
position as a major inter- 
national group with 
substantial operations in 
Europe and North America 
is a result of quality, safety, 
high ethics and showing 
care for people and the 
environment. 
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E In simpler times, all that a top manager needed to move effective managers. 
. an organization forward. was a set of rational tools to That's why we offer you our new book. It tells how 
Solve problems and make decisions. 19 of our clients—including Dow, Fuji Photo, Massey- 








-. And for three decades we've given our clients a pro- Ferguson, and the Federal Reserve Bank—have over- 
: cess. for better decision making and problem solving up come major obstacles to implement winning strategies. 
and down the organization. In fact, more than 10 million If you're a senior manager dealing with these com- 
-managers use our renowned processes— described in plex challenges, we'll give you a free copy.* Just send 


The Rational Manager—on a daily basis. your business card to William Fellows, 
These days, however, assuring future KEP NER Kepner-Tregoe, Inc., P.O. Box 704, 

- success is more complicated. Setting a TREGOE Research Road, Princeton, NJ 08542. 

A strategy and putting it into action are chal- The Consulting Company Together, we'll write the book for the 
“lenges that can overwhelm even the most for the Rational Manager next century. 
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C aeoeaio SRM c wen PRINCETON AND WORLDWIDE 609-921-2806 


x d Why the offer? We think you'll be convinced by our successes with leading companies worldwide to call us in to consult with your organization. There's no obligation, of course, and the offer is 
900d only while our supply lasts. Please specify English, French, or Japanese edition. 





a Fax us for the facts. Thousands of expatriates have bought a 
tax free Volvo. They found it simple and straightforward. They saved 






F | | | money. They started off by contacting Volvo Tourist & Diplomat Sales 
aX re e | O VO. To find out more, just fax or mail the coupon. Or give us a call 
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To Volvo Tourist & Diplomat Sales. 









No I Customer Avenue S-405 08 Goteborg. biu EE ee OSS eee eee Y 
Sweden. Tel: +46 3l 59 i 3 00. Fax: +46 3M 53 55 35. AGOTESS raaa cti ege RNC Country of final use n PEN 
Please send me the Volvo Tax-Free Guide and : 
more information about ZipCede. l 
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AMERICAN SURVEY 


Presiding or leading? 


WASHINGTON, DC 


ey cai familiarity breeds mystery. 
After 9% unbroken years at or near the 
top of America’s tree, George Bush contin- 
ues to puzzle many of those whose job it is to 
figure him out. The problem, perhaps, lies 
in the language. In a country where any two- 
bit politician or pressure group can get a 

'aring by promising "leadership", Presi- 
„ènt Bush seems reactive, and inclined to 
follow public opinion rather than lead it. 
With approval ratings of more than 6096 in 
the polls, he can claim that a presidency 
which treats “vision” as if it were a dead fish 
is just what the country wants. But is it what 
the country needs? 

In an interview this week with four jour- 
nalists (including our man), President Bush 
confirmed the impression that, in foreign 
policy, America is making a virtue of follow- 
ing developments first made elsewhere, as if 
it were setting the sails of a ship whose rud- 
der was being rudely yanked by others. 
When asked, for example, about the pros- 
pects for a North American free-trade area, 
he quickly said that he wanted Mexico's 
President Carlos Salinas to "set the pace". 
When questioned on the seemingly happy 
turn that America's trade relations with Ja- 
pan have taken, he said that "what's differ- 
ent is the way in which prime minister Kaifu, 

id other leaders there, have approached 
tnis problem.” 

Prudence and an unwillingness to sound 
theatrical were his themes. On Lithuania: 
“There’s been dramatic change in the 
world, and I don’t want to take some action 
that would set it back." On whether Amer- 
ica sees itself as first among equals, he 
sounded as if that was almost too ambitious: 
"When I sit down at a NATO meeting, I don't 
go there seeking a kind of recognition on 
that point." 

It would be easy to see this as the behav- 
iour of a man unsure of himself, which is ex- 
actly what President Bush is not. In a speech 
on April 12th Mr Roger Porter, the presi- 
dent's assistant for economic and domestic 
policy, said his chief was “comfortable and 
quietly confident in his job", and so he 
looks. Too often since 1945, loudly confi- 
dent Americans have so got up the noses of 
other nations that they have achieved the 
precise opposite of their intentions. 

If the economies of Latin America are to 


THE ECONOMIST APRIL 21 1990 


be liberalised, Mr Bush might say, it is better 
that countries like Mexico see that of their 
own accord, not because Uncle Sam tells 
them what's good for them. If the collapse of 
communism is going to make the world a 
more peaceful place, he might assert, it is 
better not to rub Russia's nose in its own 
failure. This is policy-making with an eye to 
the long term, to changes that, once made, 
are made to stick. 

Can the same credit be given to Presi- 
dent Bush's domestic policy? It is becoming 
almost conventional Washington wisdom 
that while the president's approach bears 
fruit abroad, it disappoints at home. Mr 
Bush's fans make three points in reply. First, 
like Mr Porter, they argue that Mr Bush 
does indeed have a coherent set of domestic 
goals. He has crafted a national drugs policy; 
proposed far-reaching clean-air legislation 
(which he may soon see enacted); put educa- 
tion on the national agenda. 

Second, when depressed, they might ask 
which American president (or the leader of 
any other country, for that matter) ever won 
fame for domestic policy. A nation's heroes 
are its Washingtons, Lincolns, Roosevelts 
(both of them), its de Gaulles, Garibaldis 
and Churchills—warriors all. It is simply 
harder to satisfy a nation's peacetime aspira- 
tions, both because those aspirations are 
more confused than in wartime, and be- 
cause government's peacetime powers are so 
limited. 

A wartime president has armies at his 
beck and call, and a finite time to complete 
his task. A peacetime president who wants 
to improve the quality of education, say, re- 
lies on millions of others, largely outside his 
control (for he depends on parents and chil- 
dren as well as teachers) to implement his 
dreams; and the implementation takes not 
years but decades. President Carter called 
energy policy the "moral equivalent of war", 
but it was not the political equivalent. 

Third, like all American presidents, Mr 
Bush can shuffle the blame for domestic in- 
action on to the Founding Fathers. A fed- 
eral system means that it must be for state 
and local government, not the federal insti- 
tutions, to create education policy and 
much of environmental policy; the separa- 
tion of powers means that a president can 
do little without Congress's fear or willing 





Follow me 


acquiescence. 

It is here that President Bush's defence 
seems at its weakest. He told us that "the 
executive branch and the legislative branch 
ought to work together on investment, sav- 


ings, education, the budget deficit." But it is - 


precisely because the constitution makes ac- 


tion on domestic matters like those tricky _ 


that a president has to be more than reac- 
tive. In domestic policy, the "leadership 
role" is not a cliché. 


Budgetary health 

Is President Bush assuming that role? Con- 
sider two areas where he is not. Although 
health now appropriates nearly 1296 of GDP, 
and although 32m Americans are uninsured 
for health care, there has been a conspicu- 
ous lack of initiative on the subject, despite 
much rhetoric in the State of the Union 
speech in January. It is perfectly true that, 
after the debacle of trying to legislate for cat- 
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AMERICAN SURVEY 


astrophic health-care insurance in 1988, no- 
body on Capitol Hill wants to touch health 
with a bargepole. But that does not excuse 
the president's fastidiousness. 

Second, consider the budget deficit. 
True, it has fallen for three years both in ab- 
solute terms and as a proportion of GDP. Yet 
in some ways, as Mr David Hale of Kemper 
Financial Services points out, the deficit is 
more economically dangerous now than 
when it was at its greatest in 1986. With the 
reconstruction of Eastern Europe soaking 
up much of Western Europe's capital liquid- 
ity, and domestic expansion in Japan doing 
much the same there, it is possible that a 
continuing deficit of $100 billion or more a 
year cannot be financed except by pushing 
interest rates higher. Rates are almost cer- 
tainly going up, in any event: March's con- 
sumer-price inflation figures, up 0.596, were 
worryingly high, and immediately led to 
fears that the Federal Reserve would some 
time soon have to tighten monetary policy 
to squeeze inflationary pressures. 

At least, it might have to do so while the 
deficit remains untackled. Yet though 
Washington buzzes with rumours of a bud- 
as fix, little overt leadership has yet come 

om the White House. If anything can scup- 
per President Bush, it is the economy. De- 
spite the sunny tidings on which he won the 
White House, real income growth is stag- 
nant, and that injection of women into the 
labour force which has protected the living 
standards of so many American families has 
just about reached its limit: already, 6596 of 
women with children work. If the deficit is 
not cut, and interest rates rise, few econo- 
mists would predict a crash; but fewer see 
anything better than anaemic growth. 

Whatever the polls say, another quietly 
confident, reactive, president, who—like 
Mr Bush—came to the White House after 
years of government experience, is rattling 
his chains in the shadows. Herbert Hoover. 
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Aid for Israel 


Dole's queue 


OTHING is forever: not even, per- 

haps, America's entrenched and un- 
stinting support for Israel. So says Senator 
Robert Dole, at any rate, in language far re- 
moved from the flattering circumlocutions 
customary when Americans talk of Israel. 

It was a warning only: economic and 
military aid will continue this year at its 
usual jumbo level, plus a big extra dollop to 
help with the influx of Soviet Jews. But Mr 
Dole, the top Senate Republican, who was 
leading a delegation of five senior senators 
on a Middle Eastern visit, declared while he 
was in Jerusalem last week that Israel might 
be unwise to assume that a fifth of the total 
foreign-aid pie would continue to be its 
rightful portion. 

Americans would rather spend foreign- 
aid money on themselves, said Mr Dole, 
and, if they have to send it overseas, they are 
coming round to the view that a lot of de- 
mocracies, old and new, deserve a bigger 
share than they are getting now. And people 
are not, added Mr Dole, quite as keen on 
Israel as once they were: 

It's like Vietnam all over again. There is a de- 

terioration of support for Israel. People watch 

television. The intifada. They don t like it. 
The senator's remarks are important. He is 
not speaking only for himself, or even for 
like-minded members of Congress. He is 
close to the administration and may well be 
saying what President Bush and his secretary 
of state, Mr James Baker, cannot say but 
would like to hear said. When, earlier this 
year, Mr Dole proposed a 596 cut in the vast 
proportion of aid that Congress earmarks 
for specific countries (above all for Israel), it 
was taken for granted that he was acting as a 
stalking-horse for Mr Bush. He probably 
still is. 

He answered with a diplomatic non-se- 
quitur when asked about this on American 
television. He provided a whiff of comfort, 
confirming America's "very special relation- 
ship" with Israel. He said, straightfaced, that 
there was no link between the size of the aid 
package and the administration's exaspera- 
tion over the stalled Middle East peace pro- 
cess. But he repeated, without padding, that 
he detected a widespread dissatisfaction 
with Israel in American public opinion. 

On April 19th Mr Dole was to speak out 
on the Senate floor to try to rescind a non- 
binding resolution that the Senate had 
passed on Jerusalem as the capital of Israel. 
Mr Dole had voted for the resolution—and 
even, he discovered to his evident surprise, 
had co-sponsored it—thinking it a harmless 
exercise. But the Arab leaders he met on his 
travels (and Mr Teddy Kollek, the mayor of 
Jerusalem) told him that it had been an un- 
wise move that could further delay the de- 





Did he get my point? 


layed peace talks. 

The question is whether, when electio 
time rolls round, American politicians wu: 
once again meekly line up at Israel's door, a 
box of chocolates in every hand. They may, 
but the pro-sraeli lobby is shaken. Its 
strength came partly from American-Jewish 
money and influence, more from the much 
wider body of pro-Israeli sentiment in non- 


Jewish America. If that is fading, so is the 


lobby's fabled power. 





Tankers 


Double trouble 


HE shipping industry in the United 

States is starting to realise that environ- 
mentalists are likely to win their campaign 
to force all tankers and barges in American 
waters to have double hulls. One big oil 
company, Conoco, has recently bowed to 
the inevitable, and announced that all n 
tankers, including two currently being or- 
dered, will in future be built with double 
hulls. As a way to buy less oil pollution at 
sea, this is an expensive option. 

Last year's wreck of the Exxon Valdez 
off the coast of Alaska gave new life to the 
congressional debate on tackling oil spills. 
The Exxon Valdez hit the rocks at such 
speed that a double hull would not have pre- 
vented an oil spill: both hulls would have 
broken. But the American Trader, holed 
off southern California in February, would 
probably not have leaked. 

A bill before the House would require 
all tankers and barges in American waters to 
have double hulls within 15 years, and the 
biggest tankers to have double bottoms (but 
single sides) within seven years. The admin- 
istration prefers the Senate version. That 
would insist on double hulls only for new 
tankers, not barges, and would go into effect 
after a year's delay. 

The shipping industry hopes to per- 
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suade Congress to wait for the outcome of a 
study by the National Academy of Sciences 
on tanker design. The American Petroleum 
Institute says plaintively that there are not 
enough shipyards to meet the requirements 
of the House bill: retrofitting a tanker with 
double hulls can take two years, during 
which time the ship earns nothing, and can 
cost up to 75% of its original price. Others 
in the industry argue that double hulls 
would increase the risks of corrosion, and 
that two hulls would cost 15-2096 more than 
one to build and far more to maintain. The 
eventual result will be dearer oil. 

After the wreck of the Amoco Cadiz in 
1978, double hulls were considered as part 
of a protocol on marine pollution negoti- 
ated under the International Maritime 
Organisation. They were rejected as being a 
less safe way to prevent spills than a careful 
---rranging of ballast tanks, placing them in 

: parts of a ship most likely to be holed in 
an accident, and partial double bottoms. 
These safety measures have been introduced 


Green with fear 


WASHINGTON, DC 


N CASE you had not heard, April 

22nd is Earth Day 1990. An oddball 
notion when it started in 1970, it is now 
taken seriously by serious politicians. For 
environmental groups, encouraged by 
swelling membership (see table), have be- 
come the most powerful lobbies in Wash- 
ington. Like any mature lobby group, 
they work together while discreetly 
poaching each other's members. lt is 
now the kiss of death if they label a can- 
didate anti-environment. 

That fear, not a new-found concern 
for greenery, explains much of the cur- 
rent environmental agenda. The admin- 
istration is sceptical about global 
warming—President Bush spoke of the 
need for more facts when he addressed 
the White House conference on global 
change on April 17th—but it is as keen 
as any congressman to shore up its envi- 
ronmental credentials. Decisions on 
matters ranging from acid rain to asbes- 
tos removal in schools are taken not on 
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Membership of environmental organisations 























1970 1975 1980 1985 1990 
National Wildlife Federation 2.6m n/a 4.6m 4.5m 5.8m 
Sierra Club 114,000 153,000 182,000 363,000 566,000 
National Audubon Society 105,000 255,000 310,000. 425,000 515,000 
Wilderness Society 66,000 n/a 63,000 97,000 ^ 363,000 
Environmental Defence Fund 10,000 40,000 45,000 50,000 150,000 
Greenpeace* - 6,000 80,000 450,000 
Natural Résources Defence Councilt 15000  - 35,000 -65,000 . 140,000 












Cure was worse than prevention 


on all tankers built since 1979. But because 
the average age of the tanker fleet is now 
nearly 13 years, relatively few vessels have 
them. The Exxon Valdez did. 

Only Finland so far has taken unilateral 


the basis of scientific evidence but to pla- 
cate green groups. 

In a sense, green has replaced red as 
the colour of the left. A dwindling few 
Americans are revolutionary and anti- 
capitalist for reasons of Marxism; a grow- 
ing number are for reasons of planetary 
rescue. At a recent conference in Boul- 
der, Colorado, the session on the future 
of the left quickly turned into a discus- 
sion of toxic waste, nuclear power, clean 
air and clean water. 

Harassed congressmen might reflect 
that it could get worse. Mr Dave Fore- 
man, the leader of a militant group called 
EarthFirst!, which loudly but so far to lit- 
tle effect plans to sabotage dams and 
power-stations and drive spikes into 
trees to break chain saws, will soon go on 
trial in Phoenix. Insiders think he may 
get off. His monkey-wrench gang, mod- 
elled after a novel written by Mr Edward 
Abbey in 1975, might then attract even 
more members into "ecotage". 
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action to encourage the use of double-hulled — 
tankers. In January it imposed a charge of 
2.20 markka (55 cents) a tonne on oil deliv- 
ered to its ports by tankers without double 
bottoms. 

The industry argues that a cheaper way 
to cut marine pollution would be for ports 
to provide facilities to get rid of the fuel-oil 
sludge which most ships—not just tank- 
ers—now generally dump at sea. Hardly any 
ports have ways to handle the sludge, which — 
amounts to as much as is spilled in acci- — 
dents. The industry also wants much better — 
monitoring of ships arriving and leaving 
ports, on the lines of that at Rotterdam or 
Gothenburg. That would have helped the 
captain of the Exxon Valdez who thought - 
he was being monitored on the Coast — 
Guard's radar when he ran aground. : 








Car accidents j 
Belt and braces, — 
bags and suits 


CHICAGO 


ld A1 À 


AST month, in Culpeper, Virginia, his- - 

tory was made. Two cars crashed h 
on into each other on a country road. By. 
chance, both were equipped with airbags— 
devices tucked into the steering column or 
dashboard in which sensors detonate a car- y 
tridge that inflates a bag in about a twenti- 
eth of a second, so that the occupants are 
thrown into a welcoming pillow of nitrogen - 
instead of a hard dashboard. Both drivers, — 
one of whom was not wearing a seatbelt, - 
were merely bruised by a crash that might — 
otherwise have killed them. 

Eight years ago only about 10% of 
Americans wore seatbelts. But the federal | 
government pressed states to pass seatbelt _ 
laws, and now almost 50% of people wear - 
them. Yet every year in the United Sm d 
nearly 50,000 people are killed in car acci- — 
dents, and perhaps three times as many are 
















lation. Beginning with this year's models, all 
cars are to be equipped with passive re- 
traints that work without the occupants 
aving to decide to use them. 







tems), so that when the door is closed the 
belt reels into place. But this creates a spi- 
-web of belts in the interior ofthe car and 






rely by means. 






























passive restraint is the airbag. 
irbags always come with manual belts, 
hich they are supposed to supplement. 

:' Passive-restraint systems may save lives, 
ut will not necessarily do so. Some people 
will disconnect their passive seatbelts, or will 
not fasten their manual ones because they 
have airbags. If more than one in eight of 
-those who now use ordinary seatbelts stop 
using them because their cars have passive 
systems, injury rates for this half of the driv- 
ing public will indeed rise (though the pre- 
poU half would be safer). 


| Turtlemania 


APHAEL, Donatello, Michelangelo 

and Leonardo are: (a) karate-chop- 
ping, pizza-munching reptiles known, 
collectively, as the Teenage Mutant 
Ninja Turtles; (b) central characters in an 
industry that grossed as 
much as $600m in 1989 
retail sales; (c) both of the 
above? Full marks for 
picking (c); no points for 
. saying they are Renais- 

. sance artists. 

The Teenage Mutant 
Ninja Turtles have been a 
. craze among America’s 

.under-13s for more than a 
year. They have also been 
a godsend to the busi 

nesses who have clam- 
bered on.to their shells. 
They are everywhere: on. 
television, in comic 
_ books, on cereal boxes, on clothing, in 
toy shops, in computer. games, in rap 
songs. This month they. e a hit 
film, grossing $32m in the first week of 
general release in the United States (sec- 
ond only to last year’s "Batman"). 

: Their ah is a dete tribute. to the 








protect the AE ete half ofthe popu- : l 


d ris car’s d iride: of 7 
the sturdier chassis, as with manual sys- 


pts people to disconnect the belts en- | 
emergency release. The 
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Bang, bang, you're safe 2 


How much safer? General Motors, 
which together with other car manufactur- 
ers fought the regulations, did a study of the 
effectiveness of various devices and came to 
some disagreeable conclusions. The airbag is 
helpful only in frontal crashes, useless in 
roll-over, side-impact or rear-impact colli- 
sions—though some car makers, including 
General Motors, are doing research into the 
design of an airbag that might help in side 





Eastman, the turtles were dropped, as ba- 
bies, into some radioactive nastiness in a 
New York sewer. Transformed into walk- 
ing, talking humanoids, they met Splin- 
ter, a mutant rat who had once been the 
pet of a ninja master. Splinter taught 
them the martial arts and, for a few years, 
they practised their skills, fighting Splin- 
ter’s arch-enemy, Shred- 
der, on the pages of their 
creators modest-circula- 
tion comic book. 

Then came Mr Mark 
Freedman, a licensing 
agent who once counted 
the Flintstones among his 
. clients. Mr Freedman be- 
gan marketing more vig- 
orously. Toys came first, 
followed by a cartoon se- 
ries in which the turtles 
unveiled their penchant 
for pizza and surfer-talk 
("Hey, Dude, that's awe- 
some") The cartoons 
now run on at least 130 television sta- 


HAA Ho NCI Ure dempta cte prede ddr ry RPP n TAAA NAA Fr len at, Arr o etree eet 


tions; there are more than 260 licensees: 


Turtle products, boosted by the film, 
are expected to do even better this year 
than last. As the fad dies in the United 
States—and it will—some of the slack 
will be picked up abroad, where turtle 
cognoscenti abound. The television car- 
toon is already showing in Britain; the 
film will be released later this year. Pre- 


pare for an awesome assault, Dude. 
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i e airbag as a 
substitute fora threepoint. seatbelt, instead 
of using it as a supplement, increase their 
risk of death by 4096. And the use of airbags 
plus seatbelts reduces the risk only margin- 
ally over three-point seatbelts alone. 

Since insurance companies and politi- 
cians are keen on airbags, people have come 
to believe that they are a primary, rather 
than supplementary, form of protection. 

is misperception creates obvious dangers, 
including a legal danger to the car industry. 
In a New York case the estate of a woman, 
who was killed when her airbag-equipped 
Mercedes rolled over, is suing the car com- 
pany claiming that the airbag system was de- 
fectively designed because it did not protect 
her. Automotive News, a trade publication, 
reports the judge as saying that "if the jury 
concludes that Mrs Orlich reasonably relied 
upon the airbag and thereby failed to nse 
her lap and shoulder belt, it will be perr 
ted to disregard the defence asserted by 
Mercedes-Benz that Mrs Orlich failed to use 
her safety belts,” 

lt is a peculiarity of American tort law 
that a civil jury may be allowed to find that a 
product that conformed to a federal-govern- 
ment design standard was nevertheless *de- 
fective”, This means that the manufacturer 
and distributors of the product could find 
themselves paying damages even though 
they did what the government told them to 
do. Lawyers have a lucrative new field. 











Guns 


Learning to love 
them _ 


"HE NARE Rifle Association likes ` 

rattle its members. The pro-gun grou. 
latest claim is that there is little difference 
between the Soviet Union’s plans for Lith- 
uania and that of some members of Con- 
gress for the American gun-owner. Both, the 
NRA says in its latest advertisement, want to 
disarm the citizenry. 

What brought on this latest exaggera- 
tion is a pair of bills that have passed com- 
mittees in the Senate and the House of Rep- 
resentatives. The Senate bill would restrict 
the sale of semi-automatic assault weapons 
such as Uzis and AK-47s; the House bill, soon 
to be considered by the House Judiciary 
Committee, would ban their manufacture, 
sale and possession (except by people who 
already own them). The weapons are in ef- 


fect defined by their military-style features: 


pistol grips on rifles, large magazines, the 
ability to carry silencers and bayonets, barrel 
shrouds and so on. For anyone but an NRA 
purist, the bills are long overdue. __ 
Since a madman gunned down five chil- 
dren with an AK-47 in a school playground in 
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California a little over a year ago, the ane 
has changed about assault-style rifles. Presi- 
dent Bush, who is generaily opposed to re- 
strictions on guns, has banned the import 
into the United States of certain types of as- 
sault-style rifles (but not assault-style pistols, 
an issue that is currently. being considered 
by the Bureau of Alcohol, Tobacco and Fire- 
arms). California has banned them alto- 
gether. Other states have instituted or ex- 
tended checks and waiting periods required 
before a variety of guns may be bought. 

That a trend exists towards kinder and 
gentler gun laws is clear. But it would be a 
mistake to think that Americans are about 
to throw the constitution's second amend- 
ment—the one that, arguably, allows for 
gun ownership—out of the window and 
haul in all the nation's shooters. Any at- 
tempt to regulate guns is met by stiff resis- 
---ce, The assault-rifle bills in Congress face 

__ ugh battle. 


One reason is that lobbyists for guns in. 


America remain remarkably successful at 
scaring the pants off people. The National 


Rifle Association tells its members and all- 
who will listen that any form of regulation is . 
the first step on the slippery slope towards 
outlawing guns. One NRA advertisement 
gave warning that "if you're one of the 30m. 


law-abiding Americans who owns a semi- 
automatic firearm, you must act now—be- 
fore you become a criminal"; another asked 


members whether they would be shocked to 


learn that the Senate "was on the verge of 


passing a bill to ban guns" and then told . 


them that this "nightmare" was not far from 
the truth. 

A television commercial featured a film 
star, Mr Charlton Heston, arguing that gun 


bans do not reduce crime because guns are ~ 
(this 

misses the point that customs controls on. 

~~ shington’s border with Virginia are lax). — 
y do NRA members believe such things 

when a series of compromises over cop-killer : 


already banned in Washington, pc 


Accidental deaths 
;by firearms 
Med 
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Firearms production 


bullets and plastic guns has restricted sports- 
men’s freedom not one jot? 


_ Who owns guns? 


Figures on gun ownership in America are 
: exceedingly vague because guns are not rege ` 
istered and because many gun owners are. 
not big on answering questionnaires. There 
are probably about 200m guns in circula- 


tion, about 4m of which are of the kind 
banned in California. According to one ad- 
mittedly ten-year-old study, rifles are the 
most popular weapon (65% of respondents 
in the study), followed by shotguns (5996) 


and handguns (53%). Some 22% of the re- 


spondents owned all three; 18% owned only 
handguns. 
It is equally difficult to know just who 


_-owns guns in America and where they live. 
The best indicator is the NRA itself, which 

represents some 2.8m of the estimated 60m- 
egal gun owners in the country. Gun - 
und: is learnt behaviour. The younger a 
person is when he comes across guns, the 


more likely he is to own one when older. 
Most young people meet guns when they go 


Crimes 
involving 
firearms 
'000 





Los Angeles tried to throw them all away © 


. West Virginia. 


- however, is deceptive. The NRA says thi 
many wives of members consider themselve 


‘the household's gun. Women are also bu 


white. This could be a reflection of inc 


ally do not join that kind of special-inter 
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shooting with their fathers. It follows tha 
as a percentage of the local populatior 
owners are commoner in rural: areas t 


mont ah Maine, New Mona V v 


Legal gun ownership is also more: 
quent in the suburbs than in the inner cities. 
The NRA says this is because suburbanites 
have more access to wide open spaces where 
shooting at game and targets and “plinking” 
(firing at tin cans and bottles) can be. 
dulged in. They are also intent on keep 
their safe suburbs safe. | 

Gun ownets are mainly men. Only. 
of the NRA's members are women. Th 


E 


part of the organisation, and have access 


ing guns at an increasing rate. A Gallup po 
showed that between 1983 and 1986 th 
number of women gun owners grew by 53 
to 12m. Selfdefence is the main motiv 
among women gun owners. z 

NRA members are j EE e 





money has little to do with gun owners 
per se, because used firearms can be rel; 
tively inexpensive, but poor people gene 


group. This is also one reason that NR 
members tend to be slightly better-off 
more educated than the average Americz 
The NRA notwithstanding, most 
Owners seem not very different from eve 
body else when it comes to controlling tl 
accessibility of firearms. In December 
Time/CNN opinion poll found that nearl 
three-quarters of gun owners favour mand: 
tory registration of such weapons as AK-4 
and Uzis. The same poll showed that 87% of 
gun owners even favour a waiting period be- 
fore a customer can buy a handgun, to > allo 
time for a background check. 









N APRIL 17th the Miami Herald led with an article 
which Mr Bill Nelson, a candidate for the Dena 
nomination for governor of Florida, admitted brazenly to having 
had haemorrhoids five years ago. A new subject for political re- 
porters to investigate? No. By confessing, Mr Nelson was hoping 
to o keep alive the issue of candidates’ health. Former Senator 
to s, a late entrant who has displaced Mr Nelson as 
fror runner, had admitted using a legal drug to 





palin ‘¢nanagers s hurl at San 
other allegations and confes- 
-. sions about drugs and 
^ sex—it is known as confes- 
* sional politics—has begun 

again. Despite the fall of Mr 
< Gary Hart in 1988, the rules 
for sex scandals remain 
fuzzy. Mere rumours seldom 
;. do much harm. And it can 
< be difficult even for a legend- 
“|. ary investigative reporter to 
^] catch a politician in fla- 
T... grante. So the new preferred 


cially) illegal drugs, where 
unsupported allegations can 
quickly electrify a campaign. 

.. Even here the rules are a 
bit unclear. In Texas's pri- 
mary to choose a Democratic. 
candidate for governor, Mrs 
Ann Richards was attacked 
by other candidates and tem- 
porarily lost her lead in the 
polls for refusing to say 
whether she had ever used il- 

: legal drugs. Her main rival, 
^ Mr jim Mattox, ran campaign advertisements which cina her 
-photograph emblazoned with the question “Did she use mari- 
-. juana, or something worse like cocaine?” Such aggression with- 
out hard evidence may have backfired, for Mrs Richards won the 
run-off handily amid rumours that Mr Mattox himself had once 
smoked pot. Nevertheless the consensus is that the drugs issue 
urt her—and that it may do so again as she campaigns against 


the Republican candidate, Mr Clayton Williams. 
` Political drug rules 


Politicians have taken the amesa and prospered at least 
.. since George Washington took an axe to a cherry tree. When Mr 
. Douglas Ginsburg withdrew from consideration as a Supreme 
. Court justice in 1987 after it came out that he had smoked pot 
. when teaching at Harvard Law School, a small rush of public 
- figures came forward to confess and be absolved. Senator Albert 
- Gore and former Governor Bruce. Babbitt admitted to marijuana 
use as students without harming their presidential campaigns; 
Senator Claiborne Pell, a desiccated. patrician, astonished his 
. colleagues with a similar. admission. Representative Richard 
: (Geskankc lamely admitted to drinking beer at university. 
e This year it has become almost a habit. In the Massachusetts 
governor s s Face, candidates have eagerly made the admission of 





Our manifold sins and wickedness 


fees ten and Mr Denon er voters sneniid a ace 











student drug use, rather in the manner of naughty schoolchil- 
dren earning brownie points from chums for boldly breaking 


school rules. Representative Newt Gingrich, the Republican 
whip in the House of Representatives, has also confessed. More 


. recently Mr Timothy Ryan, the head of the Office of Thrift Su- 


pervision, admitted to past use of cocaine without triggering a 
Senate veto of his nomination. 

— -Why might Mrs Richards yet suffer when others did not? 
Perhaps because. Texas has tougher standards than Massachu- 







“setts; but the voters’ concern about drugs is strong everywhere. 


Her real sin was to transgress one of the unwritten rules about 
drugs and politics that have 
B from the scandals 
of recent years. 

The first rule is that alco- 
hol and other legal drugs are 
broadly okay if not taken to 

excess, though that dividing 
line can buckle under pres- 
sure from stern moralists like 
those who opposed Mr John 

. Tower's nomination for de- 
fence secretary. Illegal drugs, 
on the other hand, are defi- 
nitely not okay—though pot 
is better than cocaine. Mrs 
Richards herself seems to 
have gained rather than lost 

from admitting to a past 
struggle with alcohol. 

More significant is the 
act of confession itself. Com- 
ing clean early helps; admit- 
ting only under pressure, or 
refusing to confess at all, 
damages. As Mr Michael 

_ Kinsley of the New Republic 
has pointed out, a good con- 


by suitable. catchphrases me as “distant past”, “deep regret” 
and “youthful indiscretion”. Provided it comes early enough, a 
confession can also disarm opponents. Mr Chiles's prompt con- 
fession over the depression drug will probably make it impossi- 
ble for Mr Nelson to benefit from the i issue, despite his i ingenious 
reference to haemorrhoids. P 

Age matters. Nearly all Pus who m avoided political 
trouble for drug-taking took the stuff when they were college 
students in the 1960s and 1970s. Both President Bush and his 
drug tsar, Mr William Bennett, have said that such youthful sins 
should not disqualify someone for public office. Her critics 
claimed that Mrs Richards took drugs not when she was a stu- 
dent but. ten years ago, when she was an elected official in her 
mid-40s. Mr Ginsburg was similarly faulted for having smoked 
pot not as a student but as a professor—and of law at that. 

There is little logic in these rules: the administration, after 

all, is trying hard to persuade young people that drug-taking i is 

the devil’s work, not just a youthful indiscretion. Some Houdinis 
seem to be able to break all the rules and get away with it. Ru- 
mour has it that Mayor Marion Barry of Washington, DC, due to 
go on trial i in June for using cocaine, is raising money to run for 
the mayor's job again if, perhaps by using the peepee of police 
entrapment, he gets himself an seguita 
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fession is also accompanied. 














































retener reena Aana PAVA at HANS VATANA NIP Ae PE APA Ar edere reme rr mra err 


Dept mentia rich LEA AmaE S mri Pe roce T eT rA amin mF Pe A ROAR MAAS retenta y dete ere map rt opted emat 

















nent prepares to take over from 
the Sandinists on April 25th, Nicaragua’ $ 
contra rebels are prepating to hand in their 
weapons. Their wariness is understandable, 
because the Sandinists, though defeated at 
the polls, had threatened not to hand over 
. icaragua’s army and police to the 
"people who won the election; the — 
Sandinists said they wanted to be sure 
the contras disarmed first. The — 
contras’ arms are to be collected not. - 
by the Americans who sent them fora 
war against communism, but by Ven- 
ezuelan soldiers in the blue berets of H 
the United Nations. | 

Since 1823, when President Mon-. . 
roe warned nori-Americans to keep - 
out, the small, poor, Spanish-speak- . 
ing nations of Central America have 
been the backyard of the United 
States. The unequal relationship, im- 
posed as much by geography as by. 
politics, has always been vexatious. 
Now, tentatively, the United States is 
welcoming outside assistance there, - 
and Central America’s leaders are 
reaching out for help. 

The UN is doing its bit, and not 
inst in Nicaragua. When El Salvador's 

wring factions talk peace, it is in ^. | 


Geneva with a UN official in the chair. .. B 


When the Guatemalan government 
meets its left-wing critics, they make 
their statements from Oslo, under - 
Norwegian patronage. When Central 
America’s presidents seek political 
backing (and maybe a little money) 
for co-operation between their countries, 
their emissaries meet the European Com- 
munity in Dublin. 

.. The old careless paternalism of the 
United States came to an end in the mid- 
1970s, when President Carter sided with the 
: Sandinists against the Somoza dictatorship. 
Then President Reagan saw that the United 
States had better support democracy in the 
whole region if it wanted to block the ad- 
vance of communism. Even so, until a year 
or so ago the over-riding concern of the 
United States was to stop the Russians who, 
directly or through their Cuban surrogates, 
were trying to help left-wing guerrillas in El 


Salvador and, latterly, the Sandinist govern- .. 
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i Y, as their newly elected gov- 


ment in Nicaragua. North American eyes 
were averted from too many of their allies’ 
brutalities; meddling outsiders earned an all- 
American snarl. 

The sudden fading of Soviet power has 
changed all that. The Russians merely grum- 
bled iin the Americans invaded Panama 





Those disarming contras 


last Déconbek Then ie accepted a care- 
fully supervised free election in Nicaragua, 
and the Nicaraguans voted out the 
Sandinists. The Bush administration in 
Washington, with things going its way, now 
feels freer to be even-handed. 

The Reagan administration’s policy was 
often called clumsy. Clumsy or not, it 
worked. Today Central America is more 
democratic than ever in its history. By the 
end of 1990, all being well (which it may yet 
not be), five of the region's presidents will 
have won fairish elections within the previ- 
ous 12 months. Panama may take longer, 
though not as long as it would have without 


that American invasion. 


of things to argue about. Fortified. by 


































Elections usually produce self-confi 
presidents, unafraid of co-operatit 
their neighbours, or of seeking new kin: 
outside help. Costa Rica, the most de 
cratic Central American country (and 
one with no army), began the move: 
way. The process started at a summit n 
ing of Central American presidents in 
gust 1987, when Costa Rica’s Mr © 
Arias proposed a peace plan for Nicar 

Mr Arias’s idea was that Central / 
cans should try to solve their own probl i 
and persuade the superpowers to ste 
back. He might never have succeede 
the Russians, preoccupied with their 

bles at home, not been about to pul 
back of their own accord. But the 

_ were, and the American governmen 
was therefore more relaxed. Mr At 
spoke bluntly to Nicaragua's s 
: Sandinists, so the United States had 
to take him seriously. He attacked 
President Reagan's attempt to get ric 

| of the Sandinists, so nobody could 
call him a tool of the Yankees. = 
Having thus earned both criti 
-cism and a new respect, Mr A 
sought backing for his plan kom de- 
miocracies outside the region. He v 
ensured of their verbal blessing, a 
- least, when the Nobel committee ga 
him its peace prize. After much scep 
ticism and many twists and turns, h 


plan led to the ending of United 
States military aid for the contras anc 
the free election in Nicaragua. Th 
may prove to have been the turning 

. point. Without Sandinist help 
. left-wing rebels in nearby El Sal 
will be sharply weakened, and 
challenge of Marxism througho ) 
area may have started to fade. 
Mr Arias's leadership gav 

five small, habitually quarrelsot 
tions of the region a fresh will to 
together. At the six-monthb 
ings of their presidents, civil wars 
abuse of human rights have produced 











looks like success in Nicaragua and 
in El Salvador, they have moved on 
about longer-term co-operation: 

Poverty is the presidents’ big: p: 
To fight it, they hope to revive the t 
common market that was successfull 
oping and diversifying its members" 
until the "football war" between El Sa 
dor and Honduras aborted it in 1969. 
have talked (vaguely, it is true) of an el 
regional parliament to entrench demo 
and help align national policies. |... 

Across the Atlantic a common 
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INTERNATIONAL 


directed by governments at regular summit 
meetings, gave birth in time to a regional 
parliament, and may grow up into some- 
thing stronger. Western Europe may seem a 
grandiose model for Central Americans; but 
they have found in the EC some ready-made 
Spanish friends, keen to re-establish old 
links with the new world. 

The EC knows nothing about peace- 
keeping, but the Hispanic network pro- 
duced another friend at the UN, where the 
Peruvian Mr Javier Perez de Cuellar became 
secretary-general. To northward the Mexi- 
cans and to southward the Venezuelans be- 
came joint godfathers to Central America's 
attempt to pull itself together. The 700 UN 
soldiers sent to collect the contras' weapons 
are from a Venezuelan battalion whose last 
job was peace-keeping in Namibia. 

Good luck, good timing, good friends— 
and necessity—are helping to knit Central 
America together as Russia and the United 
States stand back. But the region's economy 
is still a mess. Honduras and Guatemala can 
barely pay for their fuel imports. Costa Rica 
has a large debt. Nicaragua's new democrats 
are taking over a treasury emptied by the 
Sandinists. Panama, wrecked by invasion, 
sees the cash it was promised tangled in the 
procedures of the United States Congress. 
"You can't eat democracy,” says Panama's 
vice-president, Mr Guillermo Ford. Central 
Americans could still use some Yankee cash. 
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Brazil 


oleight of hand 


FROM OUR BRAZIL CORRESPONDENT 


HE smart way to succeed in Brazilian 

politics is to declare victory and move 
on to the next item. Mr Fernando Collor de 
Mello has done the trick with the inflation- 
beating plan that he unveiled on taking of- 
fice six weeks ago. Brazilians are used to in- 
flation by decree. Each month for two 
decades the government has declared a fig- 
ure—up to 2,00096, at worst—by which 
prices, pay and interest rates should be ad- 
justed to "compensate" for the current 
month's inflation. Mr Collor says that the 
rate is now zero. 

Neither salaries nor prices will be auto- 
matically adjusted upwards this month. In- 
deed prices have fallen, because most sav- 
ings are now compulsorily locked up in bank 
accounts. And since wages have risen by 
1596, in response to last month's inflation, 
the government is claiming that Brazilians 
are already better off. 

Not everyone agrees. Trade-union re- 
searchers say zero inflation is nonsense, cal- 
culating the actual rate for April to be 
around 2496. Sao Paulo University's eco- 
nomics unit logged inflation during the 
plan's first three weeks at 6896. But private 
employers are happy; for them, "zero infla- 








Kcd [s 
Collor banishes inflation 


tion" means no compulsory wage rises. 

Signs of recession are piling up. Output 
from Sao Paulo's factories is expected to fall 
by 1796 this month. The employers' orga- 
nisation, CNI, says overall economic activity 
has fallen by 2496. About 300,000 factory 
workers are said to be on paid leave, and the 
number of casual rural and building workers 
laid off may be far higher. 


These reports suggest an economic 





Brazil’s green activists get nervous 


| Keep out, Indian territory 


when they see Rambo put at the service of 


UESS the name of Brazil's most fam- 

ous ecologist, winner of the 1988 
“Alternative Nobel Ecological Prize" and 
a sturdy critic of government policies. It is 
Jose Lutzenberg. Next guess the name of 
the environment secretary appointed by 
President Fernando Collor de Mello, 
whose election was fiercely opposed by 
green groups. It is Jose Lutzenberg. 

Mr Lutzenberg has won persenal fame. 
His new job is daunting. His green fans ex- 
pect him to protect, above all, the dam- 
aged rain forest of the Amazon. He is in 
charge of other spectacular natural trea- 
sures including the world's largest wet- 
land, the Pantanal, a paradise for animals 
and birds that is now infested by crocodile 
hunters. Brazil's Atlantic forest, a rare sur- 
viving example of a tropical ecosystem, 
has been reduced to less than 10% of its 
original size. Less spectacular but equally 
fragile are the vast areas of degraded earth 
around Brazil's cities. All need protection. 

Some of the new Brazilian president's 
environmental gestures look as bold— 
and perhaps as impermanent—as his in- 
stant anti-inflation policy. A week after 
taking office, Mr Collor put on a fetching 


40 


camouflage uniform and landed, with tele- 
vision crews in tow, near the Venezuelan 
border to see for himself the impact of the 
gold prospectors’ invasion of what is 
meant to be a reserve for the Yanomami 
Indians, who are now dying off under the 
impact of mercury-poisoning and im- 
ported diseases. 

The president's reaction was to order 
the federal police to blow up the first 75 of 
the clandestine airstrips that serve the 
gold mines. Special teams should begin 
the operation by the end of April, using 
30 tonnes of environmentally unfriendly 
dynamite. They will be supported by the 
air force and the army, which until now 
have been committed to the strategic goal 
of “civilising” the forest. 

One member of the new cabinet went 
so far as to suggest a halt to all projects in 
the rain forest until a plan for its rational 
use is complete. This "Amazon morato- 
rium" could, if enforced, stop the 213,000 
or so forest fires a year that the Brazilian 
Institute for Space Research reckons arise 
from farming, ranching and logging 
projects. Mr Collor has ordered a study of 
the scheme. 


the forest. They trust Mr Lutzenberg, who 
was fighting to protect it before the envi- 
ronment became fashionable. But they 
doubt whether Mr Collor will keep to his 
present course. In particular, he has failed 
to say what will happen about a proposed 
road that would link Brazil's western 
fastnesses with Peru and the Pacific. Japa- 
nese traders want it badly, to ship 
soyabean and forest products from Brazil. 
If it were built, Mr Lutzenberg would 
surely resign. 

The wrecking of the airstrips makes 
others nervous. The Forest People's Alli- 
ance of Indians and rubber tappers claims 
credit for stopping the building of a $5.8 
billion dam on the Xingu river, under the 
previous president, Mr Jose Sarney. Now 
it complains that the explosives used 
against the airstrips would kill wildlife. 
Worse, it points out that there is no plan 
to remove the wildcatting miners. Many 
of them are sick with malaria, impover- 
ished, and bitter at Mr Collor. Angry and 
desperate, the miners may take revenge 
on the local Indians. The alliance's presi- 
dent, Mr Ailton Krenak, argues that the 
government should arrange to resettle the 
miners elsewhere. 
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The 
Swire 


Cathay Pacific. Group 
The Airline with Flight Attendants from ten Asian Bands, 
who smile in one common language. 


Like all our flight attendants, 
Annie Hui of Hong Kong was 
chosen for her unique Oriental 
grace and charm. As part of our 
team, Annie provides in-flight 
service that is as efficient as Hong 
Kong itself. Whether they come from 
Indonesia, Japan, Taiwan, Singapore, 
Malaysia, the Philippines, Thailand, 
India, Korea or Hong Kong, our flight 


attendants serve one single purpose. 
E They help you arrive in better shape. 


AD 
CATHAY PACIFIC 


Arrive in better shape. 





Northern Telecom helps shift billions of dollars a day. 


Who do bankers bank on? 


For the Brussels-based Society for Worldwide 


Interbank Financial Telecommunication (S.W.I.E T.). 


the answer is simple. 

Northern Telecom. 

S.W.L.ET. provides transmission services among 
major banks round the world. They chose us to 
provide them with the most reliable data network 


available. We are, after all, not just Europe's, but also 


the world's largest supplier of data packet networks. 


When completed, this telecommunications 
solution will connect some 2.600 bank locations in 
over sixty countries. 


So much for the big money. 





Now what about the peanuts? 

For Cargill, one of the leading agricultural and 
commodity companies, the problem was entirely 
different. They needed an internal phone system 
that ensured fast and reliable communications 
between their commodity traders across the world 

They chose Northern Telecom because no one 
sells more advanced business communications 
systems than we do. 

Just two of the ways in which Northern Telecom 
advanced telecommunications products are helping 
both big and small businesses in more than one 
hundred countries worldwide. 


Can we help you? 





"| ~~. a 
=... Av “= ep, imo " b. nn 
AA. Se: à Jum TS, AT 


=. ~ 
ME C ---—-— s 


But we also help if it’s peanuts. 


northern 
telecom 


TECHNOLOGY THE WORLD CALLS ON. 
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ce partner in Asi? 


The proof of a bank's capability lies in its and a fully integrated Asian and global network 
performance. gives us the kind of financial muscle, international 
Ours in Asia emanates from the relationships expertise and local market know-how that only a 
we build with our clients, the extent of our global handful of banks are able to rival. 
network, and the range and depth of the Then there are the Chase people. Professionals 
professional expertise we are able to deliver. who can harness Chase's resources on behalf of 


A Total Capital Base of more than US$11 billion their clients to create tailored financial strategies 
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and deliver effective financial solutions. 

It's our combination of size, international 
network, specialized industry knowledge and our 
approach to client relationships that helps set 
Chase apart from other financial institutions. 

- In Asia, we've led the way in developing a 
- whole new array of risk management 
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China Airlines, Ltd. 
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acquisitions, structured major project finan 

debt for equity conversions, and more. = 
But when it comes to proof of performance, 

transactions speak louder than words. 
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NEW FROM THE ECONOMIST INTELLIGENCE UNIT 


TRAVEL INDUSTRY MONITOR 


n the fast moving travel and tourism industry, it is 








vital to be informed of significant changes in order 
to take the right business decisions. 







Travel Industry Monitor is a new monthly publication 
from The Economist Intelligence Unit. It provides 







industry managers with the incisive analysis and clear 






interpretation of key developments which they need to 






stav ahead. 






Each month analvses will include: 


KEY MARKETS — travel trends and patterns of 
behaviour 

LEGISLATION — rulings and policies as they affect 
both suppliers and consumers 

SPECIFIC MARKET SEGMENTS — c.g. business 
travel, special interest, senior citizens 

KEY PLAYERS — performance of airlines, hotels, tour 
operators, etc 

DESTINATIONS — major and emerging regions 
NEW TECHNOLOGY — reservation systems and 
marketing strategics. 

















In newsletter format, Travel Industry Monitor is for 






the decision maker who needs 





up-to-date objective 
information on important issues, professionally 







presented in an accessible format. 






ORDER FORM ve 






[.] YES, I would like to receive Travel Industry Monitor 





Name 














——— 






Companv 
Address 














Telephone 
Normal Price: (1 vears subscription) 
UK and Europe £285; The Americas US$595; Rest of World £310 


WITH DISCOUNT: 
UK and Europe £242; The Americas US$505; Rest of World £263 


[ j Please send more information 

[ ] Please send an invoice 

LJ Lenclose a cheque for £/US$ 

L] Please charge £/US$ to my [2 American Express L] Visa 
Account 

Number 






































cman Eri eet nre pa yn terrm 


Signature _. Expiry Date 


XLPLA 





Please send vour order to: Tracy Tavener 
5 A? E 
Marketing Department 
The Economist Intelligence Unit Limited 
40 Duke Street, London WI A IDW ] 
United Kingdom The Economist 


Tel UK: 071 493 6711 Fax UK: 071 (99 9767 : : 
Tel Rest of World: i44 15 495 671: Intelligence U nit 


Fax Rest of World: (44 1) 499 9767 A division of Business International 


























- downtu "far deeper than that of 1982, 
which followed a plan devised by the IME 


(and later junked). Optimists say pain is the - 


price of necessary readjustment. Pessimists 
say a deep depression lies ahead. 

But the president has two reasons to be 
satisfied. Even though he may not have ban- 
ished inflation, he has reduced Brazilians' 
expectation that it will always be high. Bet- 
ter, he has tamed Ci ongress, which might 





have e oe plans. - : 







e approved by Easter. Con- 
cing elections i in October, voted 







pact. The opposition, led by the 
E atic Movement party of the outgo- 
ing president, Mr Jose Sarney, tried to take 
| the backbone out of the president’s mone- 
tary plan, which has removed $115 billion of 
private assets from. circulation for the next 
'5 months, and in effect freed the govern- 
: — ent from the need to borrow. 
' Yet, despite the absence of an organised 
party behind it, the government triumphed. 
It did so with a cross-party majority of 45 
votes, 36 of them from Mr Sarney's party. 
The president promptly vetoed the few con- 
gressional obstructions that had passed, and 
Mr Collor's plan emerged almost intact 
from his first brush with Congress, where so 
many of Brazil's previous anti-inflationary 
dreams have died. d 
With congressional approval and an 
anti-inflationary shock behind it, Mr 
"Collor's plan enters its second stage. Miss 
Zelia Cardoso de Mello, the economy minis- 
ter (she says she reads Keynes in bed), is 
busily devising holes for the now-idle mass 
of "shirtless ones" to dig. Soft credits worth 
$600m have been released for housing. The 
capital-goods business and the car industry 
are to get special help. 
It does not sound much like a war on 
lation. Nor do Miss Cardoso's trifling 
wuts in public spending. Fewer than 2,500 
public servants have so far been sacked. The 
only state assets so far disposed of are a few 
hundred staff cars and grace-and-favour 
houses. The government has not laid a fin- 
ger on the swollen budgets of the state and 
local governments. Private industry, which 
did not itself create inflation, has been hard 
hit. The body politic is squealing before it 
has been hurt. 


Southern Africa's wars 


Peace on tiptoe 


WO of southern Africa's most vicious 

A. wars may, if present straws show a steady 
wind, be coming to an end. Although direct 
talks between the warring factions in An- 
gola and Mozambique are no more than a 
hesitant step along an obstacle-strewn road, 
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Discordant 


HE music was horrible but nobody 
seemed to mind. On April 16th 
72,000 well-wishers gathered at a rock 
concert in London’s Wembley stadium 


jail, of Mr Nelson Mandela. Mr Mandela 
came, too, and thanked the world’s rock 
fans for being staunch against apartheid. 
Behind prison walls, he said stoutly, he 
had done his best to follow the develop- 
ment of "progressive music”. 

Mr Mandela had no thanks for Mrs 
Margaret Thatcher, whom he declined 















minister has relaxed sanctions against 
South Africa, to encourage South Afri- 
ca's reformers. But Mr Mandela told the 
Wembley audience—and millions of tele- 


"small 
(like his own release and the 


were unduly impressed by the 
steps" 





Mandela's children 


the mere fact that the two sides are meeting 
without preconditions is a sign that some- 
thing new may be in the offing. 

Since fighting broke out in these two 
former Portuguese colonies in the mid- 
1970s, many other countries have been 
drawn into the conflict: Cuba, South Africa 
and Zimbabwe directly, Russia and America 
indirectly, and Malawi, Tanzania and Zaire 
in one oblique way or another. Now the 
Russians want to extract themselves from 
two of Leonid Brezhnev's farthest-flung ad- 
ventures: the Cubans are pulling out of An- 
gola, and the South Africans have more 
than enough to worry about at home. This is 
the combination of circumstances that gives 
peace a chance, 

In Mozambique the regime led by Presi- 


to celebrate the freedom, after 27 years in 


to meet during his visit. Britain's prime . 


; ANC’ s pura démand vould tesu 
the domination of minorities, and was i 


viewers beyond—not to heed those who | » 


` plenty of support from the West, 
more inclined to fii his claim t 
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therefore unacceptable to whites. 


like his counterpart in pub Pre: 


Jose Eduardo dos Santos, Mr Chi 


troops have no phe for i an unwit 

war. President Robert Mugabe of Zimt 
bwe, whose 10,000 soldiers in Mozambiqi 
are the best figl iting men around the plac 
is tired of keeping them expensively the: 
So Mr Chissano has reluctantly agree 
face-to-face talks with Renamo, probabl 
neighbouring Malawi, and has ~ 
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party election. as the price of p peace. ue 
The Angolan government is economi- 
ally better off than Mozambique’s, with oil 
evenues of more than $2 billion a year com- 
ared with Mozambique's export earnings 
f a mere $100m. President dos Santos has 
een doing a bit better lately in his war 
against Mr Jonas Savimbi's UNITA rebels; his 
rmy s recent offensive made some headway 
efore his troops were halted at the south- 
astern town of Mavinga. Yet he too, as sup- 
ort from Russia and Cuba fades, seems 
eady for compromise. 
The previous attempt at peacemaking, 
t the Zairean town of Gbadolite last June, 
roduced an "agreement" that collapsed 


ed UNITA to settle for a place inside the 
sting Angolan regime, and had also 





; FROM OUR AFRICA CORRESPONDENT 


FRICA'S leaders share their colonial 
predecessors’ ‘suspicion of tradi- 
tional medicine. All across the continent, 


Some traditional healers, to be sure, mix 
potions that make their patients sicker. 


squeeze money from the poor and credu- 


against Africa's innumerable plagues. 
For one thing, there are many more of 
them. Zimbabwe's association of tradi- 


whereas the health ministry's doctors, 
nurses, and junior health workers number 


mainly i in villages, like the bulk of Africa’s 
people, whereas most “modern” doctors 
and nurses prefer the large towns. 

< -The influence of traditional healers 
goes deeper than numbers. Modern doc- 
tors are respected for relieving symptoms; 
but many Africans believe that diseases 
. have spiritual roots, and that a thorough 
cure requires a healer in touch with spir- 
. its. Disgruntled spirits are also thought to 
bring about other troubles, like infertility 
or disrespectful children; again, the spirit 
medium's help is needed. 

Spirit mediums who use their powers 
` in evil ways are called witches. Some are 
2 employed by football teams to bewitch op- 
ponents; in September Zimbabwe's army 
team tried to jinx another side by urinat- 
m on its rant drum piensa is often 









ithin days. Mr dos Santos, it seems, had _ 


laws against “witchcraft” remain in force. 
Others use the power of superstition to - 


fous. Yet, with a little training, the medi- 
cine men have much to offer in the fight 


tional healers boasts 24,000 members, | 


11,000. And traditional healers live 


uiia: 


Savimbi declined, on both counts. The gov- 
ernment has now dropped both demands, 
though (unlike Mozambique’s) it still appar- 
ently rejects a free election. Mr Savimbi has 
stopped asking the government's army to 
pull back to the positions it held in mid- 
1989, The two sides will meet soon in Lis- 
bon to discuss a ceasefire, and to set an 
agenda for peace negotiations. 

One obstacle a little way down the An- 
golan road is the reluctance of both Russia 
and America to pull the rug from under 
their Angolan friends; but, since there can 
hardly be a compromise on that free-elec- 
tion point, a peace deal would mean that 


one of them would have to. Another diffi- 
culty is that in both Angola and Mozam- 


bique a ceasefire and the subsequent peace 


HARARE 


sale as lucky charms. In defiance of the 
law, Zimbabwean men sometimes divorce 
their wives for being witches. 

So long as Africans believe in spirits, 
the influence of witchdoctors and medi- 
ums will survive. The cities are spreading, 
and with them western drugs. But even 
"modern" Africans consult mediums in 
times of stress, much as agnostics else- 
where pray. Some African governments 
work with traditional beliefs rather than 
against them—especially as their health 
ministries are too poor to look after the 
people on their own. Zimbabwe's govern- 
ment encouraged the foundation of the 


country's traditional healers’ association 


in 1981. Working with the government, 
the association hands out fines of up to 


2$500 ($210) to deviant healers. In seri- 


ous cases it threatens witches with spells 


- digestion process. took pce. Mr 





ebo dy else. Outsiders 
were found to superintend, rather success- 
fully, the ending of the wars in Zimbabwe . 
and then in Namibia. But Angola and Mo- 
zambique are much bigger countries, and 
large parts of them have for years been virtu- 
ally ungoverned. 

Above all, if Mr dos Santos and Mr 
Chissano have taken note of the recent elec- 
toral performance of communist parties in 
Eastern Europe, they may flinch from facing 
any sort of vote. Much can, and almost cer- 
tainly will, go wrong before peace breaks 
out. Yet in both countries sheer exhaustion 
is reinforced by the recognition that foreign 
friends want to get the fighting over. That 
could be how peace comes limping in. 
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Bring on the medicine men 


more powerful than their own. 

Beyond encouraging traditional heal- 
ers to supervise themselves, Zimbabwe's 
government has tried, intermittently, to 
train them. Some have been taught to pre- 
scribe sugar-salt solutions for diarrhoea. 
Last year there were workshops on AIDS, 
at which healers were discouraged from 
using the same razor blade to make inci- 
sions on different patients’ skin. Many 
more such workshops are needed. At his 
stall in a Harare market, one herbalist re- 
cently insisted that he could cure Aips— 
provided that the disease had not yet 
struck the patient's kidneys. 

. The traditionalists have nothing to 
learn from the ministry about treating 
psychosomatic troubles. They take the 
time to discuss each patient's fears and 
worries; a guilty conscience is often de- 
clared the cause of illness, and relief at 
confession is often the first part of the 
cure. The traditionalists say that modern 
doctors should refer psychosomatic cases. 
to them, just as healers sometimes refer | 
their clients to a hospital. | 

They also want the doctors to take | 
their herbal cures more seriously. The 
testing of the traditionalists’ herbs could | 
reveal lots of marketable remedies. Ke- | 
nyan scientists, backed by the World | 
Health Organisation, have tried to estab- | 
lish a pharmacopoeia of traditional plant 
brews, some of which involve as many as | 
18 different plants. Even plants that con- 
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tain no known active chemical ingredient 
can influence healing—just as inert in- 
gredients in pills influence the perfor- 
mance of ordinary drugs. 

Africa's healers want their secrets pat- 
ented. One Zimbabwean .doctor claims 
that American drug companies already 
send representatives to Africa, armed 


with trinkets to trade for exotic, and pe 


cious, old remedies. 
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: |. Located only 52 km east of Melbourne GPO in the heart of the 
| o prestigious Yarra Valley." arraloch’ comprises a superb balance of 

|. both improved he artying pastures and natural undisturbed 
| bushiand whichis the habitat of a large variety of native animals. The 
| Panoramic vi VS. are nothing short of breathtaking and offers some 


of the most spectacular building sites one could imagine. Utmost 


: privacy is assured yet" Yarraloch" is onlya short drive vi via sealed road ` 


VENDOR TERMS: 10% deposit, further 40% on possession 
50/90 days. Balance at the end of 2: Neo al 14% interest 
payable quarterly. 


| TENDER CLOSING 30TH APRIL 1990 


| .. THE NATURAL BEAUTY AND MAGNIFICENT VIEWS MUST BE PERSONALLY INSPECTED TO BE FULLY APPRECIATED. 


For colour brochure, video and Tender Documents contact Ho. 
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. FOR SALE BY PUBLIC TENDER - 
ae RENOWNED 
_ AUSTRALIAN PROPERTY 


A/e SM Francis Dashwood B.T. ge EY 
KILLARA ROAD, COLDSTREAM, VICTORIA, AUSTE j? 
THE LARGEST YARRA VALLEY PROPERTY TO E 
OFFERED FOR SALE IN THE PAST 25 YEARS 


diversi b of rural pae grazi 


dams, excellent fencing, xu o hay sheds, all weather 
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iraq and Israel 


The elephant and the hawk 


's President Saddam Hussein is intensifying his war of words against 
Israel. In what circumstances might the two countries come to blows! 


NE thing history got right in the Mid- 

dle East was to put 250 miles of desert, 
called Jordan, between Israel and Iraq. For 
that reason, and perhaps for that reason 
only, Israel and Iraq are probably not on the 
threshold of a nuclear-versus-chemicals 
Armageddon. Israel has nuclear and chemi- 
cal weapons (though does not admit it) and 
Iraq has chemical ones. But President 
Saddam Hussein, while obviously proud of 
his new "binary" chemicals, promises not to 
use them against Israel unless the Israelis 
launch a nuclear strike against Iraq. 

They were anyway unlikely to do so. By 
most accounts, Israel went nuclear in the 
late 1960s or early 1970s. The Arab states 
grumble about Israel's bomb, but do not se- 
mously expect an unprovoked nuclear at- 
tack. Knowing that Israel had nuclear weap- 
ens did not deter Egypt and Syria from 
launching their surprise attack on the Jewish 
state in 1973. Briefly, in the middle of that 
war, Israel thought defeat was possible. Even 
then it neither used nor (publicly) threat- 
ened to use its weapon of last resort. 

So far, so soothing. But why should Iraq 

trust Israel to show similar restraint in the 
future? And why should Israel expect Iraq to 
keep its promise not to attack Israel first? 
Put on your blood-tinted spectacles and con- 
sider the ways in which the two countries 
might be drawn into a clash. 
e Israel attacks. In 1981 Israeli aircraft 
hombed Iraq's Osirak reactor near Baghdad 
to prevent it from "going hot" and making 
the fissile material needed for an atomic 
bomb. Israel might strike again if it thought 
iraq was again building a bomb, but now has 
ao obvious target to go for. If Iraq salvaged 
some fissile material from Osirak, or has ob- 
tained some by other means, it could build a 
bomb or two without a reactor. And if Iraq 
has such a programme, its plants are bound 
to be dispersed, probably underground. 

In the absence of a reactor, Israel could 
attack lraq's delivery systems: its aircraft, 
rockets or, if it were ever built, the mon- 
strous "space gun” Iraq is allegedly develop- 
mg with those enigmatic tubes from Tees- 
side. Israel could also attack the factories 
where Iraq makes its chemical weapons. But 
it could not be sure of catching every 
bomber or rocket on the ground, and fac- 
tories can always be rebuilt. If Israel did 
launch another “pre-emptive” strike, its 
purpose this time would be to intimidate. 
The Al-Hussein missiles Iraq stationed re- 
cently at its H-3 base near the border with 
lordan would make a convenient target. 

ə Iraq retaliates. Iraq never struck back af- 
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ter Osirak: in 1981 it was busy fighting Iran. 
Today President Hussein's chemical arsenal 
has cowed Iran, and he owns a variety of 
long-range weapons—advanced attack air- 
craft as well as missiles—he did not have 
nine years ago. It is hard to imagine him let- 
ting another Israeli strike go unpunished. 
What if he hit back by firing some of his 
missiles—armed with high-explosives, not 
poison gas—at some target in Israel? Israel 
could hardly go nuclear in response. On the 
other hand, it could not let itself be sucked 
into a city-versus-city missile war of the kind 
Iran and Iraq fought during the Gulf war. 
Why not? With a population of less than 
5m, Israel is exquisitely sensitive to casual- 





Bombing up for Babylon 


ties. It built its Merkava tank the "wrong" 
way round, with its engine at the front, to 
safeguard the crew. Israel considers its 1973 
war a disaster, because nearly 3,000 of its sol- 
diers were killed. Iraq lost more than 
100,000 dead for little gain in the Gulf war, 
yet calls it a victory. Iraq's ability to absorb 
punishment would give it the advantage in 
any (non-nuclear) missile-lobbing compe- 
tition with Israel. That is why it would be 
wrong to discount the following possibility. 
@ Iraq attacks. President Hussein bears 
grudges. Right now he is busily settling 
scores with Syria (for staying friendly to Iran 
during the Gulf war) and his own Kurds (for 
fighting for autonomy). Could Israel be 
next? [srael sounded the alarm a few months 
ago when Iraqi aircraft flew reconnaissance 
missions along the Jordan river. If Iraq 


bombed an Israeli target—perhaps its nu- 
clear reactor at Dimona—with conventional 
weapons, and then pronounced the score 
even, how could Israel respond? 
e Israel retaliates. Lieutenant-General Dan 
Shomron, Israel’s chief of staff, said this 
month that Israel had “a highly developed 
attack capability” against Iraq. He may have 
meant missiles. Israel is said to have tested a 
missile (the Jericho) with a range of 900 
miles, and the rocket it used to put a satellite 
in orbit two weeks ago could be turned into 
a missile with an even longer range. Yet ls- 
rael could probably inflict much greater 
damage on Iraq by using its aircraft to attack 
airfields and other strategic targets. 
Although Iraq has almost as many com- 
bat aircraft as Israel (about 500 against 570) 
its pilots learnt their trade by flying against 
the exhausted Iranians. The Israeli air force, 
one of the world's best, specialises in pene- 
trating the thickest air defences. In 1982, in 
one day, it destroyed 80 Syrian fighters an 
all of Syria's surface-to-air missiles in Leba- 
non. À conventional bombing campaign is 
probably Israel's best answer to an Iraqi war 
of attrition by missiles (even though, to 
reach Iraq, its aircraft would have to fly over 


Syria, Jordan or Saudi Arabia). 


Keep your distance 

Like Israel, Iraq is nowadays called a regional 
superpower. With about Im men still in uni- 
form, and nearly 5,000 tanks, its armed 
forces are certainly huge. But while the men 
and tanks stay in Iraq, as most of them must 
to keep a watch on the Iranians, Israel tends 
to worry more about the Syrians. They have 
4.000 tanks, plus missiles and chemical 
weapons, with the added disadvantage of 
living right next door. 

The danger would come if Iraq joined 
Jordan and Syria in a common front. Iraq 
has sent expeditionary forces against Israel 
in three wars: in 1973 its tanks reached Syr’ 
just in time to help blunt Israel's counte 
attack down the road to Damascus. At 
present Syria and lraq are rivals, but Jor- 
dan's King Hussein and lraq's President 
Hussein are close allies. They recently estab- 
lished a joint fighter squadron. What would 
happen if Iraqi tanks moved into Jordan? 

That would be the moment to take the 
Armageddon possibility seriously. "How 
many battles like Faw could Israel afford to 
fight?” Mr Yasser Arafat once mused. The 
answer, he knew, was none. In February 
1986 Iran captured the Iraqi port of Faw in a 
battle that cost nearly 30,000 dead. That is 
more than Israel has lost in all its wars put 
together. To prevent its army being ground 
down in a Faw-style battle of attrition, Israel 
would go to extraordinary lengths to keep 
Iraq's land forces away from its borders. The 
desert which history thoughtfully put be- 
tween Israel and Iraq could then become 
one of history's grislier killing-grounds. 


—— Oe eee («A 
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o0 far, so impressive in Poland 


FROM OUR SPECIAL CORRESPONDENT IN WARSAW 


ALK through the main streets of 
Warsaw, and you see the impact of 
Europe's greatest economic experiment 
since Ludwig Erhard launched West Germa- 
nys Wirtschaftswunder. The queues have 
all but gone. There is meat in the shops. The 
black-market currency dealers are turning to 
^ther business, because the zloty is now 
[uasi-convertible at a realistic rate. Many 
streets have become bazaars, with anything 
from bread and books to clothes 
and cassettes sold from pavement 
stalls or the backs of lorries. 

Poland has plunged into the 
deep end of market economics, and 
is achieving what no amount of pad- 
dling in shallow reforms could do in 
the past: customer power is replac- 
ing the tyranny of perpetual short- 
ages. The sink-or-swim approach 
has its cruel side, with many Poles 
struggling to keep their heads above 
water. Real incomes are down by a 
third since the beginning of the 
year. Families are commonly having 
to spend 6096 of their budgets on 
food. With big job losses expected, 
more pain is ahead. 

Yet so far the Poles (who have a 
record of bringing down govern- 

ients for raising the price of meat) 

ʻe grimacing and bearing it. There 
has been hardly a strike. The Soli- 
darity-led government remains pop- 
ular. The political calm has pro- 
vided laboratory-like conditions to 
test the so-called Big Bang method 
of converting a planned economy 
into a market one. 

First, note the apparatus de- 
signed by Mr Leszek Balcerowicz, 
the finance minister: a near-bal- 
anced budget, abolition of most subsidies, 
freeing of 9096 of prices, wage rises held be- 
low inflation by punitive tax rules, the cur- 
rency devalued to a sustainable rate so as to 
lock Poland into the world market. Over- 
night, on January Ist, the experiment went 
live. A hyperinflating planned economy was 
left to market forces. Now observe how 
those forces worked. 

In January inflation shot up to a 
monthly rate of nearly 8096, as producers 
passed on increased costs to customers. But 
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then the "demand constraint" started to 
bite: with subsidies and salaries in check, 
customers could no longer afford to buy at 
any price. So inflation slowed—to 2496 in 
February and 596 in March. The labour 
market has started to show signs of life, for 
two harsh reasons (the end of 10096 job se- 
curity, the desperate need for cash) and a 
happier one (for once, Poles see goods in the 
shops worth working for). In some places 





Market economies falling off the back of a lorry 


absenteeism is said to have dropped by 4096, 
and there are suddenly takers for previously 
unwanted jobs. The long-suffering zloty has 
held firm. Poland even showed an unex- 
pected trade surplus of nearly $800m in Jan- 
uary-March, as firms cut imports and looked 
for customers abroad. 

The bad news is a far deeper-than-ex- 
pected recession. Farmers complain that the 
high cost of machinery and fertiliser is mak- 
ing food production unprofitable. In indus- 
try, which was already sliding into recession 


‘ 
; 





last year, sales were 27% lower in the first — 


quarter of this year compared with the same 
period in 1989. 
Polish producers have been wriggling in 


an attempt to avoid the novelty of cutting 


costs—so unimportant in the subsidised 


past—and adapting to a fussier market. 


When they found they could not earn more 


zlotys by raising prices, they started selling 
hard-currency reserves. Some have been 
sending workers on compulsory holidays. 
Others have started selling assets for cash, a 
form of unofficial privatisation. Better, fac- 
tories are creating competition for the inef- 
ficient distribution and retail monopolies by 


i 


" 


selling directly to consumers or to private — 


middlemen: hence the booming back-of- 
lorry trade, which in March accounted for 
fully 3096 of retail sales. 

No state enterprise has yet gone 
under. But the crunch is about to 
come. Already, unemployment has 
risen from next to nothing to about 
210,000 by the end of March. That 
is still under 296 of the workforce, 
and about two out of five of these 
jobless were in fact out of work be- 
fore, but have only now registered 
as unemployed to collect newly 


Polish laboratory? 
From big bang to big boom 


patience. But some Warsaw econo- 


reckon, could have been achieved 
whether Poland can recover from its 


rence of inflation. 
It would be hard to argue, says 


ics, that "the recession is doing 
good to the economy, that it is re- 


* 
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with less pain. And they wonder - 


nasty recession without a recur- — 


mists think it has already been 
tested too harshly. The successes of 
the Balcerowicz shock therapy, they 


one of Mr Balcerowicz's gentler crit- 


„available dole money. Still, the total — - 
could quickly rise to 1m or higher. — 
Will this cause an explosion in the 


Nobody knows the limits of Poles! — 


moving inefficient companies and _ 


preparing for better growth in the future." — - 


High interest rates are choking investment 


and discouraging entrepreneurs from creat- 


ing the new jobs needed to replace those lost 
in the shake-out of state industry. From all 
sides, Mr Balcerowicz is being urged to ease 
the austerity now. 

He is not about to oblige. There will be 
no "premature let-up", he affably insists. 
Unless Polish producers become leaner and 


fitter, stimulating demand would just stimu- 


late inflation. His priority is to improve the — 
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pvp rms will soon RA 
O start restructuring them- 
selves, or face forcible restruc- 
turing when they fail to pay 
ir taxes, One old excuse— 
nobody knew for sure 
h factories were really via- 
because prices were 
ky—is vanishing. Polish 
ices are now said to be just 

out realistic enough to trust. 

_ Nearly 2% of the state bud- 
t has been set aside to help 
§ sort themselves out. The 
ger is that state-owned 
nesses will not adjust nimbly enough, 
that even this hard-headed Polish gov- 
ment will find it impossible to resist calls 
mote cash to save factories and jobs. Pri- 
on (“the single most important insti- 














cu OUR CORRESPONDENT IN VILNIUS 


HY has Moscow turned to a disrup- 
FY tion of oil and gas supplies to Lithua- 
^ nia as its latest and most alarming tactic 
. against the republic’s bid for independence? 


. Soviet energy supplies makes this an obvi- 
-ous manoeuvre. There is another reason: 
| the Soviet Union as a whole is threatened 
with 'serious energy shortages; how conve- 
tient to pass some of these on to Lithuania. 
e Lithuanians are bracing themselves for 
e possible shutdown of large parts of their 
'conomy, starting with the big oil refinery at 
Mazeikiai in the north of the republic. The 
Issians cut off the supply of oil to 
izeikiai late on April 18th. 

Lithuania is more dependent than any 
her Soviet republic on natural gas, both 





Only partly because Lithuania's reliance on 






only Poland's politicians allow 
it to go ahead fast enough. 

Soviet economists are 
among the outsiders watching 
the Polish Big Bang closely, 
and impressed by the results so 
far. But how transferable is the 
Polish effort? Political peace 
has been vital in keeping the 
experiment running; what 
other government could im- 
pose such austerity and get 
away with it? The Poles’ gutsy 
. determination to give Big Bang 
a chance may be unique. Over the years, 
they have tried just about every other treat- 
ment for their malignant economic sickness. 
The Balcerowicz therapy, however painful, 
at last offers hope of a cure. 





As the oil stops flowing 


for its homes and for its chemical industry. 
With half of the nuclear power station at 
Ignalina shut down for maintenance, the re- 
public has been relying for its electricity sup- 


- plies on its big oil-and-gas-fired power plant. 
The Lithuanians have been arguing that 


Moscow could not wish to shut this station 
because that would black out large areas of 
the western Soviet Union. But if workers in 


the main Soviet oil-and-gas field in Tyumen 


go ahead with their threatened strike, such 
black-outs would happen anyway. 

The contradictory statements coming 
from Moscow about cuts in Lithuania’s sup- 
plies are no doubt partly another move in 
the cat-and-mouse game Mr Gorbachev has 
been playing for the past five weeks. But 
they may also reflect the Kremlin’s own un- 
certainty about how much 
oil and gas it will have at its 
disposal in the coming 
weeks. The same applies to 
the Mazeikiai refinery, 
which produces Soviet ex- 
ports worth $850m a year. 
Loth as the Soviet govern- 
ment might be to lose these, 
it would have no choice 
anyway if Tyumen went on 
strike. 

The Lithuanian gov- 
ernment is making contin- 
gency plans for energy ra- 
tioning. It is doing so on the 
assumption that it will re- 
tain control of distribution, 
despite what might be 
called the Kaliningrad com- 
plication. The main. gas 


rm, according to -pip OER 
Mr Bacco) ould help, if i grad (formerly East 1ns across L 












uania. Preventing Lithuania from drawing 
its usual supplies from this pipeline would 
require the force of Soviet troops. 

Ordinary Lithuanians are not panicked 
by the prospect of cuts in supplies, and seem 
prepared to endure rationing in the cause of 
independence. Whether the Russian and 
Polish workers of Vilnius are prepared to do 
so is another matter. 

Lithuania's prime minister, Mrs Kaz- 
imiera Prunskiene, has been visiting Nor- 
way, Finland and Estonia in the hope of ob- 
taining substitute supplies of raw materials 
on credit —assuming, that is, that the Soviet 
port authorities let them in. The industry 
minister, Mr Rajmundas Jasenabicius, has 
tried to see a silver lining in the oily cloud: 
"Sanctions would have a positive side", he 
says, "if they forced us to make the economy 
more independent of Moscow." | 

He may be right. Although the Balti 
economies are bound to remain closely tied 
to the Soviet Union, they will have to un- 
dergo huge restructuring, including the clo- 
sure of many factories, if they are also to de- 
velop trade with Western Europe. This 
painful process will have to begin sometime, 
and if the Lithuanian government can place 
the blame for unemployment on a Soviet 
blockade, so much the easier for it. 

Lithuania's leaders are still searching for 
a compromise with Moscow. The parlia- 
ment in Vilnius has offered to pass no new 
legislation until May Ist, to avoid difficulties 
with negotiations. But this is considerably 
less than the original proposal in parliament 
to suspend for a fortnight the implementa- 
tion of all laws resulting from last month's 
declaration of independence. So the Baltic 
brinkmanship goes on. 





Soviet Union 
Capital politics 


UILDING democracy means more than 
holding elections. It means. changing 
the way governments behave afterwards. In 
the Soviet Union, where the national gov- 


ernment is still self-appointed, not elected, 


the place to see this second stage of democ- 
racy-building at work is in the local councils. 

This spring’s elections to the Moscow 
city council were almost like real multi-party 
elections. Out in the Russian boondocks, 
candidates usually stood as individuals. But 
in Moscow voters could choose among three 
groups (it would be going too far to call 
them political parties). These were: Moskva, 
representing the old party machine; the Pa- 
triots, authoritarian Russian nationalists; 
and Democratic Russia, an organisation of 
liberals and radical reformers. 

Democratic Russia won easily, taking 
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81 of the 468 seats and ending Commu- 





< nist-party control of the city. Moskva won 


94 seats, the Patriots ten and independents 
took the rest. The Democrats promptly 
reorganised the seating in the parliament, so 
that legislators now sit in groups just as they 
would in a real parliament, and started snip- 
ping away at the Lilliputian ties with which 
bureaucrats have bound the assembly. 

One old. trick. was to hand aive 
power to an executive committee which 
then took all. important decisions. At the 





‘idea and uen ie to ea the commit- 
- tee on the basis of the composition of the 
- council itself, giving the Democrats a major- 
ity of its: 46 members. This victory over the 
 F"ureaucracy. counts, in the words of one 
ymmentator, as “a turning-point in Soviet 
E al history”, since it marks the begin- 
ning of a working multi-party system. 

Once so backward that even the tsar 
moved the capital somewhere else, Moscow 
is now the most radical part of Russia. Last 
year 90% of its voters sent the rebellious Mr 
Boris Yeltsin into the Supreme Soviet. Soon 
the council is likely to elect an even more 
tadical economist, Mr Gavriil Popov, as 
mayor. But Democratic Russia also won ma- 
jorities in other big cities, notably Lenin- 
grad. It may be a harbinger of change 
throughout Russia. 

For this to happen, the wider conflict 
between Democratic Russia and the Com- 
munist party will have to be resolved. Most 
members of Democratic Russia are still 
party members, But the party is split three 
ways: between Democrats, "true believers" 
(like Mr Yegor Ligachev) and Gorbachev- 
ites, who are somewhere in the middle. 

A split seems inevitable. The party can- 
....3t indefinitely accommodate both the radi- 
cals, who want social democracy and guaran- 
tees for private property, and the true 
believers, who want the sort of communism 
Marx would still recognise, including a ban 
on the private hiring of labour. When will 
the party split and how? 

People like Mr Ligachev want TE split 
to happen now, and the radicals to leave. 
They have long had a majority on the party's 
Central Committee. Earlier this month the 
. Central Committee issued an open letter 
calling on the radicals to resign en masse. 
Though the radicals have a lot of support— 
about one-third of the party's total member- 
ship—they are poorly organised. 

They are also in two minds. Should they 
leave the party and set up in opposition, or 
stay and try to transform it? The party con- 
gress in early luly will be their best chance of 
transforming the party into a social-demo- 
cratic one. To leave now would risk losing 
some useful levers of influence. For exam- 
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Popov for democratic Moscow? 


ple, Moscow's two main daily newspapers, 
Moskovskaya Pravda and Vechernaya 
Moskva, used to be published jointly by the 
city council and the local Communist party. 
When it lost control of the council, the old 
party machine moved swiftly to wrest the pa- 
pers away from the council. 

But is the party worth fighting for? Ex- 
perience from Eastern Europe suggests that 
radicals might be more electable without the 
Communist tag-cum-millstone. Already, 


they are in the happy position of having 


won a power base—Moscow—before they 
have organised a party. Their emergence as a 
fully-fledged party would add one more 
block to the building of democracy in the 
Soviet Union. 





German unity 
Dotting the 
umlauts 


FROM OUR BONN CORRESPONDENT 


OW that East Germany at last has a 
freely elected government, both Ger- 
man states can get down to the tricky task of 
forging a united nation. There is lots to do 
in three main areas. | 
1. Monetary union. The West Ger- 
man chancellor, Mr Helmut Kohl, wants a 
treaty on German economic and monetary 
union (GEMU) signed by early May. The 
semi-official date for “D-Day”, when D- 
marks will replace almost useless Ostmarks, 
is July 1st; but there are signs that it could 
come earlier. Even a July deadline means 
that essential tax, banking, company and 
other reforms will be implemented in full 
only after the new currency is in place. Opti- 
mists predict a period of "constructive up- 
heaval", pessimists expect chaos. 









The. Bundesbank the We 
central bank, suggests changing 
man savings up to a limit of only 2, 
marks at the highly favourable rate o 
D-mark for one Ostmark, and all else: 
ing wages and pensions at a rate of o 
two. The Fast German governme 
sponding to voters’ outrage, d 
for-one in everything, Whatever 
terms, they will no doubt be more gen 
than the Bundesbank’s and will mean t 
subsidies by the Bonn government to. 
East for at least the next few years. 

2. Political union. The preamble 
the GEMU treaty seems certain to state 
East Germany aims to take the “ 
route" to unity under Article 23 of the W 
German constitution. This allows East 
many or its regional states (dissolved b 
communists but likely to be reborn s 
simply to sign up as part of the Feder: 
public. How fast can this happen? 

Fast enough, according to Mr Koh 
his opposite number in East Berlin, M 
Lothar de Maiziére, to allow all-Germa 

elections in the autumn of next year. Bi 
there are snags. The biggest is that We 
German voters are due to elect a new Bui 
destag (lower house of parliament) this. 
cember for a fuil four years. Tie cons 












































































thus. neris a premature new deca 
Kohl did that once before at the tur 
1982-83 and constitutional lawyers 2 
keen to see the device used again. 
The other is for the present Bundestag 
to alter the constitution to specify tha 
next parliament will sit only until repla 
by an all-German one. But the oppos 
Social Democrats are against meddlir 
the constitution and their backing would 
needed to obtain the essential two« 
majority. A Bavarian proposal that. 
Germans simply elect their own parlía 
tarians to the Bundestag, with an all. 











Waiting for D-marks 


INCE their first free election on 

March 18th, far fewer East Germans 
have been moving over to settle in the 
West. The daily average has dropped to 
below 500—the lowest since last sum- 
mer, when Hungary first opened an es- 
cape route to the West to fleeing East 
Germans. 

The drop shows that East Germans 


are giving their new government a 
chance, but their patience is surely lim- 
ited. A disappointing deal for East Ger- 
many in the imminent German eco- 
nomic and monetary union would risk 
starting a new rush to the West: a 
weighty reason for the Bonn government 
to be generous, against the economic ad- 
vice to be parsimonious. 
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France 


The defence 
dilemma 


FROM OUR PARIS CORRESPONDENT 


ETTER to say nothing and look like a 

fool than open your mouth and remove 
all doubt. Abraham Lincoln's advice seems 
to have been taken literally by France's lead- 
ers in recent months. Faced with upheaval 
in Europe, they have been remarkably quiet, 
and not because they are unconcerned. 

President Francois Mitterrand has, it is 
true, made two proposals, one narrow and 
concrete (a development bank for Eastern 
Europe), the other vast but vague: a Euro- 
pean “confederation” joining east and west, 
and including perhaps even North America. 
The bank idea is about to see day. The “con- 
federation" was a kite on a string so long as 
to make it almost invisible. 

France's silence is understandable. Ger- 
man unification goes to the heart of its Eu- 
ropean policy. For the past 25 years, this has 
rested on two ideas. France has bound its 
old foe and commercial rival, Germany, ever 
closer into friendship through the European 
Community. At the same time it has en- 
joyed nominal independence from America 
while sheltering behind America's nuclear 
shield and its troops in Germany. 

France need not be too afraid of a 


man vote postponed until 1994, has won lit- 
tle support. 

Why not clear these hurdles by holding 
an all-German election in December instead 
of the Bundestag one? It is a nice thought 
and attracted Mr Kohl for a bit. But German 
unity raises international questions too and 
they may not be settled by year's end. 

3. Two-plus-four. Ideally, the Ger- 
mans want to see the following schedule 
maintained. The two-plus-four talks (the 
two Germanies plus America, Russia, Brit- 
ain and France) would begin at foreign-min- 
ister level by the end of April. They would 
be completed by the autumn and the results 
"acknowledged" at a meeting in November 
of the 35-nation Conference on Security 
and Co-operation in Europe. 

That may prove too ambitious. Not sur- 
prisingly there is a big gap between Russia 
and the West on the core issue in the two- 
plus-four talks: a united Germany's relation- 
ship with NATO and the Warsaw pact. The 
West insists that Germany must be a NATO 
member, although NATO troops would not 
be deployed on what is now East German 
territory. The Russians first demanded that 
Germany be neutral but now propose that it 
be a member of both alliances, at least for a 
few years. The West Germans are probably 
right when they say this curious idea cannot 
be Russia's last word. But since Mr Gorba- 
chev has even more than usual on his mind 
these days, no one can be sure when a com- 
promise will be found to this trickiest aspect 


of German unity. united Germany's economic clout. Seven 
LLL Steady years under left and right have given 
54 





France higher growth and lower inflation 
than the averages of its partners in the 
OECD. As for the Ec itself, a chorus of Ger- 
man leaders are seeking to reassure the 
French that German unification will 
deepen, not dilute, the Community. 

Defence is different. Pressure is growing 
in Washington for France to “do more" for 
the Atlantic alliance. Some of this is just 
low-level irritation that is standard when 
France and its allies talk about this sort of 
thing. In the two-plus-four process on Ger- 
man unification, the French, for example, 
are said to be making difficulties for their 
western partners over consulting with 
NATO. President Bush was hoping to deal 
with such frictions when he met President 
Mitterrand in Key Largo on April 19th. The 
two men have got along well in the past, bet- 
ter perhaps than any of their recent prede- 
cessors. But there are other problems, too 
deep to be solved in a single, brief meeting. 

The over-riding one is what part Franc 
is to play in redrawing the security map of 
Europe. General de Gaulle pulled France 
out of NATO’s integrated command in 1966. 
France’s allies have often leaned on it since 
then to change its mind. A year or so ago Mr 
Mitterrand suggested that speculation about 
this was a waste of time. His mind does not 
seem to have changed. France is not about 
to make a prodigal’s return to NATO, not at 
least as now constituted. But there are lots of 
other possibilities. 

President Bush was planning to raise 
one of these at Key Largo. Would France be 
willing to join other NATO countries in tak- 
ing nuclear aircraft currently based in Ger- 
many? This would be an enormous step for 
France. According to French officials, 
France is unlikely to agree to take American 
troops as they leave Germany. For they 





di. 
The original Gaullist 
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would leave, the French reason, either be- 
cause there was general disarmament in Eu- 
rope or because the Germans no longer 
wanted them. Either way, the Atlantic alli- 
ance would be radically changed, and the 
French would see little point in then offer- 
ing their country as the base for a token 
American force. 

Still, France is willing to discuss with its 
allies the shape of a new alliance. If NATO 
were changed far enough, French officials 
say, France could rejoin it militarily. France 
works with its allies much more than it 
boasts of, even in the nuclear feld. The 
French would like to explore with several 
NATO partners the idea of multinational bri- 
gades. The French think naval co-operation 
with the Americans outside NATO's area 
might be possible. They are also exploring 
nuclear co-operation with the British. They 
may even, and this would be a real break- 
"hrough, be ready to talk openly about nu- 

ear strategy with other NATO partners. 

Facts are changing two of the things 
France disliked about NATO doctrine: for- 
ward defence and flexible response. That 
makes a rapprochement between France 
and its allies, in theory, more likely. Yet 
French hostility to an alliance dominated by 
the Americans remains. De Gaulle never 
forgot that the NATO commander, an Amer- 
ican, would not tell him where American 
nuclear weapons in France were stored and 
under what conditions they would be used. 
But Gaullism was directed also at another 
force in Europe, the nascent European 
Community. 

Last year it would have been safe to say 
that anti-European Gaullism in France was 
for most purposes dead. Writers such as Mr 
Alain Minc, whose book “The European Il- 
lusion" teased the political mainstream for 
its apparent trust in the Community as a 
kind of solve-all for France, were treated as 
- tle more than gadflies. Today, the main- 
.."eam sounds less sure. The defence minis- 
ter, Mr Jean-Pierre Chevénement, believes 
in the Community. But he thinks patriotic 
French people also yearn for something 
more national. More politicians may start to 
challenge the far right's near-monopoly in 
voicing France-first feelings. 





Turkey 


Biting the Akbulut 


FROM OUR ANKARA CORRESPONDENT 


IVE months since his elevation from 

prime minister to president, Mr Turgut 
Ozal has found that running Turkey's affairs 
from the presidential palace is not as easy as 
he envisaged. Partly in response to pressure 
from the army, he and his hapless successor 
as prime minister, Mr Yildirim Akbulut, 
have had to drop almost everything to cope 
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Bleak outlook for the Kurds 


with the Vietcong-style Kurdish insurgency, 
which in recent weeks has become bloodier 
than ever. Since the beginning of March, 
more than 100 people have been killed in 
clashes between the security forces and the 
Marxist guerrillas of the PKK (Kurdish Work- 
ers’ party), which aims at independence for 
the Kurdish provinces. 

Last week an emergency cabinet meet- 
ing decided on drastic action. Draconian 
new security measures were then embodied 
in a decree (without parliamentary debate) 
designed to "win the war" against the ter- 
rorists. Mr Ozal himself, not the prime min- 
ister, presided over the cabinet meeting. 

The average Turk in Ankara or Istanbul 
detests the PKK. Nevertheless, the govern- 
ment's action has provoked a storm of criti- 
cism. The decree greatly increases the emer- 
gency powers of the regional governor, Mr 
Hayri Kozakcioglu, who administers 11 
mainly Kurdish provinces. He can now de- 
port troublesome Kurdish villagers to sup- 
posedly safe areas, approved by the interior 
ministry. Many experts on the Kurdish re- 
gion say this system of "internal exile" will 
create more problems than it solves. 

Even more controversial—and possibly 
more damaging to Turkey's image in Eu- 
rope—are the new restrictions on press cov- 
erage of the Kurdish insurgency. Techni- 
cally, there is no censorship, merely 
something close to it. Hefty fines will now be 
imposed on publishers found guilty of 
"wrongly representing incidents" in the 
south-eastern provinces or of "disturbing 
readers with distorted news stories or com- 
mentaries". The government will appar- 
ently determine what constitutes a “dis- 
torted news story". The primary target (so 
far) is a string of local, left-wing publica- 
tions, which have had the temerity to criti- 
cise the government's handling of the Kurd- 
ish question. The weekly news magazine 
Ikibin'e dogru did not come out at the week- 





end because its printing firm would not 
touch it. 

Criticism of the new measures comes 
not merely from the opposition parties, 
which are screaming about violations of hu- 
man rights, but from sections of the ruling 
Motherland party, particularly deputies 
from Kurdish constituencies. This is a com- 
plication which Mr Akbulut could well do 
without; support for his party, according to 
a recent opinion poll, has slumped to less 
than 8%. Worse, two of the party’s heavy- 
weights recently stormed out of the cabinet 
after rows with their colleagues: first, the 
foreign minister, Mr Mesut Yilmaz, at the 
end of February, and then the finance minis- 
ter, Mr Ekrem Pakdemirli, on March 28th. 
To lose one of your top ministers in this 
fashion may be unfortunate, to lose 
two .. . Lady Bracknell might call it careless- 
ness, the Turks call it incompetence. 

Both ministers left for essentially the 
same reason: each felt that outsiders were 
meddling in the affairs of his ministry, and 
that Mr Akbulut was incapable of imposing 
cabinet cohesion. Mr Yilmaz left little doubt 
(though he did not name the president in 
his resignation statement) that one of the 
meddlers was Mr Ozal himself. 

Pundits are already predicting that Mr 
Akbulut will be ousted from both the party 
leadership and the prime ministership at a 
special congress of the Motherland party 
next January. But the new man at the top (if 
there is one) will still have to sort out with 
Mr Ozal who runs the country—the presi- 
dent or the prime minister. At the moment, 
for better or worse, it is Mr Ozal. 





Gypsies 


Citizens of 
Furope 


FROM OUR WARSAW CORRESPONDENT 


G= judges from Czechoslovakia, 
gypsy academics from America, gypsy 
radio journalists from Yugoslavia, gypsy nu- 
clear scientists from Romania, gypsy airline 
stewards from Finland: the diversity of the 
delegates at the World Romany Congress 
outside Warsaw last week should have con- 
vinced anyone that not all gypsies are alike. 
Some had earnest discussions on linguistics 
while others sold carpets outside. Romany, 
the gypsy language, echoed in all 17 of its 
dialects. The fourth such meeting, this was 
the first to be held in Eastern Europe. 

For gypsies, too, the revolution in East- 
ern Europe, where three-quarters of the 
world’s 10m or so gypsies live, has opened 
up new vistas. Gypsies in Czechoslovakia 
have formed a party to contest the free elec- 
tion in June. Gypsies also hope to benefit 
from the opening of the European Commu- 


55 





"5 









. ae $ E 3 - , » z - - - -> - - 
ari a crema ye em rp ON ETE nm E AT pep 





FROM OUR BRUSSELS CORRESPONDENT 


| HOSE who thought Ger- 
| man unity would slow 
moves towards a more federal 
Europe seem, on current evi- 
dence, to have been wrong. The 
special EC summit in Dublin on 
April 28th was supposed to con- 
centrate on how to fit East Germany into 
the European Community. It turns out 
that constitutional reform—that is, an- 
other step towards federalism—will also 


be on the agenda. 


| Mr Charles Haughey, the prime minis- 


ter of Ireland, which currently holds the 
| presidency of the Community, has been 
| touring EC capitals to discuss the summit. 
He has found a majority in favour of a sec- 
ond inter-governmental conference, on 
| institutional reform, to run parallel to 
| that on economic and monetary union 
(EMU) which is due to start in Rome in De- 
cember. Only Britain is flatly opposed to 
the idea. An optimistic majority believes 
that the single market, EMU, German 
unity and political reform can all be sewn 
up and ratified.by January 1993. 

Five countries—lreland, West Ger- 
many, Italy, Spain and Belgium—favour 
calling this second conference at Dublin. 
Other federalists are more cautious. Mr 
Jacques Delors, the president of the Euro- 


nity's borders (they are, after all, among the 
continent's few true pan-Europeans). The 
European Commission is examining ways of 
helping gypsies escape eight centuries of 
poverty. Mr Juan de Dios Ramirez Heredia, 
a gypsy and a Spanish Euro-MP, wants other 
European countries to emulate Yugoslavia, 
whose gypsies have been recognised as a 
nationality. 

Old stereotypes—gypsies as thieves, as 
vagabonds, as a threat to house-dwellers ev- 
erywhere—will die hard. Discrimination 
still plagues gypsies in both Eastern and 
Western Europe. About 500,000 died in 
Hitler’s concentration camps, and some 
older gypsies still have a z (for Zigeuner) 
tattooed on their arms. Many gypsies live al- 
most invisibly, under bridges and behind 
power stations on the outskirts of cities, 
their numbers usually underestimated and 
their needs forgotten. They are the fastest- 
growing people in Europe (Czechoslovakia's 
Communists are said to have reacted by 
forcibly sterilising more than 8,000 gypsy 
women in the past five years). Their children 
are often not accepted in local schools; only 
30% in the EC attend regularly— not just be- 
cause they are on the move or have no inter- 
est. Even some gypsy activists are illiterate. 

Gypsies want to stand solid against prej- 
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Don’t be fooled by the Dublin flab 


pean Commission, is anxious to 
ensure that the one-day summit 
has enough time for the Ger- 
man question. The commission 
thinks it may be unwise to call a 
second conference until mem- 
ber-states have a clearer idea of 
what sort of reforms they want. 

Whether or not the Dublin summit 
calls the constitutional conference—and a 
majority vote will suffice—it will probably 
follow Mr Haughey’s suggestion to set up 
a committee to prepare the ground. This 
would be modelled on the Dooge Com- 
mittee of 1985 which laid the foundations 
for the Single European Act. 

The most detailed work on institu- 
tional reform has come from the Euro- 
pean Parliament and from Mr Mark 
Eyskens, the Belgian foreign minister. Mr 
Eyskens has sent a memo to other govern- 
ments which, like the Martin report 
adopted by the parliament, calls for more 
majority voting in the Council of Minis- 
ters, more management powers for the 
commission, and more say in legislation 
and choosing commissioners for the par- 
liament. Controversially, Mr Eyskens also 
wants the Community's foreign policy to 
include defence questions. 

The commission has finished two pa- 
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udice, but unity will not come easily. Mod- 
ern gypsies are said to be the descendants of 
a Hindu caste that fled from Muslim inva- 
sions of India in the tenth century, probably 
took up metal-working in the Byzantine em- 





Hopes of a new flowering 


pers for Dublin. One, on Eastern Europe, 
calls for the emerging democracies to be 
offered “new generation" association 
agreements, containing lots of goodies but 
no commitment to eventual full member- 
ship. A second paper describes the prob- 
lems that will have to solved before East 
Germany can become Ec territory. This 
talks of an interim stage between German 
monetary union and full judicial unity, | 
during which the EC should be consulted 
about the changes to East German law; 
and of a subsequent transitional stage, 
during which eastern Germany would be 
be spared the full rigours of EC policies. 

Both papers are bland. The one on 
Germany, for instance, contains no fig- 
ures on East Germany's likely entitlement | 
to EC aid. Despite the difficulty of making 
sense of East German statistics, some offi- 
cials describe the papers as flabby. 

But there is finesse behind the flab. 
The commission does not want to be seen 
as too assertive at a time when constitu- 
tional reform—including more powers for 
the commission itself—is starting to be 
talked about. This may also explain why 
Mr Delors has said nothing on institu- 
tional change since his speech in Stras- 
bourg in January, and why the commis- 
sion has scrapped its plan to produce a 
blueprint for constitutional reform this 
month. And it is three months since Mr 
Delors agreed to an interview. There is 


method behind Mr Delors’s modesty. 





pire, and then split into dozens of tribes and 
clans. Yugoslav gypsies have tried to 
standardise Romany, which is closely related 
to Punjabi. But their efforts are resisted by 
others, including the Irish gypsies (who 
speak Gammon, a Romany-based language 
with many Celtic words) and the Yenis 
gypsies (whose language combines Romar., 
with Yiddish). Customs can vary as much as 
dialects. One clan, for example, has pre- 
served the Hindu custom of setting a bride 
price, a practice others consider slavery. 

sies are united by their distrust of 
gaujes, Romany for outsiders, but gypsy 
leaders themselves do not always get along. 
At last week's congress Romanian and Hun- 
garian gypsies accused one another of 
collaboration with Ceausescu's Securitate. 
There are continuing quarrels over war rep- 
arations owed by Germany. Several hun- 
dred gypsies received individual compensa- 
tion, but many accuse one tribe of German 
gypsies of benefiting from German hand- 
outs at the expense of others. The Interna- 
tional Romany Union, the umbrella group 
represented at the conference, hopes a fairer 
repayment is in the offing. If it can raise the 
money, it would like to set up a cultural cen- 
tre and a political headquarters. 
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Confrontations 
Nelson Mandela c a bit 









was indeed part of 
sa gun barrel. Whitehall 
‘officials had earlier ridiculed 
the idea. Nicholas Ridley, the 
trade and industry secretary, 
insisted his department had 
not known before; a Tory MP 
said it had ignored his 
-warnings in | 988-89. 


| Prospects grew of disruption 
in the electricity industry, 
due to be privatised in No- 
vember. Members of its big- 
gest union, the EETPU, voted 
- to keep the strike option 
open; their leaders have re- 
jected a pay rise of 8/296. 


Sentenced 





À handful of inmates clung to 
_ the roof at Strangeways 
prison through a third week 
Of siege. The home secretary, 
David Waddington, pointed 
out that prison numbers have 
-been falling for the first time 
sin years. The Home Office 
«then released projections 
“showing this was just a blip. 













iui rh the BBC for giving i the 
| concert so much coverage. —— 






ing Paddington and Lr 
Street. Too bad for arriva 
the planned fast train fro 
Heathrow to Paddington. 


- Company cars for all? Almos 
. 40,000 Ford workers were © 
given £300 vouchers towards 
. | buying a new Ford car. 
|| With special employee dis- 
counts and the £300 voucher 
a Ford worker can buy a thre 
. door Escort 1.3L, normally 
priced at £7,545, for less than. 
£5,600. Ford is attempting to 
speed up a slow car market | 
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England's cricketers return 
from the West Indies, beaten 
2-1 in their test series. | 

















The National Union of Teach- Undeterred by snow, rain and 
ers voted to call a national 
strike over redundancies. 
Don't be silly, said their lead- 
ers: it would be illegal, and 
trade unions must not break 
the law. Mrs Thatcher said she |: On the move 
wanted to. improve education. bid n 
"Me, I believe in grammar," 
she informed the unday 
Telegraph. 


through the City. A survey by 

the Confederation of British | hailstorms, Easter holiday- _ 

Industry and the Financial | makers sat in a traffic jam 

Times showed a slowdown in. ` | from London to Birmingham; : 

consumer spending. © the AA said it resembleda — 
8 : "monster metal snake". 























p Brave plans 


"Aj porpoise became trapped | in 
. King George Dock, Hull. At- 
. tempts to move the creature 
Ev ced M christened _ 



















As MPs isi for the forth- | 
coming vote on embryo re» | 
search, doctors.át a London - 
hospital disclosed that they 

can now identify the sex of a 
test-tube baby before the em- 
bryo is transferred to its . 
mother. This will allow screen- 
ing for 200 genetic diseases, 
including muscular dystrophy. 















Getting it straight 
Long-distance and i interna- - 
tional telephone calls - 
subsidise local ones to dies: : 
tune of £1 billion, Aien E 
British Telecom's chairman, NP 
lain Vallance. Br is forced by _ 
the government to keep. local 
charges low. "This massive 
distortion of the market 


Good news for the Channel 
-| tunnel: the British are going | 
abroad more. Bad news: even — 
in 1991 they will make 35% 
_ fewer European tripsthan — 
Bio Germans. Good news: _ 
: rumours on Saturday ofa£l | 
- billion. subsidy for the rail link | 
to the tunnel. Bad news: a reit- 
eration on Tuesday of the “no 







tute of Economic Affairs t 










makes a mockery of compe- | subsidy" policy. 
tition and should be elimi- | on and. 
nated," said Mr Vallance. London underground chiefs | ity control anda an inert sa 






force have led to a 24% fall ir 
customers between 1970 and 
1987. Presumably dividends. 
p will be ish in heaven. | 


| are thought to have selected a 
|. route from Chelsea to Hack- 
` ney for the capital's new tube 
line in preference to one link- . 





Higher wage and price infla- - 
tion figures released by the 
government sent shivers 
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greens. Our policy has diways. 
been to try and put back into 
the land more than we take 
out. 

Sofrom what were once 
gravel pits a healthy crop of 
cabbages flourishes. And in 
Northumberland, where we 
are contractors to British Coat, 
we are playing a major part in 
returning the Butterwell open 
cast mine to agricultural use. 
And the same transformation 
is happening at the Trecatty 
site in South Wales. 

if farming isn’t what 
you'd expect from us, look 
what else we're involved in. 
Both in the UK and in North 
America we're harnessing 
wind power, and, with a itte 
help from nature, generating 
millions of kilowatt hours of 
electricity. 

it's iust one of the 
elements of our consistent 
global success. 

From our saiad days in 
1921 we've grown, thanks fo 
teamwork and enterprise, into 
an international force in four 
related business areas. 

in construction we are 
leading building and civil 
engineering contractors, 
designers and consultants. 

in housing our quality 
developments bring success 
in Australia, Canada, Spain, 
the UK and USA. 

in property our Success 
is due to carefully developing 
a balanced high quality 
porttolio. 

And in trading we 
provide many products from 
videos to tools, and aggre- 
gates to ready mixed 
concrete. 

| in all four sectors we ve 

created the right environment 
for growth. Which is why we 
now turn others green with 
envy. 

For further information, please 
contact Trevor Jones, Taywood House, 


345 Ruislip Road, Southall, Middtesex, 
UBI 2GX Tel 01-575 4411. 












The training 


* OT Me rk Ux. E 
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The government says its new training and enterprise councils will tackle 
Britain's chronic skills shortage. Actually, it is using them as little more 
¿than a tool to deal with unemployment problems left over from the 1980s 


VERY few years Britain's rulers get into 

L4 a tizzy about training. They cast ner- 
.vous glances abroad, issue blood-curdling 
warnings, and, with much huffing and puff- 
ing, declare that a solution is at hand. These 


solutions are invariably borrowed from 


overseas, dignified with an acronym, and 
launched with a flurry. 

The latest has introduced the training 
and enterprise councils (TECs). Ingenious 
"hybrids, TECs are intended, first, to encour- 
age more employer involvement and invest- 
-ment in training; and, second, to tailor the 

provision of training to assessed local needs. 
TECs are to have an average of 15 directors, 

-two-thirds of whom (it is intended) will be 
top managers from the private sector. The 
government will provide staff and a budget, 
and set performance targets. 

So far the launch has gone remarkably 

smoothly. Over 500 businessmen have con- 
founded sceptics and become TEC directors. 
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Ten TECs went live on April 3rd. Another 
50 or so are in an advanced state of prepara- 
tion, and the government is determined to 
see 82 set up in all. The cheering is coming 
from all sides of the political spectrum, with 
the trade unions and the Labour party keen 
to outdo the Confederation of British In- 
dustry and the Tories in praising the idea. 

Are TECs really the key to plugging Brit- 
ain’s skills gap and improving the abysmal 
educational standards of the great majority 
of its 16-18-year-olds? Or is the whole ver- 
ture just another in a long line of misbegot- 
ten schemes, postponing yet again the 
chances of any fundamental change in the 
government’s policy towards the education 
of post-16-year-olds? 

The inspiration for the TECs came frora 
the United States. In 1988, when American 
neo-conservatism was a smart thing in Tory 
circles, the then employment secretary, Mr 
Norman Fowler, went to Boston to inspect 





















































two showpiece Private Industry Cour 
(pics) and decided, in the words of a 
league, to “have some of those”. In ord 
help his department implement this br 
idea he parachuted in an American ex 
Ms Kay Stratton, who once ran a Bostor 
and now lectures civil servants about “inter 
faces between administrative boxes” and 
"holistic packages of services”. 
TECs also bear a striking resemblance t 
the vocational schools set up by the Work 
ORT Union—the Jewish-inspired educ 
tional movement which today offers vc 
tional training on a non-profit making 
in more than 50 countries. ORT's school: 
based on the principle of involving busin 
men ín providing training for local ne 
and a former chairman of ORT's Britist 
just happens to be Lord Young, who di 
much to launch the government: 
thinking on vocational training. - 
Yet neither PICs nor ORT seem. 
model for Britain. ORT devotes muct 
energies to Israel, Latin Americ 
developing world. Pics flourish in i 
America, providing rudimentary 
for school drop-outs who cannot sp 
skills gap", let alone bridge it. Wo 
only about 1096 of America's 620 
any good at doing even that. ~ 
For all its fancy talk of closing t 
gap, the government seems also t 
shown that TECs are simply a new 
packaged, reorganised ^ and. 
privatised—of delivering remedial: 
Over 90% of the public money go 
the TECs is earmarked for Emp 
Training (ET) and the Youth 7 
Scheme (vTs)—that is, for low-level t 
for school drop-outs and for the lo 
unemployed. The TECs' incomes wil 
part be decided, therefore, not by th« 
age of skills in their region but by the 
unemployment. TECs, it seems, bek 
to the emerging world of skills shortz 
high-tech jobs but to the vanishing 




















































ion is str 


his impress ngthened by 
nce at Whitehall's own projections of 
e public spending on training (see chart). 
s due to be cut, in line with the expected 
in unemployment and in the number of 
j-leavers. Mr Michael Howard, the 
rent employment secretary, openly ad- 
s as much. He cheerfully adds that the 
vate sector will no doubt compensate for 
cuts, providing money for more ambi- 
us schemes, especially since this year's 
iget gave generous tax boosts for TECs. 
usinessmen respond to such argu- 
nts with glum faces. The fall in demand 
YTS and ET, they argue, might have been 
to shift expenditure to other areas 
t than to reduce the total investment 
ining. They complain that the govern- 
is increasing the burden placed on 
at a time when falling demand and ris- 
costs may tempt them to cut their train- 
dgets. 

A glance across the Atlantic deepens 
gloom. Despite a strong American tradi- 
of corporate largesse, the Pics have 
received more than a tiny portion of 
ieir money from private industry. The 
niladelphia pic, one of the most successful 
‘the country, raises about 5% of its budget 
m the private sector. 

Indeed, Mr Howard and his colleagues 
‘ould hardly have chosen a more effective 
'vay of sending a negative signal to a move- 
ment which stands or falls on vcluntary ef- 
sort. Some businessmen are asking them- 
selves why they should be generous with 
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squeezed and their own discre- 
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publi get 
tion to spend it is being so 
tightly constrained. Others are 
even more cynical, wondering 
whether government depart- 
ments are using the TEC move- 
ment to offload responsibility 
for schemes like ET and vrs, 
which have begun to lose what- 
ever momentum they may 
once have had. 

Just as exasperating as the 
government's penny-pinching 
is its bossiness. TEC directors 
flung back their original con- 
tract—a two-inch-thick wodge 
of paper crammed full of civil 
service  gobbledegook—but 
ended up with a highly prescriptive docu- 
ment nevertheless. | 

Lack of flexibility is also limiting the 
TECs' freedom to recruit executives. Their 
contracts insist that only chief executives 
and operational directors are eligible to sit 
on TEC boards. Only such high-powered 
managers, it is argued, have the clout to 
change deep-rooted attitudes. 


So much to do, so few to do it 

Chief executives are busy people, and TECs 
are demanding at least a day or two a month 
of their time, unpaid. Even in these heady 
early days of the movement a number of 
TECS are complaining that they have trouble 
in recruiting and retaining high-flyers—es- 
pecially in areas like Tyneside, where the 
same 30 or so leading businessmen are in- 
variably asked to sit on every board. 

The insistence on chief executives may 
have the perverse consequence of freezing 
out some of Britain's biggest firms (which 
employ about 3096 of the workforce and 
have pretty good records in training). This 
will hand over the TEC movement to small 
and medium-sized firms (which have all too 
little experience in the field). Large firms 
with sites all over the country but a highly 
centralised power structure—notably retail- 
ers, banks, financial organisations and 
nationalised industries—do not have chief 
executives in most regions, and can rarely 
spare chief executives from their central of- 
fices. It is ominous that London, which suf- 
fers from severe skills shortages, is lagging 
behind the rest of the country in setting up 
TECS. 

The government has handed the all-im- 
portant job of regulating this fragmented 
training market to the National Council for 
Vocational Qualifications (NCVQ). To bor- 
row the jargon favoured in the trade, TECs 
will be judged not on the basis of inputs and 
processes but of outputs: that is, on the 
number of NCVQ qualifications that they 
manage to dish out. 

But is the NCVQ up to the job? Few out- 





























side the council think so. The council is no- 
where near completing its huge job of ratio- . . 
nalising Britain's antiquated and chaotic 
system of training-accreditation—a system 
in which over 100 training organisations 


compete for public attention but huge areas 


of business, such as retailing, are left out in 
the cold. Of the 12,000 or so technical quali- 
fications currently available, for example, 
only 180 have been certified by the NcvQ. 

The council has a worryingly cosy rela- 
tionship with the bodies it was set up to re- 
form—indeed, many of its staff were re- 
cruited from their ranks. An accrediting 
rather than an awarding body, it is con- 
centrating on rationalising rather than re- 
placing the existing system: that is, on im- 
posing an impression of order on an 
underlying chaos. 

To add to the confusion, the govern- 
ment has decided to link the income of TECs 
to their “outputs”: the more NCVQ quali- 
fications they dispense, the more money 
they will earn. Perversely, all levels of quali- 
fication—from level 1, which is so basic that 
no other countries recognise it, to level 4, 
which is reasonably demanding—will carry 
the same reward. Grant-hungry TECs will 
have an incentive to concentrate on the 
most rudimentary qualifications. 

The TECs are being introduced into a 
notoriously confused and overcrowded 
world. Even academics and civil servants 
who spend their lives studying or adminis- 
tering training programmes complain that 
they cannot keep up with the range of orga- 
nisations and the pace of change. Mr Brian 
Wolfson is a London businessman who has 
played a big role in mobilising the TEC move- 
ment—yet even Mr Wolfson concedes that 
businessmen and trainees are, as he puts it, 
“catatonic with confusion”. (Mr Wolfson 
thinks the TEC initiative can change this.) 
When the Thames Valley TEC conducted a 
survey of business awareness of government | 
schemes, the second-highest score went to 
one that didn’t even exist. 
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Squeezing. g along | 


TO DOUBT Mr Joba Major, the chan- 
cellor of the exchequer and a keen 
cricketer, was distraught over the final sta- 
d's test séries in the West 







tistics from England 
Indies; but he could take comfort this week 
from economic indicators which are at last 
moving in the right direction. Retail sales 


fell 1.496 in March, leaving them only 12% 
up on a year ago. Industrial production 


dropped i n February for the fourth succes- 






ith; it has also grown.by only '2% 
ui he past year. But while high interest 
- rates are doing the deflationary job that is 
needed, can the chancellor still be sure that 
they haven't tipped Britain into recession? 
Total real domestic demand has been 
toreven falling over the past year, com- 
ith a 1096 growth rate notched up in 
early 1988. How long before inflation falls 
too, allowing Mr Major to trim interest 
rates? The 12-month rate of retail price infla- 






tion rose to 8.1% in March, mainly because 


of the latest rise in mortgage-interest rates, 


and it is expected to top 9% this month with 


the introduction of the poll tax. The risk 


grows by the day that such high numbers 
will set off a stubborn bout of inflationary 


wage-rises. 
The 12-month rate of growth in average 
earnings quickened in February to 91796, 


the biggest rise since 1982. The slowdown in | 
industrial production has also dragged. 


down productivity growth, with the result 


that the annual rate of growth in unit wage. 


costs in manufacturing has jumped to 6.8% 


over the past year. Unit wage costs in the - 


whole economy are rising even faster, by 


9.0% in the year to the fourth quarter. 
Meanwhile import costs, the other main in- 
_ | “ationary bogey for most businessmen, have 
— zen rising in the wake of sterling's fall. Ster- ; 
ling i is down 1296 in trade-weighted terms 
since early 1989; import prices have jumped 





10% over the period. 


So why is the underlying rate ot infia 


tion (excluding mortgage payments) "only" 
6.396? Because businesses have been too 
worried by weak domestic demand to risk 
passing on their higher costs. Assume this 
remains the case, while a tight labour mar- 
ket goes on helping the unions to win big 
pay demands. The result must be a worsen- 
ing squeeze on business margins. 
Last year companies ran à financial defi- 
cit (ie, spending on investment exceeded re- 


tained profits) of more than £20 billion. As 


profit margins shrink, firms are cutting 
stocks and investment to relieve the pres- 
sure on cashflow. Those cuts could tip the 
economy into recession. And that would in- 
crease the pressure on Mr Major to offer re- 
lief to the pained. 
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: Cineti audiences are growing a 
in multiscreen cinemas that break with the ok i picture-pa ce tradition 
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[All charged up 


GNORE, for a moment, the looters of 

Trafalgar Square and the squabbles 
over who should take the blame for 
higher-than-expected bills. The latest 
item on the list of poll-tax woes is the lit- 
tle matter of its collection. 

The old rates were not so cheap to 
collect. À survey of local authorities, 
published on April 20th by - 
the Institute for Fiscal Stud- 
ies (IFS), in conjunction 
with the Institute of Reve- 
nues, Rating and Valuation 
(IRRV), suggests that the av- 
erage cost per local author- 
ity of administering domes 
tic and non-domestic rates 
amounted to £560,000 in 
the financial year 1989-90. 
But the estimated costs of 
registering and collecting 
the community charge in the financial 

. year 1990-91 are more than double this, 
at a chunky £1.3m per authority— 
mostly recurring costs. 

The 1FS/IRRV questions were an- 
swered by just under half of the 403 local 
authorities in England and Wales, yield- 
ing a usefully representative sample of 

“the country’s different authorities. The - 
London and metropolitan authorities, in 
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| many cases burdened with the highest 





| Cinema attendance 


ae lh at’s on at the flicks 








eed EN the lat e Greta Garbo’ $ films 


were shown on Italian television in 


- the early 1960s, cinema attendance is said to 
. have fallen by 7596. The story got a fresh - 
“airing this week, as a measure of the Garbo 
magic. Such apocryphal tales of television's ` 


power nourished a conventional wisdom 
that the small screen, with or without la 
Garbo, would do to the cinema what cinema 
had done to the music hall. 

Especially in Britain. By 1984 yearly cin- 
ema admissions had fallen steadily from a 
postwar peak of 1.6 billion to a low of 54m, 
roughly one visit per Briton per year. And 
when high streets all over Britain began 
spawning video-rental shops, a bright future 
in the bingo business was all that seemed to 
beckon for most cinema operators. 

No more. Audiences are now approach- 
ing 100m: still a far cry from the billion-plus 
levels of 1945-55, but a striking reversal of a 
long decline. Box-office takings are low com- 





awkward problems to set beside th 


. Staffing in local-council tax departmen 
' is expected to double over the next yea 
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ain, encouraging new oj 


against gross revenues for video sales 
rentals of £850m. Far from discouragin 


ed 
























































levels of de poll tax itself, are als 
fronted with the highest administ ati 
costs. Reason: they are saddled wi 
most deviations from the one-per 
one-poll-tax norm. 

As this suggests, the administrat 
structure of the poll tax provides fo 
huge discrepancies in collection co: 
The tax comprises three main elemen 
the personal community charge, the so- 
called standard community charge 
second homes or vacan 
properties, and the coll 
tive community. charge 
paid by landlords of proper 
ties where personal tax col- 
lection is somehow imprac- 
ticable. The mör 
applicable the second a 
third tiers, the heavier t 
collection costs. | 

But whatever the fl 
vour of its constituency, ev- 
ery council will face some 


plain-vanilla costs of billing and collec 
ing. Poll-tax bills cannot be incorgx 
rated, as were the rates, into council t 
ants’ rents, necessitating dual billin; 
penalty systems for non-payment wi 
have to handle much higher number 
and there remain the unquantifiable di 
ficulties of tracking nomadic individu 


erators toi in 


pared with video-sale revenues: Seid 
gest, a cinema trade magazine, estimat 
year’s box-office returns at about £ 


ema-going, though, videos seem to 
whetted appetites. 

Better films with a wide audienc 
peal—like “Fatal Attraction" and "SE 
Valentine"— have fuelled the reviva 
releases and film awards are avidly d 
among the young and affluent. Newsp: 
and television have hugely expanded. 
film coverage. (Garbo’s death on April 
prompted a feast of erudite film-buffei 
her distant triumphs. ) Against expectatio 
cinema-going is fashionable again. 

This has not meant a new dawn for 
ery flea-pit in Britain. Too many still k 
like the products of a half-hearted an 
successful attempt by the traditional cir 
chains to update themselves in th 











often left as untouched as the crackly sound 
system. Going for the new audience means a 
'holly different scale of investment. 


ill supporting programme 

ne successful formula was first applied by a 
andful of the leading American cinema op- 
tors. Three American companies—UCI, 
ational Amusements and Warner Broth- 
$—-have led the field, together with one 
anadian company, Gallery. They have 
now invested what are, by British standards, 
iprecedented amounts in multiplex cine- 
as: fancy pleasure domes offering a choice 
.several films and costing from £6m to 
m each. The typical multiplex has tip-top 
usd systems, plush seats, punc 


Tubular teaser 


I: WAS the most bizarre story in years. 
SA On April 10th British customs officials 
‘impounded eight steel tubes, each five me- 
tres long and with a one-metre inside di- 
ameter, which were about to be 
‘shipped to Irag. Officials claimed 
. they were for a big gun, or maybe a 
-.rOCket-launcher. Other, nameless, 
“Whitehall sources" disagreed. For 
a week speculation and misinfor- 
mation cascaded into and out of 
]| the press. A Tory mp claimed he 
| had warned ministers two years ago 
| that something odd was afoot—to 
| little avail. Then, in an acrimonious 
= Commons session on April 18th, 
- the government admitted the tubes 
©: were indeed parts of a gun. 

. The manufacturers, Sheffield 
Forgemasters, maintain that they 
accepted the job, which included 
44 other sections that have already 
been shipped, on the understand- 
ng that the tubes were for the pet- 
ochemical industry. They sav that 
they kept the Department of Trade 
and Industry informed at every 
stage, and had full clearance for the 
ontract. 

.. For a week the pTi refused to say any- 
thing openly. Even when Mr Nicholas 
Ridley did rise to admit it was a gun, he 
treated the House of Commons with more 
than his usual disdain. He infuriated the 
pposition with his refusal to take any 
lame for the fact that his officials had, for 
more than a week, been busily rubbishing 
he customs’ claim. 

. The tubes would have iude a weird 
kind of petrochemical pipe, to say the 
least. They all have the same internal di- 
ameter, ground to the extraordinarily fine 
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a film thrown in. 


The first multiplex opened in Milton 


Keynes in 1985; it had 1m customers in the 
first 18 months. So far 30 more have fol 
lowed, with another score to open over the 
next year. At present, the British market can 
probably take around 60. Blockbusters used 
to trickle out to the provinces months after 
their London premiere. Now they are typi- 
cally shown, countrywide, within a week of 


the West End opening. 


British operators, most notably Rank 
and Cannon, which run the two biggest cin- 
ema chains, have been spurred by their 
American competitors into building their 
own multiplexes, as well as letting the deco- 
rators loose on their existing cinemas. At 
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tolerance of .005-inch, but they come in 
several different wall thicknesses, the 
thickest being around 12 inches, which 
could withstand internal pressures of the 
order of 78 tons per square inch. (Modern 
high-pressure tank guns operate at a maxi- 
mum of 40 tons per square inch.) On the 





Scraping the bottom of the barrel - 


American theory that if it looks like a 
duck and quacks like a duck it is a duck, 
this thing was clearly some sort of gun, 
even if a wildly big one. 

Another clue came from the circum- 
stances surrounding the order. The mid- 
dleman was a company called Space Re- 
search Corporation (SRC), a company 
specialising in guns and ammunition. It 
was formed by Gerald Bull, a Canadian 
. gun expert who once designed a huge gun 
for a Canadian-American project to 
launch a satellite. 

Bull later did time in an American jail 





eren 





built to let people mares an evening Out, pom 


screen Odeon Sub. a dry ski slope, disco- 
theque, bowling alley and swimming pool. 
In responding to a changed audience, 

the multiplex operators have also been help- 
ing to reshape it. The American chains spe- 
cifically set out to woo an older and more 
affluent audience: tickets are often twice as 
expensive as in the shabbier cinemas. Indus- 
try research suggests they are succeeding, at- 
tracting more women and older people than 
other cinemas do. In all, though, audiences 
remain overwhelmingly young: 6296 are be- 
tween the ages of 15 and 24. But other 
groups are gaining ground. Attendance by 
25- to 34-year-olds is up by 27% in the past 
five years. Unlike Garbo, cinema-goers do 
not want to be alone—only 196 are there on 
their own. 








for gun-running. He then founded src, 
sold ammunition and guns to Iraq during 
its war with Iran (which was still on in 
1988, during the first discussions with 
Forgemasters), and was killed by a profes- 
sional gunman, some say an Israeli agent, 
in his Brussels home on March sind.: SRC 
is now to close. 

During the week after the pipes 
were seized, experts pooh-poohed 
the idea of a gun with a one-metre 
bore and a barrel 152 metres long, 
despite the fact that this is just the 
sort of thing proposed by Bull in 
one of his books. The scepticism 
was based partly on doubts that 
Iraq would be able to produce the 
equipment to aim such an enor- 
mous gun and to absorb its recoil. 

But then on April 17th another 

- British company, Walter Somers, 
came forward to say that it had de- 
livered some hydraulic equipment 
to Iraq last October. No prizes for 
guessing that SRC was the agent for 
that sale as well, and had prepared 
the drawings for the parts. Walter 
Somers had also been asked early 
this. month to manufacture a P 
that looked as if it might be used as 
an aiming device. The company 

smelled a rat and notified the DTI on April 
9th, the day before the seizure of the big 
tubes made by Forgemasters. 

The main question now is what Iraq 
wants such a huge gun for. It has missiles 
that can easily reach Iranian cities or Is- 
raeli ones, and can be concealed. This 
enormous cannon would be an easy target 
for enemy airmen, unless it could some- 
how be buried in the desert with only its. 
snout sticking out. Another possibility is. 
that Iraq wants the gun as a cheap satellite 
launcher. So who's building a satellite, fit 
to be fired from the mouth of a cannon? 
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A rough few months 


S before she became prime min- 
ister, Margaret Thatcher used to say 
that being in politics had taught her that 
men were not à reasoning or a reasonable 
sex, With MPs back from their Easter 
break for around 13 weeks of parliamen- 
tary work before the summer recess, she 
will have plenty of opportunity to collect 
support for her sexist aphorism. 

The months of early summer have long 
been a dangerous time for prime minis- 
ters. This is partly the fault of Dr David 
Boswell Reid, the incompetent Scottish 
engineer appointed official ventilator for 
the new palace of Westminster in 1840. 
Since then much of the palace has been 
intolerably hot and stuffy in warm 
weather. Tempers are shorter than usual. 
The days drag. Even now, foul odours oc- 
casionally billow into the corridors and 
lobbies from underground sewers. 

Some MPs flee into the Commons 
chamber itself, which has modern ventila- 
tion (the contract specified that it should 
approximate to "the atmosphere of an 
English spring day") But others are 
driven on to the terrace overlooking the 
Thames. Being overwhelmingly male, they 
drink and plot, and plot and drink, late 
into the night. 

The atmosphere is perfect for cabals 
and rumour-mongering. British politics 
becomes, literally, overheated. This year 
the trouble has started ominously early. 
On one day last month a totally fictitious 
rumour spread round the Commons that 
Sir Geoffrey Howe was meeting senior 
anti-Thatcher dissidents. A few evenings 
later, journalists were grabbing tele- 
phones and backbenchers were sprinting 
down staircases as the story spread that 
Mrs Thatcher had been to see the Queen 
to resign. That too was nonsense: she had 
indeed been to Buckingham Palace, but 
only for a delayed routine audience. 

Senior cabinet ministers complain that 
they can say scarcely anything of sub- 
stance about politics without it being in- 
terpreted as an attack on the prime minis- 
ter. Meanwhile, rising party insiders still 
speculate that the lady cannot last the 
year. Inside Downing Street itself, the at- 
mosphere is said to be almost as febrile. 
Relations between the prime minister's se- 
nior aides are said to be deteriorating. 

It is hard for any prime minister, in 
these circumstances, to hose down the 
hysterical babblers and re-establish un- 
questioned authority. If the local election 
results are grim next month, it may be im- 
possible for Mrs Thatcher to continue to 
give the impression of being in control. 


THE ECONOMIST APRIL 21 1990 


F b 
À 
| ae — lx Sst eee 


She has, of course, been here before. 
The spring and summer of 1986 were al- 
most as bad. The shock-waves of the 
Westland affair and the American bomb- 
ing of Libya could still be felt. In parlia- 
ment, reverses like the defeat of the Shops 
Bill and the shelving of plans for student 
loans, plus decisions to postpone water 
privatisation and not to sell part of British 
Leyland to General Motors had helped 


undermine government prestige. 





Denis’s wife 


Then too Labour was rising in the 
opinion polls (though only to 40%, not 
50%-plus). The local elections had been 
disastrous. As today, visitors to Number 
Ten reported meeting a harassed and 
tired-looking Mrs Thatcher. Panicky Tory 
backbenchers were gurgling Pimms on the 
terrace and talking about the impossibility 
of a working majority after the 1987 
election. 

But three or four factors will make it 
harder for Mrs Thatcher this summer. In 
1986 the Conservatives were facing a di- 
vided opposition. The economy was 
healthy—real earnings were growing fast, 
inflation remained under 5% and the 
stockmarket was booming. Mr Michael 
Heseltine was quietly working in his li- 
brary. And none of the various affairs, 
embarrassments or U-turns stirred voters 
half as much as the poll tax does now. 


Pray for rain 

This spring, inflation still looks untamed. 
If it is not brought to heel soon, forget tax 
cuts—tax increases cannot be entirely 


ruled out. So apart from showering Mr 


Chris Patten, the environment secretary, 
with gold coins to buy off the poll-tax re- 
volt, what can Mrs Thatcher do to im- 
prove the odds on her surviving the next 
few months? 

One former cabinet minister argues 
that her only chance is to “batten down 
the hatches"—by which he means time- 
table, or guillotine, every piece of legisla- ' 
tion in sight, reduce the effective par- l 
liamentary working week to just three |. 
days and try to ensure the Commons rises |. 
for the summer (when politics in Britain | 
mostly dies) as early as possible. This way, | 
the argument runs, MPs will be given as lit- | 
tle time as possible at Westminster to get 
themselves all worked up. 

At one point recently, the whips were | 
indeed arguing for an early recess— | 
around July 19th. But senior ministers be- ||. 
lieve the sheer volume of legislation this 
year, including non-party controversies || 
such as the prosecution of Nazi war crimi- | 
nals, abortion and scientific experiments - 
on human embryos, will make it impossi- 
ble to cut short the parliamentary work- 
load. For those prepared to see conspira- 
cies behind every pillar, this could suggest || 
that the Tory establishment is not pre- | - 
pared to close down Westminster to help || - 
the prime minister through a difficult - | 
time. | 

Other rumours of mutiny in the ranks || 
have more substance. This week's rumpus |} 
over the Hongkong immigration issue || 
suggests the row isset to run for some time || 
yet, whatever the progress of the bill. | 
Meanwhile the supporters of Mr Michael || 
Heseltine are continuing their silent ma- | 
noeuvres around the palace. The latest || 
pro-Heseltine wheeze, according to minis- _ 
terial offices, is to attempt to garner a list || 
of more than 100 names of backbenchers || 
who no longer support Mrs Thatcher. || 
This would then be presented to Mr | 
Cranley Onslow, chairman of the | 
backbench Tory 1922 Committee, who — 
would in turn present it to Mrs Thatcher. | 

Her treatment of such a missive might, || 
of course, be unladylike. But some in the | 
Heseltine camp think she could decide to. | 
announce her retirement, at 65, atthe Oc- || 
tober party conference, citing her hus- - 
band Denis's age as her excuse. He cer- |] 
tainly has more influence over her than | 
anyone else, and is thought to be unwill- || 
ing to see her go through the ordeal ofa || 
dirty, closely-fought leadership challenge. | 
If she is determined to stay, one can imag- {| 
ine Mrs Thatcher rolling her eyes, snort- || 
ing and telling her long-suffering spouse — 
not to be so silly. But if the right moment | 
seems finally to have come, he could be | 
the one unreasoning and unreasonable — 
man she would be happy to listen to. 
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No Matter How Many Pieces 
Of Luggage You Own, We Guarantee 
You'll Use This Bag The Most. 





$100 says this is the bag you'll use the most! In 
fact, we doubt you'll ever travel without it! 
We're that confident because this new 
patchwork leather bag by Kluge is a 
traveler's dream. Here's why we can 
make this incredible offer... 


Amazingly Expandable — 
Spacious, Convenient. 
The new leather bag 
by Kluge collapses to fit 
under an airline seat 
with all you need for an 
overnight ...yet ex- 
pands to hold every- 
thing for a week-long 
stay! It's light as any 
bag you've ever car- 
ried...and elegant, too. 
The exclusive new 
design keeps your 
shirts from crushing, 
your suits neatly 
pressed — all in one 
good looking, light- 
weight carry-on bag. Even 
nas separate places for your shoes, dirty laun- 















Sensational value! Payable in three monthly 
installments of just $45.50 each! 
Our direct-to-you price is just $129. And three 
monthly payments of only $45.50 can be 
charged to your credit card. (The 
total of your payments will 
be $129 plus $7.50 shippin; 
and handling, or $136.50*.. 
There are no middlemen. 
No extra markups. This 
new Kluge is an exclusive 
new design available uni- 
quely through this offer. 


No Risk Guarantee. 
Order now! 

Order now at absolutely 
no risk. If you're not com- 
pletely satisfied that the 
new Kluge is everything we 
promise, return it within 30 
days for a full refund. And 
x if it’s not the bag you most use 
dry, and toiletries. The ingenious expanding after one year, we'll pay you 
compartments let you replace three standard lug- $100 — and you keep the bag! Justlet us 
zage pieces with this amazing new Kluge bag! know. Order the best bag you'll ever use — today! 


Ingenious expanding compartments expand 
for longer trips, collapse to a compact 
21" x 13" x 8" for overnights. 






Unbeatable Features of 
This Exclusive Kluge Bag 


* Wide, padded, detachable 
shoulder strap. 

* Comfortable, padded 
carrying grip. 

* Hardened plastic feet. 

* Three zippered central 
compartments. 

* Long-lasting hardware. 

* Zippered "secret" 
compartments. 

* Easy-to-open outer pouches. 

* Removable shoes and 

toiletries bags. 
















t with tie downs. 


Orders shipped UPS within two 


business days. —1 Call Now! 
"Residents of the following states pay —) TOLL-FREE 1-800-367-4534 
By mail send full amount to: the amount shown to include sales tax ™ Extension 686 
—CA: $145.03, CT: $147.52, NY: $141.96 | V Ge P 
UOGGAGE DIRECT [EE MEIN: S708 gor e PM. Sat 95 Eastern Time) ji 
Norwalk, Conn. 06857 AFE SINSUTE OT OCA tax, we can Dill tax All orders subject to acceptance. 
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USINESS THIS W 


In the East 





Commercial banks will be 
wary of lending to Eastern 
Europe, says the Institute of 
International Finance, an in- 
fluential bankers' club, be- 
cause of a decline in the re- 
gion's creditworthiness. 
Western governments will 
have to take the lead instead, 
the institute suggests. 


The United Nations Eco- 
nomic Commission for Eu- 
rope warned that any western 
programme designed to re- 
form Eastern Europe should 
emphasise technical assistance 
over financial aid. The UN says 
that the Ec’s initiative an- 
nounced in January could cost 
$23 billion a year and that 
East European economies 
would find that sum difficult 
to absorb. 


East Germany is to establish 
a cartel office to protect its 
budding entrepreneurs from 
being devoured by West Ger- 
man conglomerates. Mean- 
while Deutsche Bank set up 
a joint venture with 
Kreditbank, East Germany's 


state commercial bank. 


Getting together 


More obstacles were strewn in 
the path of the $1.6 billion 
hostile bid by BTR, a British 
conglomerate, for Norton, a 
maker of abrasives and ceram- 
ics. Massachusetts, Norton's 
home state, passed an anti- 
takeover law, preventing firms 
from replacing more than one- 


third of their board each 
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year. And Senator Edward 
Kennedy is leading a political 
campaign against the bid. 


Boeing, America's giant aero- 
space firm, signed an agree- 
ment with Japan's Mitsubishi 
Heavy, Kawasaki Heavy and 
Fuji Heavy Industries to help 
build its new 777 jet. Instead of 
taking equity in the estimated 
$4 billion project, the Japa- 
nese companies will put up an 
extra but unspecified lump of 
cash. 


Honda took its long-expected 
equity stake in Rover, the 
British car firm owned by Brit- 
ish Aerospace. Honda is pay- 
ing $166m for 20% of Rover, 
the whole of which only cost 
BAe $240m when it bought it 
from the British government 


in 1988. 


Falling apart 





Hit by high interest rates, 
British & Commonwealth, 
a financial-services group cre- 
ated out of a shipping line, is 
to break itself up. Its com- 
puter-leasing operation, At- 
lantic, bought for $700m less 
than two years ago, was writ- 
ten off for $900m and put in 
the hands of administrators. 


IEP Securities, the investment 
vehicle of New Zealand tycoon 
Sir Ron Brierley, urged share- 
holders in Britain's Vickers 
engineering group to approve 
a demerger of its Rolls-Royce 
car business. IEP, which holds 
an 18.696 stake in Vickers, 
wants it to sell its medical 
business too. A vote is due on 


April 26th. 


Zero inflation 


Brazil expects its inflation 
rate to fall to zero in April fol- 
lowing the introduction of 
radical economic policies. In 
March Poland's prices rose 
by just 4.796, compared with 
23.996 in February, thanks to 


new austerity measures. 


Commodities and trade 


The price of a barrel cf oil fell 
to $16 from January's peak of 
$22. OPEC ministers meeting 
in Jeddah failed to agree on 
production cuts. 





The London Metal Ex- 
change's warehouses saw their 
largest weekly influx of 
aluminium stocks. Brazilian 
producers have been export- 
ing madly since early March, 
when the government intro- 
duced austerity measures. 


The European Commission 
published a study of Ameri- 
can trade barriers. More 
than 50 obstacles are listed, 
but the Commission still reck- 
ons America’s economy is 
"comparatively open". 


Banking reforms 


The Bush administration is 
planning drastic reforms to 
America's financial system, 
prompted by huge losses in 
the thrifts industry and a de- 
sire to strengthen the interna- 
tional competitiveness of its 
banks. Believe them when you 
see them. 
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America’s Securities and Ex- 
change Commission amended 
its rule 144 to relax the con- 
ditions under which big insti- 
tutional investors buy pri- 
vately placed securities. The 
new rule could prove a fillip 
for the $165 billion-a-year 
market. 
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Two big Australian life assur- 
ance firms, MLC and Capita, 
are to merge. Their combined 
assets will be US$8 billion. 


Four big American banks, 
Citicorp, Chase Manhattan, - 
J.P. Morgan and Manufac- 
turers Hanover, reported de- 
clines in earnings for the first 
quarter of 1990, compared 
with the same period in 1989. 
The quartet blames bad third- _ 
world debts, troubles inthe 
property market and a slowing — 
of domestic corporate finance. - 
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Robert Freeman, formerly an 
arbitrager at Goldman Sachs | 
in New York, was jailed for — 
four months and fined $1m 

for insider . Goldman 
Sachs paid his legal costs, | 
thought to exceed $20m. E 


Old and new remedies 


The search fora vaccineto — | 
treat AIDS advanced. | 
MicroGeneSys, a biotechnol | 
ogy firm based in Connecti- | 
cut, showed that individuals 


seemed to be protected serine 
the virus. 


Scientists in the United Arab 
Emirates have produced the 
first testtube camels—the 
racing variety. 
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The Commerzbank report on German business and finance 


No.4/90 


East Germany's foreign trade: 
upswing in the offing 


Although East Germany's 
share of world trade is only a 
tenth of that accounted for by 
West Germany, external trade 
is as significant for its econ- 
omy as it is for West Germa- 
ny's. Indeed, both countries 
export roughly a third of their 
aggregate output. 

At present, however, the 

scope of East Germany's 
trade with the West is modest. 
About two-thirds of its exter- 
nal trade is with socialist 
countries, and more than half 
of this is with the Soviet 
Union, whose share in 1988 
was well above that of all the 
Western industrial nations 
combined. This reflects both 
East Germany's traditional 
role as a supplier of manufac- 
tures — including high-tech 
goods such as computers — 
within Comecon and its com- 
petitive weakness on Western 
markets. 
West Germany is easily its 
most important trading 
partner in the West. Accor- 
ding to official East German 
statistics, the Federal Republic 
alone accounts for 796 of its 
total cross-border trade, and 
the more reliable West Ger- 
man estimates put the figure 
even higher. The volume of 
trade with the USA, Can- 
ada and Japan is small by 
comparison. 

Industrial goods make up 
almost two-thirds of East 
Germany's exports. While 
the country is Comecon's 
leading exporter of capital 
goods to the West, over half 
its deliveries to non-socialist 


states consist of basic and 
raw materials. Although its 
capital goods have become 
less competitive on Western 
markets in recent years, there 
appears to be demand in the 
West as well for the simple 
consumer goods —refriger- 
ators and manual typewriters 
for example — which it pro- 
duces. 


operating personnel are lack- 
ing. 

Over the medium term, 
the far-reaching political and 
economic changes now tak- 
ing place in East Germany 
can be expected to boost its 
cross-border trade consider- 
ably, above all with West 
Germany. There is a great 
need for equipment to mod- 





On the import side, 
machinery and equipment 
predominate. Within Come- 
con, East Germany has 
become the second-largest 
importer of capital goods, 
although it lags far behind the 
Soviet Union in this respect. 
For the most part, it buys 
fairly low-tech products, not 
only because of the CoCom 
restrictions but also because 
it probably wanted to avoid 
becoming too dependent on 
the West for after-sales ser- 
vice and parts. Last but not 
least, technically qualified 








ernise the country's out- 
moded industrial base, but 
imports of Western consumer 
goods and services will 
also increase. Moreover, in- 
creased direct investments by 
Western firms will initially 
also cause imports to rise. At 





the same time, the need to 
earn more foreign exchange 
will spur exports to the West. 


Bridge with the Fast 


Intheshort term, however, 


constraints will be encoun- 


tered, above all due to the 
drop in production caused by 
the huge loss of manpower 
through emigration and the 
problems involved in adapt- 
ing the East German econ- 
omy to the demands of the 
world market. If the country 
is to make up for lost time 
quickly, economic policy 
must be geared to promoting 
exports right from the start. 
Over the longer term, the 
export prospects of a mod- 
ernised East German indus- - 
trial sector will be good, and 
all-German foreign trade as a 
whole will certainly benefit 
from the country's long- 
standing trade relations 
with the Comecon states. 
Once economic and mon- 
etary union between the two 
Germanies becomes a reality, 
trade between them will soon - 
pick up considerably. The . 
great opportunities for profit- 
able investment offered by 
the modernisation of the East 
German economy should 
attract a substantial inflow of 
foreign capital. This, in turn, 
will boost the D-mark against 
other currencies, leading to 
a reallocation of resources in 
the West German economy _ 


and putting greater empha- _ i 


sis on domestic demand. 
Seen in this light, West Ger- | 
many's frequently criticised 
high current-account surplus 
emerges as a key prerequisite 
for economic reconstruction 
in East Germany. 
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BUSINESS 


Reality 


LOS ANGELES 


intrudes into the 
Magic Kingdom 


By peddling fantasy with consummate skill, Mr Michael Eisner managed to 
turn Disney into one of the most successful companies in America. Now the 
cocky Mr Eisner is about to venture into uncharted, dangerous waters 


(€T IG, don't make a hog of yourself,” 
were Walt Disney's watchwords. 
Maybe his successors on Mickey Avenue at 
rhe Walt Disney Company's head offices in 
arbank should heed Walt's words of wis- 
aom. The company's managers are poised to 
invade new businesses in a drive to increase 
net profits by an average of at least 
20% a year in the 1990s. Ranging far 
beyond Disney's core business of car- 
toon characters and theme parks, 
they are setting their sights on such 
unfamiliar territory as fast-food res- 
taurants, network television and holi- 
day resorts. After five years of daz- 
zling growth, are Mickey's bosses 
riding for a fall? 

The conceit of Disney executives 
is huge, even by the inflated stan- 
dards of the film business. Mr Mi- 
chael Eisner, the chief executive, has 
been publicly called an "egomaniac" 
by Mr Sidney Sheinberg, the presi- 
dent of rival MCA. That could be dis- 
missed as sour grapes, but Mr Shein- 
berg may have a point. In Disney's 
' test annual report, Mr Eisner can- 

x restrain himself from celebrating 
his own children: 11-year old An- 
ders's triumphs in spelling bees; the 
merger of Eric’s boys’ school with a 
nearby girls’ school; the film-going of 
Breck, a college student in Washing- 
ton, DC. 

Disney shareholders may be will- 
ing to tolerate such self-indulgence 
because the financial accounts them- 
selves make much more entertaining 
reading. When Mr Eisner joined Dis- 
ney in late 1984, the Magic Kingdom was 
still reeling from a takeover assault by Mr 
Saul Steinberg, a corporate raider who was 
persuaded to go away only by a greenmail 


payment that delivered him a profit of 


$31.5m. Since then the fortunes of Disney 
have been transformed: sales have jumped 
from $1.46 billion in 1984 to $4.59 billion in 
1989: net profit from $97.8m to $703.3m. 
The sycophancy of Disney executives is 
often tiresome. They are, however, patently 
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sincere when they say the company owes 
this explosive growth to the creative genius 
of "Michael" (nobody uses surnames at Dis- 
ney) and the hard-headedness of "Frank" 
(Wells), the company's chief operating offi- 
cer who is said to withhold his support from 
any new venture until he has "run the num- 





Michael (centre) denies he is infallible | 


bers three ways”. But in the 1990s even Mi- 
chael and Frank will find their target of a 
20% average annual profit increase much 
harder to hit than the 4896 annual average 
they actually achieved in 1984-89. 

When Mr Eisner arrived from Para- 
mount in 1984, Disney was under-pricing its 
theme parks, under-exploiting its franchise 
in the world's best-loved cartoon characters, 
and under-employing its film-making poten- 
tial. All these weaknesses were simulta- 


neously tackled, and profits soared. 

At Disney's theme parks, revenues rose 
far faster than attendance as Disney sharply 
increased the price of tickets. The cartoon 
characters were sold harder, inside the 
theme parks and out. Disney opened its own 
theme stores, designed to provide "retail as 
entertainment". It dramatically increased 
the scope of its mail-order catalogues by ac- 
quiring Childcraft from Grolier for $60m in 
1987. A tough review of old licensing agree- 
ments squeezed bigger profits from the car- 
toon characters, who now include the Sesa- 
me Street Muppets. Disney discovered, for 
instance, that it was making only $3m a year 
from Mickey Mouse (“Topolino”) comic 
books in Italy while the publisher of the 
comics made $15m. Disney promptly be- 
came the publisher itself and now makes 
$20m a year from Topolino. 

Disney's film-making operations 
were also transformed. Mr Eisner 
lured Mr Jeff Katzenberg, who had 
worked with him at Paramount, to 
Disney to head its film and television 
division. Under the camouflage of the 
Touchstone label, Disney moved be- 
yond its usual kiddies stuff into mov- 
ies for grown-ups like "Ruthless Peo- 
ple", described by critics as "rude", 
" and "offensive" —all 
box-office epithets. 

In an industry proud of its profli- 
gacy, Disney's stinginess is legendary. 
The company has kept costs of film 
production about 3096 below those of 
competitors by signing up actors tem- 
porarily down on their luck (Bette 
Midler, Goldie Hawn and Richard 
Dreyfuss) or up-and-comers (Tom 
Hanks) who will work for less. Disney 
encourages its actors and directors to 
think more about costs than about 
Oscars, sometimes by deducting cost- 
overruns from their salaries. 

Analysts like Mr Douglas Lowell 
of the Western Group and Mr Jeffrey 
Logsdon of Crowell Weedon predict 
that this mix of disciplined and imagi- 
native management should continue 
to produce breathtaking profit 
growth in Disney's core businesses. But dan- 
gers lurk in at least three businesses Disney 
is eyeing greedily: fast-food restaurants, net- 
work television and holiday resorts. 

@ Mr Eisner has over-ruled opposition with- 
in Disney to push ahead with plans to open 
a “prototype” fast-food restaurant at San 
Bernardino, California. Offering both junk 
and good-for-you food, it will seek to exploit 
the cartoon characters to market food as en- 
tertainment in much the same way as Disney 
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stores market shopping as entertainment. 
The risk for Disney is that America’s 
$65-billion-a-year quick-service restaurant 
business is currently gripped by a brutal war 
of attrition between big chains such as Mc- 
Donald’s, Burger King and Kentucky Fried 
Chicken. Many once-familiar names have 
gone bust. Mr Eisner has put his prestige 
and ego on the line in pushing Disney into 
this highly competitive business. As a result 
he may be too slow to withdraw if Disney 
finds itself outgunned. 
@ Mr Eisner and Mr Laurence Tisch, the 
chief executive of cas, have been playing 
footsie for months. The chances of the flirta- 
tion leading to marriage will increase if, as is 


LOS ANGELES 


XECUTIVES at McA would cheer- 

fully put strychnine in Mickey Mou- 

| se'scheese. A row over advertising in cin- 

emas is just the latest reason for bad blood 

between Disney and Mca. Fierce competi- 

| tors, they have rival theme parks near Los 

Angeles. On June 7th the rivalry will in- 

tensify: MCA opens its own theme park 

| near the huge Disney World complex in 
| Orlando, Florida. 

| Competition is healthy and all-Ameri- 

| can, but Disney and MCA seem gen- 


Ruthless people 
| 


uinely to dislike each other. Their 
feud broke into the open when 
more and more cinemas in Amer- 
ica, including McA's 5096-owned 
| Cineplex Odeon chain, started to 
| show advertisements before the fea- 
ture film. This is a European cus- 
| tom that Americans would prefer 
| todo without. Audiences in big cit- 
| ies hissed and booed commercials 
| for CocaCola and American 
Express. 
Unlike McA, Disney does not 
| own a cinema chain, and so could 
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likely, the Federal Communications Com- 
mission loosens rules that prevent networks 
from syndicating domestically the pro- 
grammes they own and that limit a net- 
work's use of its own programmes to five of 
the 21 hours of “prime time" television they 
provide each week. 

Although a Disney-cBs merger may look 

attractive, giving CBS an efficient production 
arm, it could also be a bet-the-company 
move for Disney, which has no problem 
finding an outlet for its programming. The 
three networks’ share of the national nightly 
audience has shrunk from 9096 to 6696 over 
the past decade. CBS is stuck in third place 
and probably loses money. In any dogfight 
between the three networks, cBs faces two 
rivals whose parents have much deeper 
pockets: NBC belongs to General Electric, 
ABC to ABC/Capital Cities. CBs might need 
Disney—though even that is debatable— 
but Disney clearly does not need cas. 
@ When Disney executives think aloud 
about opening "stand-alone holiday re- 
sorts" their talk of synergy makes more 
sense. The huge hotels the company owns 
and operates at Disney World in Orlando, 
Florida, have occupancy rates above 9096, 
compared with an industry average of 65%. 
Disney's ability to attract top performers to 
its hotels has been improved by its expan- 
sion in the record business. It obviously has 
the potential to become a strong competitor 
to the likes of Club Med. 

The snag is that the hotel and resorts 


afford to be a trifle self-righteous. It an- 
nounced in February that it would not let 
its films run in cinemas where commer- 
cials were shown. The chains were out- 
raged. Most Americans, they claimed, en- 
joyed the commercials. The booers were 
just a few Manhattan and Los Angeles 
sophisticates out to spoil everybody else’s 
fun. Disney countered that the silent ma- 
jority wished they too had the chutzpah to 
boo. A poll that it commissioned of 
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Yippee, profits are up 


business also shows signs of saturation. Wit- 
ness what happened to Hilton Hotels when 
it put itself up for sale in August 1989. The 
Hilton board hoped to get bids of $120-130 
a share, worth over $6 billion. Actual bids 
fell far short of that mark, and Hilton shares 
are now trading at around $50. 

Under Mr Eisner, Disney has shown re- 
straint in the past. When rival studi 
rushed to acquire cinemas, the company 
held back, calculating that too many screens 
were chasing too few films. Disney was right. 
Today America's big cinema chains are in a 
slump. But Disney's bosses risk losing that 
touch of savvy with their restless talk of ex- 
panding aggressively into already crowded 
markets where they have little edge over es- 
tablished players. Again, Disney needs to re- 
member the distinction Walt drew between 
pig and hog. 





18,772 film-goers across America showed 
that 9096 did not want to see any commer- 
cials, except previews for coming attrac- 
tions (95% liked these). On April 17th 
Warner Brothers followed Disney's lead 
by insisting that cinema ads should not 
run with its films either. 

MCA is embarrassed. Cineplex Odeon 
lost money last year. It needs cinema com- 
mercials. So MCA executives are embar- 
rassing Disney in return. They are glee- 
fully shaking their heads in feigned horror 
over Disney's habit of charging compa- 
nies for plugging their products in Disney 
films. How much, they ask, did General 
Mills pay Disney to have its Cheer- 
ios breakfast cereal star in "Honey, 
| Shrunk the Kids"? 

This has stung Mr Jeff 
Katzenberg, head of Disney's film 
studio. He retorts: "We could have 
gotten substantially more money by 
featuring another brand of cereal. 
The offers were on the table. How- 
ever, the director felt that the 
Cheerios brand was necessary to 
give the scene its full comic impact, 
and it was his sensibility that deter- 
mined our choice." Wonderful 


thing, the artistic conscience. 
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Advantage, Greece 


at. 


orking out how much the E 


Community will 
gain from the 1992 project. Which members sat pier the mer d 


HE official analysis of the economic 
effects of the 1992 project—the 
Cecchini report—said that removing the 
European Community's barriers to inter- 
nal trade and investment would raise the 
EC's output by between 212% and 612% 
compared with what would otherwise 
have happened. But it did not try to calcu- 
late how this increase would be split 
among the 12 members—or whether 
some might actually lose. Answering that 
| question turns out to be difficult. A new 
| paper by Mr Damien Neven of INSEAD, in 
| the latest issue of Economic Policy, makes 
an interesting, if inconclusive, stab at it. 

The gains from project 1992 will come 
through several channels. Producers will 
have easier access to a bigger market, 
which should make it easier to reap econ- 
omies of scale. They will also face tougher 
competition, and this, too, should push 
down  costs—partly by encouraging 
specialisation in activities where produc- 
ers have an international comparative ad- 
vantage. (A country can have a compara- 
tive advantage at producing something 
even if it makes everything less efficiently 
than its competitors do; in that case its 
comparative advantage lies in producing 
the goods and services it makes least 
inefficiently.) 

Consumers everywhere will benefit 
from all these effects, Mr Neven agrees. 
But some producers will not. Competition 
and specialisation may force them to 
shrink their businesses, or perhaps go un- 
der altogether. The pattern of that adjust- 
ment will decide the winners and losers (if 
any). Mr Neven ponders this question, 

| asking how much of a difference project 
1992 will make. 

A good starting-point is to look at the 
existing pattern of specialisation. Mr 


Economists love wor 
| 


| Neven sifts through a mound of numbers 
| with extraordinary diligence. What he 
finds, by and large, is not much specialisa- 
tion. All the countries make and trade j just 
about everything. 
| There are some exceptions. Britain 
| and Holland are tobacco-processors to the 
| Community; Portugal and Greece are big 
| net exporters of shoes and clothing. And 
| within the broad industrial groups exam- 
ined by Mr Neven, further specialisation 
no doubt lurks. For instance, trade in 
food between Britain and France is 
roughly in balance; France's net exports 
of wine (one presumes) outweigh its net 
imports of other foods. In all, though, 
most trade is within industries, as op- 
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posed to between industries. 

Slicing the data another way, Mr 
Neven divides 29 industries into broad 
classes, according to whether they are in- 
tensive in their use of labour, capital, hu- 
man capital (measured by R&D spending) 
ahd natural resources. He then calculates 
the trade balance of each EC country in 
each class of industries. A big trade sur- 
plus (in relation to the country's total pro- 
duction within that class) would be a sure 
sign of specialisation. 


Hourly labour costs 
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Ireland, it seems, has something of a 
comparative advantage in human capital. 
So do West Germany and France. Portu- 
gal and Greece, unsurprisingly, are 
strongly specialised in labour-intensive 
production. Spain, surprisingly, is less so. 
Britain does not appear to be particularly 
good or bad at anything. In general, as be- 
fore, the countries of northern Europe 
(the Ec excluding Greece, Portugal and 
Spain) are economic generalists. 

Mr Neven therefore concludes that— 
for most of the EC, anyway—1992 is going 
to go phut. Since trade is already fairly 
free within Europe, he reckons, any scope 
for efficient specialisation would already 
have made itself apparent; if it had, you 
could then have argued that entirely free 
trade would have allowed even more. But 
it seems there is little scope for efficient 
specialisation. A  Euro-optimist might 
wonder about the circularity of that argu- 
ment. The question is whether there wil: 
be more specialisation after 1992; the fact 
that there has oen little of it so far is sug- 
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gestive, but settles nothing, — | 

So Mr Neven looks again, this time for || 
opportunities to specialise that have yet to 3 | 
be exploited. In a free-trade Europe the — 
price of labour, land, capital and other || 
factors of production should eventually - ! 
be more or less the same in all countries. If 
wages (for labour of a given quality) are 
lower in Greece, say, trade should p" 
the economy towards labour-intensive || 
production. That will drive wages to- || 
gether across the Community. The same 
goes for other factors of production. This | 
convergence does not require labour (or — 
the other factors) to be mobile; trade by | 
itself should do the trick. 

Wages are strikingly low in both | 
Greece and Portugal; they are low in 
Spain, too, but the gap there is smaller. 
This suggests that there may still be some — 
barriers to trade. If so, the 1992 project — 
will spur more efficiency in the uc- 1 
tion of Greece and Portugal, especially, | 
and wages there will start to rise. 

[n the rest of the EC, labour costs have d à 
been converging for the past ten years 4 
chart). Mr Neven estimates that the variá- 
tion of wages among northern EC coun- — 
tries is no greater than the variation € 
in them. Furthermore, country-by- - 
country wage differences are no greater in 
industries (such as foodstuffs and pharma- _ 
ceuticals) that are affected by barriers to- | 
trade than in the others. This suggests - 
that trade barriers are not the reason for 
the wage differences that do exist, and 
that markets are now fairly competitive in - 
northern Europe. Britain is an excep 
here. Its wages are low in the industries 
affected by other countries’ trade be ied s 
In those industries, it therefore stands to 
gain higher exports and higher wages 
when the barriers come down. 

What about economies of scale? This, 
potentially, is another source of gain from 
1992. Countries with lots of small firm 
(which should be able to grow efficiently 
after 1992) stand to gain more than coun- 
tries where firms, on average, are already 
large (and where the scope for future 
economies of scale is therefore less). , 

The size of firms in the 29 industries 
across the EC is remarkably similar. So- 
while there may well be too many firms in. 
every industry i in the EC, no one country is 
likely to gain any more than the next. Thé 
exception is Spain, where firms are much 
smaller than the EC average. (Greece nay 
well be another exception, but it has no 
reliable data.) Spain stands to gain from 
economies of scale as well as from its com- 
parative advantage in labour-intensive - 
production. 

The 1992 project is for consumers ev- 
erywhere. If Mr Neven is right, however, | 
the lion's share of benefits for producers | 
will go to southern Europe. 


| 











Boeing and the Japanese 


Hysteria triumphs 


SEATTLE 


EN Boeing said it was hoping to re- 
cruit Japanese partners to help it 
build its next airliner, American protection- 
ists thought their worst nightmares were 
coming true. After decades of trying, three 
of Japan's biggest industrial firms were 
about to gain access to the mysteries of pro- 
ducing big commercial jets, one of the few 
high-tech businesses in which America still 
leads the world. For America's growing 
band of techno-nationalists this looked like 
am industrial Pearl Harbour in the making— 
with Boeing supplying the blueprints for the 
bembers. 

The nervous can relax. On April 13th 
Beeing said that Mitsubishi Heavy Indus- 
tries, Kawasaki Heavy Industries and Fuji 
Heavy Industries had agreed to a joint ven- 
ture to help produce Boeing's new 777 air- 
liner, but with a much smaller role than had 
been expected. Instead of becoming equity 
partners with a collective 2596 stake in the 
777, they will be no more than glorified 
subcontractors. 

The three Japanese companies will 
probably put up 8-10% of the more than $3 
billion start-up costs for the 777. They will 
also supply fuselage panels, landing gear 
deors and other parts. But they will be 
barred from marketing meetings between 
Boeing and potential customers, where de- 
tails of the airliner's configuration and cost 
will be thrashed out. Nor will the Japanese 
companies be allowed to peruse Boeing's 
books or learn how the new airliner's dispa- 
rate parts are assembled. 

Boeing's explanation for the reduced 
role of the Japanese is that they balked at 
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coughing up the nearly $1 billion which 
Boeing demanded for 2596 of the project. 
But this is hard to believe. All three compa- 
nies are flush with cash and have been trying 
for years to edge their way into the commer- 
cial-aircraft market. A more plausible ex- 
planation is that the Japanese firms were 
scared off by the increasingly strident tone 
of anti-Japanese sentiment in America on 
trade issues. 

The deal with Boeing would probably 
have been even more inflammatory to 
America-Japan trade relations than the flap 
over General Dynamics’s. pact with 
Mitsubishi to build the rsx fighter. Com- 
mercial aviation remains one field in which 
the United States and Europe maintain a 
clear lead. Japan's last such venture, the 
1960s-era YS-11, was a flop. 

The fizzled 777 deal leaves Boeing on its 
own to finance the hugely expensive launch 
of a new aeroplane. Right now the burden 
seems bearable, which probably explains the 
company's equanimity after the Japanese re- 
treat. Boeing's current cash reserves, al- 
though depleted by a long and bitter strike 
last year, are $1.9 billion and rising. More- 
over, the company has $90 billion in orders 
to fill over the next four years and its low 
debt-ratio gives it enormous borrowing 
power. And, vitally, the proposed 777 is an 
attractive product. It fills a gap in Boeing's 
range between long-haul jumbos and smaller 
short-haul aircraft, and will boast such nifty 
features as folding wings that will permit it 
to use airport gates built for smaller aircraft. 
But if the booming aircraft market slows 
down, Boeing could yet regret the loss of a 
m partnership with Japan's deep-pocketed 

rms. 





Japanese retailing 
Jumping the gun 


TOKYO 


NDER intense pressure, Japan looks 

likely to relax the severe planning re- 
strictions that have held back the growth of 
large retailers, protecting thousands of 
mom-and-pop outlets and so—according to 
America's trade negotiators—keeping out 
imports. But Japan's long-restive retailing gi- 
ants are not waiting for the bureaucrats to 
rewrite the rules. Knowing that they are 
about to receive a green light from Tokyo, 
they are already expanding rapidly. 

A recent survey of investment inten- 
tions among big retailers published by the 
Nihon Keizai Shimbun, Japan's main busi- 
ness daily, suggests that retailers are going 
on an investment binge. New investment in 
the 1990 financial year is likely to be 5996 up 
on the 1986-88 annual average; in 1991, re- 
tailers told the paper, they plan to invest 
8196 more than in 1986-88. Most of that is 





SANV " 


One franchise for you, and one for you 


going into building extra stores: new floor- 
space in 1991 is expected to be 93% up on 
the average new footage in 1986-88. 

Some of the best-placed retailers are 
franchise chains. Although their expansion 
has not been restricted by Japan's contro- 
versial large-scale retail law, they are already 
benefitting from its expected revision. Ar- 
mies of small shopkeepers, threatened with 
extinction by the promised growth of bigger 
stores, are scrambling to sign up for a fran- 
chise. 

Especially popular are 7-Eleven conve- 
nience stores, run by Ito-Yokado, one of Ja- 
pan's most skilful retail chains. Althoug 
those signing an Ito-Yokado franchise agrec 
ment have to commit themselves to pay the 
firm 4596 of sales in royalties for 15 years, 7- 
Eleven's 3,600 outlets average twice the 
turnover of competitors. This is thanks to 
Ito-Yokado's splendidly computerised stock 
control and a range of new services that al- 
low customers to send faxes, arrange over- 
night deliveries and pay their gas bills. Ms 
Weeks Ringle, an analyst at W.L. Carr in To- 
kyo, says the density of convenience stores 
could more than double, from the present 
one per 1,350 households, before profits 
start to suffer. 

Astronomical land prices in Tokyo and 
Osaka are likely to be a drag on the expan- 
sion of big retailers there. The fastest change 
will come in the suburbs of smaller cities. Ja- 
pan's fastest-growing retail business is an 
Ito-Yokado ^ subsidiary called York 
Benimaru, which runs supermarkets in the 
backwoods of Tohoku in northern Japan. 
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FLANDERS TECHNOLOGY INTERNATIO- 
NAL IS EUROPE'S NO. Í TECHNOLOGY 
FAIR. FOR ALL FUTURE-ORIENTATED 
COMPANIES IT PROVIDES THE IDEAL 
OPPORTUNITY TO PRESENT THEIR IN- 
NOVATIVE IDEAS, PRODUCTS AND HIGH 
TECHNOLOGY. THE UNIQUE HORIZON- 
TAL FAIR STRUCTURE GIVES EQUAL 
SCOPE TO ALL TECHNOLOGIES, WHILE 
STRINGENT SELECTION CRITERIA 
GUARANTEE A HIGH QUALITY OF 
EXHIBITORS. 

EACH YEAR THE FAIR ATTRACTS MORE AND MORE INTERNA- 
TIONAL PROFESSIONAL INTEREST. THE RESULT IS THAT THE 
EXHIBITORS ESTABLISH MORE USEFUL CONTACTS AND ULTI- 
MATELY CONCLUDE MORE CONTRACTS. - 

THE NEXT F. T.I! WILL BE HELD FROM 22ND TO 28TH APRIL 
1991 INCLUSIVE AT FLANDERS EXPO IN GHENT. UNDER THE 
SLOGAN “TECHNOLOGY FOR A BETTER WORLD", F.T.1 INTENDS 
TO SHOW THAT MODERN TECHNOLOGY IS EQUIPPED TO FACE 
THE NEW CHALLENGES OF THE DECADE TO COME. 

IT IS THEREFORE TIME FOR YOU TO FIND OUT ALL ABOUT F. T.I 
'91. JUST FILL IN THE REPLY FORM BELOW AND RETURN 
WITH YOUR BUSINESS CARD AS SOON AS POSSIBLE TO THE 
FLANDERS TECHNOLOGY INTERNATIONAL FOUNDATION, 
JOZEF II-STRAAT 30, 1040 BRUSSELS, BELGIUM; 

TEL.: INTL + 32 (2) 219.79.00; 

FAX: INT’L + 32 (2) 2119.49.81. 




























































22ND-287TH APRIL 
TECHNOLOGY 


199 1 
F O R A 


REPRESENTATIVES: FOR THE UNITED KINGDOM: JOHN. HAIGH, 01-639 72 65 (071-639 72 6S FROM MAY 6, 1990), FÜR B.R. DEUTSCHLAND, D. D.R., ‘ScHwenz UND OESTERREICH: 
CON EXPO INTERNATIONALE MESSEN, 0211-68 33 32 (B. R. DEUTSCHLAND), FOR DENMARK: EXHIBITION CENTRE HERNING, 97-12 60 00, 

FOR FINLAND, NORWAY AND SWEDEN: BiENECK INTERNATIONAL AB, OB-782 39 30 (SWEDEN), FOR THE U.S.A. AND CANADA: Luc DE BROUCKERE, 617-239 82 25 (ws ; 
: . FOR JAPAN: BERNARD CATRYSSE, 06-775 OS 72, FOR SINGAPORE: BEN DE SMIT, 65-467 64 21. 





FUROPE’S LEADING TECHNOLOGY FAIR. 


If youre ahead of 





| 1 
| YES, PLEASE SEND ME THE COMPLETE F. T.1'91 DOCUMENTATION FILE | 
| RIGHT AWAY (LANGUAGE : N, F, E, D*) | 
| COMPANY NAME: LEGAL FORM: | 
| MR/MRS* INITIALS: SURNAME: 
| POSITION: | 

STREET: a © . N?: | 
| POSTAL CODE: CITY: | 
| COUNTRY: | TEL: FAX: | 
| (*) DELETE AS APPROPRIATE mM l GBE | 
| RETURN TO: | 
p ee TECHNOLOGY INTERNATIONAL FOUNDATION - JOZEF f-STRAAT 30 - 1040 BRUSSELS - BELGIUM. 
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BETTER WORLD 
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est offshore with I lalifax Building 


t and we'll steer you clear of troubled 
ling deposit accounts. 


| It’s a variable rate, instant access account 
| * N ith no penalties and no minimum time 
E ; mit. It has a minimum investment level 
f 8 000 ata substantial rate of 12.5095. 


T e interest. rate is automatically adjusted 





n n the whole investment as your balance steps 


Ip as follows:- 


12.5076 13.50% 14.25% 14.50% 


12.89% | 13.96% 14.76% 15.03% 


You can also set up standing orders, direct 
lebits and have your interest paid directly into 






AMOUNT 








INTEREST RATE 





'our UK or Channel Island bank account. 

. . Then there's our new account, HALIFAX 
'Ias.D RATE INTERNATIONAL. The interest 
ate on your account is fixed on the day that 
ve receive your funds for a period of 12 months 
ind there is a minimum investment level 
000. 


- Being Halifax accounts, you can expect 











vi ers with two complementary, Jersey-based, 


.. First, HALIFAX DEPOSIT INTERNATIONAL. 


Both accounts are only open. 0 
who are not ordinarily resident in thi 
And both accounts have the added optio 





monthly interest. 





If you would like details and condi 





















of issue on either account, or would li 
open a HALIFAX DEPOSIT INTERNATIO! 
account, then fill in the coupon belo 
Alternatively, you can ring o 
Jersey Helpline on (0)554 59840. ` E 
You can rely on the Halifax to sa' 


from a soaking. 


| To Halifax Building Society, International Investment Unit, Ingouvi 
| House, Ingouville Lane, St Helier, Jersey, Channel Islands. ve 
Please open a HALIFAX DEPOSIT INTERNATIONAL. account for me/ | 
| I/we enclose a cheque/money draft No. for. 
| I/we would like the interest to be: 
Added to balance [] Paid half-yearly [ ] Paid monthly D 
| lwe are not ordinarily resident in the UK. Please send the declarat 
form for the payment of gross interest. 
| I/we accept the terms, conditions and regulations affecting the: ac 
for the time being in force. 
| The sum is being invested in HALIFAX DEPOSIT INTERNATION 
| me/us as sole/joint beneficial owner(s). E 
I/we understand that by opening a deposit account, I/we beco 
| depositor with the Society. Depositors are not members of the S 
Only members can attenc at meetings of the Society and only e 
| members can vote on resolutions. 


Please send further detai:s of HALIFAX DEPOSIT INTERNATIONA 
| and/or HALIFAX FIXED RATE INTERNATIONAL [ ] 


| Full Name (Title) Tel No 

| Address 

| Country 
Nationality 


| Signature(s) 





THE WORLD'S. "Nod 
Halifax Building Society, International Inv estment Unit, 


Ingouville House, Ingouville Lane, St. Helier, Jersey, Channel Islan 
Fax No: ©. 534 59280 Telex No; 4199584 : 
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Luxurious rooms? Smiling, efficient 
service? The finest cuisine? 

We couldn't agree more. 

But we also understand that it's the 
little things that really make the difference. 

Whether your room has a good view, 
for example. (Or indeed, any view at all.) 

The Royal Orchid Sheraton stands 
on the edge of Bangkok's "River of Kings": 


the Chao Phya. 

A location that commands un- 
paralleled views. 

Not just from all the hotel's guest 
rooms, but from our riverside restaurants, 
function rooms, even the swimming pool. 

A small detail, perhaps. 

Though it rather depends on your 
point of view. 


AT SHERATON LITTLE THINGS MEAN A LOT- AT SHERATON LITTLE THINGS MEAN A LOT. AT SHERATON LITTLE THINGS [: i 


«s 
is AT SHERATON LITTLE THINGS MEAN A LOT. AT SHERATON LITTLE THINGS MEAN A LOT- AT SHERA 


FOR RESERVATIONS CALL ANY SHERATON HOTEL WORLDWIDE OR CALL BANGKOK (66-2) 2363535 e BRUNEI (673-2) 44272 è MANILA (63-2) 522-10-11 e PHL 
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Royal Orchid Sheraton 
TTLE THINGS MEAN A LOT: AT SHERATON LITTLE THINGS MEAN Hotel & Towers 


The hospitality people of Tw 





6) 391123 e SINGAPORE (65) 7326000 è OR CALL THE HOTEL ON TEL: (66-2) 234-5599, 237-0022 FAX: (66-2) 2368320 © TELEX: 84491, 84492 ROYORCH TH 
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Your local Commonwealth Bank is computer-linked to 1250 branches across Australia. The only place where you'll find one 
of the world’s weirdest creatures, the Platypus (Ornithorhynchus anatinus). A duck-billed mammal that lays eggs, suckles its 
young and scratches around for food in the beds of our rivers. © Sydney (Head Office), 61(2)227 7111. © Chicago, 1(312) 876 1200. 
Ò Frankfurt, 49(69)290166. Hong Kong, 852 8447500. ©London, 44(1)6000822. 
OLos Angeles, 1(213)6894702. New York, 1(212)8489200. Singapore, 65 2243877. 
© Tokyo, 81(3)213 7311. 






























Olli in the doldrums 


OR the 13 eee countries of 
OPEC, spring is rarely sweet. This year 
it has been especially sour. In the four 
months to January oil prices rose by a 
quarter. Now those gains have been more 
than lost. By mid-April the price of a bar- 
rel had tumbled $6 from January's $22 
peak (see chart). A fall of that size is equiv- 
| alent toa cut of more than $100 billion 
E he world's annual fuel bill. 
‘here are several reasons why the oil 
AL. price has fallen. During the northern 
— hemisphere's winter, oil stocks usually 
dwindle; this year, thanks to warm 
weather and slowing economic activity, 
they rose. Events that left OPEC smiling 
last year—like lower Soviet and British oil 
output, and a European drought which 
~ cut hydro-electric generation and supplies 
of cooling water to France's nuclear- 
power stations—are now history. 
All this ought to have been good for, 
say, a $2-3 springtime fall in oil prices. The 
decline has been doubled because of the 









































Cray and supercomputers 


Perilous descent 


F YOU are at the summit already, there is 
only one direction to go. For years, Cray 
Research has been a symbol of America's 
technological pre-eminence, extravagantly 
devoting itself to the creation of the world's 
most powerful computers and shunning the 
hurly-burly competition of the rest of the in- 
dustry, Now, with sales growing slowly and 
anese competition gathering pace, Cray 
has chosen the stony path down from 
supercomputers. 
On March 29th Cray agreed to buy a 
small, sickly California-based company 


called Supertek, which makes cut-price - 


supercomputers known as mini-super- 
. computers. Cray hopes that by acquiring 
Supertek it can hunt more effectively for 
new customers. Compared with the special- 
ised market for the mighty supercomputer, 
however, the market for mini- 
supercomputers is much larger and more 
conventional: here, price matters as well as 
performance. This is unfamiliar to Cray, no 
perfectionist about cost-control. 
Nevertheless, Cray has little choice but 
to dip its toe in the industry's mainstream. 
Although the company makes twenty-first- 
century machines, it is stuck with com- 
merce's oldest problem: a shortage of new 
customers. Cray grows by selling new, still- 
more-powerful machines to old customers 
such as universities and government re- 
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nonchalant way OPEC's members treat 


their cartel. OPEC's self-imposed quotas 
are both disputed and disregarded. When- 
ever oil prices begin to recover, its mem- 
bers boost their output in order to pocket 
extra revenue and grab market share from 
fellow carteliers. This leap-frogging invari- 
ably causes an even bigger output surge, 
which in turn brings falling oil prices. 
OPEC is now pumping more than 24m 
barrels a day (see chart), 2m more than a 





search ínstitutes. Yet each generation of 
supercomputers grows more expensive to 
develop. | 
Cray invested 18.296 of its sales of 
$785m last year ir R&D, even though its net 


earnings almost halved. The company 


claims that the computer industry's average 
R&D spending is only about 896 of sales. 
Meanwhile pressure from Japan is mount- 
ing. Although about four-fifths of the 


world's existing supercomputers have been 


. made by Cray, its market share of new sales 


has fallen to about two-thirds. The Japanese 
giants—Fujitsu, Hitachi and NEC—have 
vast electronics businesses. They can afford 
to sacrifice profit margins to sell 
supercomputers for prestige and to tickle 
the fancy of their brightest engineers. 

.. Unable to make money, Control Data, 
which Cray's eponymous founder, Mr Sey- 
mour Cray, left in the early 1970s, dis- 
banded its ETA supercomputer arm last year. 
Cray, too, decided something must be done. 
In May Mr Cray and his research team left 
the company (with some money from Cray 
Research) The risks of developing his 
hugely expensive Cray-3 supercomputer 
went with them. 

Now Cray Research has come up with 
the second part of its plan: to persuade mini- 
supercomputer users to buy a genuine, top- 

of-the-line supercomputer. It is particularly 
keen on folk like car companies and 
pharmaceutical firms that already use mini- 
supercomputers to help them in their prod- 
uct development. Cray will tempt potential 
supercomputer customers with cheap 


awoken OECD countries’ interest in con 
servation on a scale not seen since the two 





world nage with stored oil can were | 
Even if the oil ministers of Saudi Arabia 
Kuwait and the UAE, who met in Jeddah 
on April 18th, can eventually persuad 
members to tighten the taps, output wil 
creep up again once prices rise above 
OPEC's $18-a-barrel reference. Then th 
whole charade wili start once more. k 

- Ah, say oil bulls, but surely demand . 
will soar in the 1990s? Not pepsin | 
This year OECD consumption (70% of the: 
world’s total) will rise by only 1%, perhap: 
less—the smallest increase since 1986's 
price collapse. Nascent greenery has re- 


oil shocks of the 1970s. The prospect for: 
long-term energy supplies still looks good: 
last year the world discovered 51⁄2 times a: 
much oil as it consumed, and gas reserves | 
are soaring. OPEC's oiloutput capacity is 
set to rise by 6m or so barrels a day by the 
mid-1990s, keeping pace with likely de 
mand growth; non-OPEC oil production: 
will climb steadily throughout the decade. 
As a result, real oil prices are more likely. 
to fall than rise. OPEC's third coming m 

as remote as ever. : 











Supertek mini-supercomputers, which sedi 
for as little as $250,000, and then encourage 
these new customers to invest later in 
much more powerful supercomputer, whi 
costs from $2m to $20m. | 

Now for the bad news. Supertek i is on 
the verge of bankruptcy. It shipped only 1 
of its first model. Its rivals claim tha 
Supertek's machines were poor value: 
money. Cray is interested in the progr 
that Supertek has made towards a seco 
model, which will save it six ornine month 
in developing a mini-supercomputer of its 
own. Yet that raises the hardest questio 
all: can a company like Cray, accustomed 
sparing almost no expense in the pursu 
computing performance, suddenly 












Super Seymour 





















Berlommancel 
Of start-ups moved into the mini 


f prices and propaganda. Many—such as 
Multiflow of Connecticut and Scientific 
-omputing Systems of  California— 
lropped out. Those that are left are either 
jig like Digital Equipment, or they have 
een pared to the bone like Convex Com- 
uter of Texas, or Alliant of Massachusetts. 
hat Cray has chosen to compromise its 
onely pre-eminence by venturing into a 
towded and cut-throat segment of the com- 
) uter industry is more a measure of the com- 
anys plight than of its confidence in know- 
ng where it is going. 






























je Mas new products 
At the unstrain'd 
mercy of quality 


S global competition intensifies and 
-A cross-border alliances proliferate, rival 
products tend to become more alike. In the 
car market, brands of family hatchbacks 
have become almost indistinguishable. This 
ts happening while customers are demand- 
ing more, not less, distinctive products. So 
advertisers are telling manufacturers that 
they need to place greater emphasis on the 
overall “experience” of owning their prod- 
uct—such features as the finish and feel of 
‘materials, detailing and reliability. 

- This is awkward. A product which will 
be marketed on the quality of its design’s im- 
plementation, rather than just on the qual- 
ty of the design itself, calls for different 
toduct-development skills. Ina study of the 
orld car industry, Mr Kim Clark, a profes- 
or at Harvard Business School, identifies 
several of them. They will have to be applied 
3. products as diverse as fiddles and fax 
chines. 

-A key skill, says Mr Clark, is what he 
ls process and product i integrity. This has 





M product’ s bits fit together more easily. Reli- 
If not, it will fail. In the late 1980s a a me | 


Supercomputer market. The result was a war- 


eanings. The first is internal: making 


able, high-quality products tend to have 
fewer components than their rivals do. They 
are also easier to manufacture. Japan’s mak- 
ers. of electronic typewriters replace bolts 
and screws wherever possible with less trou- 
blesome snap-together components. The 
second is external: ensuring that a new 
product closely matches customers' expecta- 
tions. Ás customers start to take function 
for granted (any modern car will cruise at 80 
mph), salesmen have to stress quality and 
reliability. 

European manufacturers like BMW and 












: in design, but Tapátese 
manne usualy score. highest on 
product reliability and quality. They may 
not all deserve to. Mr Clark finds that there 
are wide variations among Japanese manu- 
facturers. Compared with their western ri- 
vals, all are faster, more efficient and better 
managed developers of new products: but 
this does not always bring products of 
higher quality and reliability. 

What distinguishes companies that con- 
sistently churn out high-quality products? 
Simple: they are good at actually making 
things. New-product development requires 
more than a Big New Idea; it calls for a lot of 


I’m bigger and better than you 


NDUSTRIAL countries are obsessed 
. with their standing in the world eco- 
nomic league. Americans are terrified 
that they are slipping behind the Japa- 
nese. ltalians proudly proclaimed il 
sorbasso (crudely translated: yah boo, 
I'm richer than you) beyond Britain in 
1987, when a rearrangement of | 
their GDP figures made things 
look that way. This year Britain 
and France have been arguing 
about their positions in the IMF's 
pecking order, in which Japan is 
moving up from number five to 
number two (behind America). 
France is miffed at-being de- 
moted from fourth to fifth place, 
and thus still being behind small- 
| er Britain (now number two but 
soon to be number four). 

IMF quotas are determined by 
the sizes of GDP, of trade and of 
official reserves. That allows it 
sufficient varieties of measure to 
make diplomatic fudges. Lots of 
other figures for fudgers can be 
called into play. There is no ques- 
tion that America has the biggest 
GNP, the Swiss the highest GNP 
per head and that Japan has lent 
most to the outside world. But 
every nation enjoys the top slot 
in something, even if (like Spain) 
that something is the industrial world's 
highest unemployment rate. 

Our patient statisticians have scoured 
through figures for the 24 OECD coun- 
tries. Some seem to top the table time af- 
ter time: America because of its size, Swe- 
den because of it socialism. Sweden has 
the highest figure for public spending, 
taxes, social services and, oddly, also for 
individual share ownership. 

Anybody doubting West Germany's 
economic prowess need look no further 
than its beer consumption per head— 
the highest in the world. Turkey is the 








poorest OECD country, but it grew the 
fastest in the 1980s. Britain? Recent La- 
bour adverts have emphasised that it has 
had the fastest rise in interest rates in the 
OECD in recent years, and the biggest fall 
in its share of world trade in manufac- 
tures of any country in the 1980s. 


that Britain has the highest spending per 
head on records, tapes and CDs. 

France reels in with the highest alco- 
hol consumption per head in the OECD. 
Iceland has the largest number of sets of 
the game Trivial Pursuit per head of any 
country in the world (all those cold, dark 
winters). This means that all Icelanders. 
should know the answer to the question - 

"which nation tops the eating league?" It. 
is the Irish, who consume more calories - 
per head than the guzzlers of any other 
OECD country. 


| 
| 
| 
Thatcherites can respond more tinnily 
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We doubt it For the time being, international 
companies like yours will continue to suffer the 
inconvenience of separate currencies in every major 
E: market i in the world. 








Companies operating in multiple countries face 
significant currency conversion problems, like when it _ 
comes to consolidating accounts from New York, - 
. Tokyo and London. How great an obstacle this is 
depends on your choice of financial management _ 
miM a 




















To receive a report on the financial management 
-alternatives adopted by international companies, just 
clip your business card to the coupon. It could change 
your outlook on the world. 








Company: 
Position: 
Address: 
Telephone: 
1 would; run Sun stems on: 
IBM Mid Rangel] DEC Mini[ ] UNIX Supermicro] PC “oF 
as Mailt to 9 neare: ' SunSystems office 
! PO Box $7 © 
Crows Nest 
NSW 2065 
Australia : 
Tel: (02 ) 906 3012 






















































































































w product's parts have to be designed; 

en production tools and dies have to be 
signed too; then all of them have to be 
oduced and tested, first individually, then 
sub-assemblies and. finally as a complete 
ol or product. The process must then be 
peated while flaws are ironed out and 
xlifications built in. Computer modelling 





-Japanese catma ers até ewifter at all this 
n Europeans or Americans: the lead time 
a large body-panel die in Japan averages 


ie companies—those producing the 
ghest quality products—are five times 
er than their overseas rivals at actually 
iking the die or tool. This is what gives 
em a huge lead in product development. 


Selling tobacco 


the marketing skills of Philip 


"OBACCO is now the most vilified and 
restricted legal product in the western 
world. Blamed for m of deaths, 
banned from many airline flights and public 
places, its advertising and packaging se- 
verely limited, selling tobacco has become a 
marketing man's Mount Everest. By the end 
of 1990 few of tobacco's biggest 50 national 
markets will be entirely free from restric- 
tions; advertising could be banned com- 
pletely in some 20 of them. Although to- 
bacco still generates huge profits, promoting 
and selling it to an ever warier public is now 
ike scaling a smooth rockface: one false step 
ind a marketing campaign can disappear 
hto the abyss. 
< And yet Philip Morris, the world’s lead- 
ing cigarette company, has thrived in this 
ostile climate. While competitors have fal- 
d, Philip Morris has grabbed market 
are, increased profits and escaped largely 


tismoking lobby. Earlier this year the 
pany was voted the second most ad- 
ired company in America in a poll of 8,000 
merican executives by Fortune magazine. 


This i is a remarkably adept performance 
r a company selling a product which most 
rts loudly proclaim can kill vou. In 1989 
1.9 billion, most earnings still c coming from 


096, and its sales in Europe 
ya year over the same pe- _ 


building and tool-mak ind. The 


: help ped, but has not altogether elimi- 


months, compared with 28 months in- 
ope and 25 in America. But the best Jap-. 


cathed from the attacks of the vociferous . ~ 


lip Morris's net profits climbed 26% to 


bacco. Since 1982 the company's share of -| 
E American pm at market has risen 


ix 


— This is partly because American and (to 


a lesser extent) European carmakers are of- 
ten at odds with their tool-making subcon- 
tractors. Japanese carmakers treat theirs as 
partners, But in those lapanese companies 
that make the highest-quality and most reli- 
able products, the key is the simplicity and 
ability of manufacturing at this develop- 


ment stage: fewer dies, fewer engineering 


modifications made after the initial die de- 
sign is set, production processes pared to the 
bone, bureaucracy pared too. 

Mr Paul Cook, founder and chief execu- 
tive of Raychem, an American cables and 
electronics group, sums up the competitive 
advantage of such. Japanese companies in 
the latest issue of the Harvard Business Re- 
view. They are, he says, able to “master the 
drudgery” of implementing new ideas. This, 
unlike the Big New Idea, is unglamorous. 
But it sells. 


Defending the rights of Marlboro Man 


Public hostility and aba restrictions. seem moniy to have sharpened 
orris 


Philip Morris has kept sales and profits 
growing by directing its heavy advertising 
($500m a year in America alone) and pro- 
motional spending with almost surgical pre- 
cision. It has avoided the clumsier attempts 
of its rivals to reach as wide an audience as 
possible with broader campaigns. 

The company has also carefully nursed 
Marlboro, its main brand, at a time when 





i othet companies have had trouble establish- 


ing new brands with Marlboro's target audi- 
ence of 18-30-year-olds, because of ever 
tighter restrictions on advertising. Marl- 
boro's share of the world market has risen 
every year since 1965, sales last year reached 
$9.4 billion. It is also the world's most prof 
itable brand of non-durable consumer good, 
surpassing even Coca-Cola. 

Philip Morris has cleverly transformed 
Marlboro's famous cowboy from a standard 
macho image into an icon of sturdy inde- 
pendence, the kind of person who "chooses 
to smoke" and a quiet defender of free 
choice. In contrast RJR Nabisco, Philip Mor- 
ris's main rival in America, has seen the 
market share of Winston, its flagship brand, 
decline sharply as the company fiddled re- 
peatedly with its image. 

Philip Morris has also become expert at 
winding its way round advertising restric 
tions. The company was one of the first t 
use lighters and other non-cigarette prod- 
ucts to promote its brands in the late 1970s. 
Unlike rivals, however, Philip Morris sold 
such trinkets rather than giving chem away, 
making them into a fun status item as well as 
escaping the censure of government ad- 
vertising watchdogs. 

The company has also chosen to spon- 
sor individual sports like Formula One mo- 
tor racing or women's tennis. These reach a 
smaller TV audience but convey a healthier 
or more glamourous image than team sports 
which appeal to the masses, such as football 
and baseball, supported by other tobacco 
companies. 

Like other cigarette companies, Philip 
Morris has aimed a good chunk of its mas- 
sive budget for new brands at women, 
blacks, the poor and the young—still 
growth markets in the developed world. Yet 
the company has managed to avoid the pub- 
lic outcry that was provoked last year whe 
RJR's plans for promoting new brands to tł.. 
very same groups were leaked to the press. 

Thanks to Marlboro, Philip Morris al- 
ready holds 67% of the under-25s market in 
America. So it can afford to move more 
slowly and carefully into new markets than 
companies such as RJR, whose older custom- 
ers are more likely to die, cut back or move 
to a cheaper brand. 

Philip Morris is willing to take a higher 
profile when it can associate itself with posi- 
tive causes. In America it has always been 
one of the industry’s heaviest contributors 
to political campaigns and action commit- 
tees. Last year it spent in a controver- 
sial campaign to celebrate the 200th anni- 
versary of America’s Bill of Rights. 
Unfortunately for tobacco companies, the 
Bill of Rights does not say much about the 
right to smoke. But emphasising civil liber- 
ties is a characteristically crafty move for a 
company which depends on beleaguered 
smokers form most ofi its i pronis 








GATT BRIEF 


The American connection 


The General Agreeme 
growth of global pros; 
barriers. But GATT 







SUM round of talks 
| trade liberalisation, the 
most complex and far-reaching 
ever undertaken, is due to end in 
December after four years of 
talking in the Gatr, the world 
hody dedicated to. teducing trade 
rie CCeSS - mean 
| nd Bur trade, with bene- 
fits for all. Failute could mean 
the fragmentation of the world 
trading system into warring trad- 
ing blocks, with damaging, per- 
haps catastrophic consequences. 
Which way things go depends 
crucially on America, the domi- 
nant voice in GATT and the Uru- 
guay round. Ominously, it is not 
setting a good example. _ 

The GATT system, fashioned in 
1947 chiefly by American and 
British officials, depends on 
three supports: 
€ A code of fair trade conduct— 
the general agreement itself, a 
treaty which enshrines the prin- 
ciple of non-discrimination in 
trade. Members must provide 
the best trade terms available, by 
treating all others as they. treat 
the “most favoured nation". 

The progressive liberalisation 
vot trade through successive, mul- 
tilateral bargaining rounds. 

@ The settlement of disputes by 
reference to GATT rules. 

GATT can claim a good deal of 
success. Seven completed trade 
rounds, all of them initiated by 
America, have slashed tariffs 
(the only form of protection per- 
mitted under GATT rules) from 
an industrial-country average of 
4096 in 1947 to less than 596 to- 
day. The volume of world trade 
in goods has grown ten-fold 
Since GATT's creation, rising by 
6% a year since 1983. GATT mem- 
bership has risen from the 23 
founders to 96 countries today, 
who together account for almost 
9096 of world trade. 

Nevertheless, the general 
agreement is looking threadbare. 
By common consent the 43-year- 
old rules are no longer up to the 
job of regulating the world’s 
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erity for 40 years by helping to reduce trade 
TT's survival now depends on the success of the 
Uruguay. round of trade talks which finish this year. In the first of 
three brie nG TT, we examine the role of America, GATT's 





trading system. As tariff walls 
have tumbled, other less visible 
forms of protection have taken 
their place, such as awkward 
quality and safety standards, dis- 
criminatory public purchasing or 
obstructive customs procedures. 
So too have "voluntary" re- 
straints that circumvent GATT. 
Nearly 250 of these “voluntary” 


export restraints and market- 


sharing arrangements  (essen- 
tially quotas) were in force last 
year. The United States and the 
European Community have the 
keenest appetite for such pacts, 
usually aimed at restraining Japa- 
nese and other Asian exporters. 


America and the EC are also - 


under fire for over-assertive use 
of anti-dumping and counter- 
vailing duties, levies which GATT 
allows to protect domestic indus- 
try from the predatory pricing or 
unfair government subsidies of 
foreign competitors. But many 
Asian exporters claim they are 


| being harassed by an anti-dump- 


ing crusade that amounts to dis- 
guised protectionism. Both sides 
want new and clearer rules. 

An increasing amount of 
trade, perhaps as much as a 


third, is conducted outside GATT 
rules. The multi-fibre arrange- 
ment, which limits third-world 
exports of textiles and clothing 
to the West, is the only permit- 
ted bundle of trade restrictions 
under GATT. But GATT rules on 
agriculture are too fuzzy to be ef- 
fective and in other areas, such 
as services, there are no rules at 
all. Yer services—banking, insur- 
ance, consultancy, telecommuni- 
cations, transport and the like-— 
now account for over $600 bil 


lion of international trade, com- 
pared with merchandise trade 
worth $3.1 trillion in 1989, and 
their share is growing rapidly. In 
the United States services. ac 
count for 7696 of all employment 


and over 9096 of new jobs. 


Free-trade areas and customs 
unions, which give better terms 
to members than to outsiders, 
have proliferated. GATT rules 
stipulate that trade blocks which 
demolish trade barriers inter- 
nally must not raise them exter- 
nally. But it has no proper en- 
forcement mechanism | to 
prevent the emergence of a "for- 
tress Europe" if the ec's 1992 


‘single-market programme veers 


that way, nor for that matter a 
“fortress North America” if 
Canada, the United States and 
Mexico were to arrange pref 
erential terms for the trade they 
do with one another. 

The pattern of world trade 
(and trade politics) has shifted 
dramatically. America is no 
longer the workshop, granary 
and intellectual powerhouse of 
the world rolled into one, 
though last year it regained its ti- 
tle as the world's biggest goods 


-rules to limit restrictions on 


year. Countries are bot 



















































exporter, from West Germar 
after three years as number 
Faced with tougher competit 
especially from East Asía, i 
tries in America and E 
have been quick to cry foul. 
ernments on both sides « 
Atlantic have been tempt 
opt for unilateral, national 
dies to perceived grievances, 
cause GATT’s disputes procedi 
are slow and cumbersome. ' 


Opening the world 
In September 1986 in Punta 
Este, Uruguay, GATT memi 
launched the Uruguay rour 
trade negotiations, the eight 
GATT's history, and by fa 
most ambitious. Its 15 neg 
ing groups are dealing. no 
with the traditional issues 
iffs and non-tariff barriers 
with a major recasting of 
rules (see box on next page) 
object is to extend fair-trad 
ciplines and to liberalise trad 
virtually all goods and servic 
as well as to strengthen GATI 
authority with better disputes 
procedures and regular surve 
lance of members’ trade policies. 
The round, which has 105 par 
ticipants (GATT members plus 
some developing countries plan 
ning to join), is due to end in D 
cember 1990 with a minister 
meeting in Brussels. = — = 
Once again America hàs een 
the country which has taken. 
initiative. and largely set. the 
agenda, insisting that the r 
tackle agriculture and new iss 
such as services trade, intelle 
tual property and rules on : 
eign investment. | 
America’s radical Saat to 
ish agricultural export subs 
within five years, and virtualh 
other farm supports vithi 
is unlikely to be ; 


previously immovable Ec to 
about reducing the $275 bi 
which rich countries spen 
year on farm supports. ` 

America's blueprint for. 
vices-trade agreement to p 
the GATT rules on merchar 
trade has served as the mod 
a draft agreement now unc 
cussion. Other trailbk 
American proposals irn 


eign investment such as r 
mum local-content requireme: 
and to curb the piracy of intel 
tual property (patents, co 
right, trademarks, microchip 
signs) which is reckoned: t 
costing America $60 bill 

















's proposals, unveiled since 
ast summer, have shoved the ne- 
otiations forward, pulling along 

en countries like India and 







| l e: trade really 
tends beyond the limited hori- 
ns of Washington's lobbyists. 


nefits in liberalisation and bet- 
rules, America has forced the 
ce. Where so-called "sensi 
" industries are involved, the 
«tiles and farm goods critical 
r developing countries, Amer- 
| has dragged its feet. 

Trading partners also point to 
nerica's flouting of GATT rules, 
especially action under section 
1 of the 1988 Trade Acr, 
hich can require American re- 
lation against countries 
eemed “unfair” traders who do 
not agree to mend their ways. Ja- 
pan, Brazil and India were sin- 
gled out last year by Mrs Carla 
. Hills, America’s trade represen- 
tative. Decisions on Japanese 
.and Indian "offences" are due in 
June, just as the Uruguay round 
s coming to a head. 

Under Garr rules no country, 
- however affronted, can retaliate 
 unilaterally. If a trading partner 
is found by an independent 
panel under GATT's disputes pro- 
cedure to have broken the rules, 
ind refuses to put the matter 
right, the aggrieved country can 
k other GATT members to au- 
orise compensation. In prac- 
se this has been granted only 
nce (and not used). 

Ironically, Canada and the Ec 
me close to securing the right 
"initiate reprisals against the 
nited States for its failure to 
plement a ruling by a GATT 
panel against a discriminatory 
merican oil levy. Congress 
ventually agreed to scrap the 
evy late last year, some 21⁄2 years 
after the panel made its ruling. 
nother judgment in 1987, 
hich called on America to 
hange its system. of charging 
s on imports to pay for Ameri- 
; customs service, has still not 
n implemented. Contrast 
is with the mere 12 months' 











lateral trade sanctions in rows 
with Brazil over pharmaceutical 
patents and with the EC over hor- 
mones in beef. Against all GATT 
rules, America has also refused 
to change its own patentin- 
fringement procedures, which a 
GATT panel ruled discriminated 
unfairly against imports. Quite 
illegally, America says it will 
change its procedures only when 
the Uruguay round reaches an 
agreement for tougher protec- 
tion of intellectual property. 
Small wonder then that some 
GATT members are asking them- 
selves why they should agree to 














































products. 
















tariff barriers. 









of-payments reasons. 

















them. 












speedier and more effective. 












ings, 


Fund and the World Bank. | 


trade in services. 





| Uruguay round negotiating goals 


1 Tariffs: Overall cut of one-third. 

2 Non-tariff measures: Reduction and elimination. 
3 Natural resource-based products: Liberalisation of 
trade in fisheries, forestry, non-ferrous metals and minerals 


4 Textiles and clothing: Phase out the multi-fibre arrange- 
ment and bring textiles trade within normal GATT rules. 

5 Agriculture: Reduce farm subsidies and other forms of 
support tied to production and open up domestic markets. 

6 "Tropical products: Tariff cuts and elimination of non- 


7 GATT articles: Redrafting of some rules such as third- 


world exemption from the ban on import controls for balance- 


| 
8 GATT codes: Strengthening GATT's voluntary codes such 
as those on anti-dumping and technical barriers to trade. | 
9 Safeguards: New rules governing emergency protection | 
against imports, including disciplines on (or elimination of) 
"grey area" measures such as voluntary export restraints. 
10 Subsidies and countervailing measures: Tightening 
disciplines on subsidies and measures taken to counteract 
| 


11 Intellectual property: A comprehensive agreement cov- 
ering standards and principles of protection for trade in ideas. 
12 Investment measures: Possible new disciplines to curb 
trade-restricting conditions on foreign investment. 

13 Disputes settlement: Measures to make the process 


|. 14 Functioning of the GATT system: Trade-policy review 
of members already instituted, more frequent ministerial meet- 
better co-operation with the International Monetary 


15 Services: A general agreement applying fair-trade rules to 






















America's plea for tougher GATT 
rules when America does not 
consider itself bound to respect 
the existing ones. And they ar- 
gue that America's delaying tac- 


tics in accepting and implement- 


ing GATT rulings make a 
nonsense of the disputes settle- 
ment procedure, which America 
says it wants to beef up. 
America’s delay in changing 
its patent-infringement proce- 
dures has created a damaging 
precedent for other countries 
which dislike GATT judgments. 
Already the Ec and Canada have 
followed suit by linking required 
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on on soyabean subsidies 
import restrictions for ice 
cream and yoghurt (both Ameri- 
can complaints) to the outcome 
of the agriculture negotiations. 

America's trade officials are 
not apologetic. The Uruguay 
round, they claim, is the Bush 
administration's top trade prior- 
ity. But until adequate interna- 
tional rules exist for the $1 tril- 
lion of trade that now goes 
undisciplined by GATT rules, they 
say, America will continue to use 
sanctions or the threat of sanc- 
tions to defend American inter- 
ests, prise open markets (Mrs 
Hills’s famous “crowbar’’) and 
further American objectives in 
the Uruguay round. 

“We are totally committed to 
the maintenance of an open an4 
fair trade policy", insists Mr Ri 
fus Yerxa, America’s ambassa- 
dor to GATT, adding that the task 
of the Uruguay round is to create 
the conditions which would 
make resort to unilateral and bi- 
lateral solutions unnecessary. Mr 
Yerxa also claims that America is 
one of the most open economies 
in the world. It takes over 50% of 
the manufactured exports of 
developing countries, for exam- 
ple, compared with less than 
30% for the Ec and 8% for Japan. 

What Mr Yerxa fails to point 
out is that while other countries 
are moving in the direction of 
liberalising trade, America is go- 
ing into reverse. A report last 
December on American trade 
policy compiled by GATT econo- 
mists noted that American barri- 
ers had increased over the past 
decade, despite presidential 7^- 
sistance to more extreme mt 
sures. On one estimate, the pro- 
portion of America’s imports 
affected by significant barriers 
has doubled to nearly 2596 since 
1980. 

On March 1 1991 the admin- 
istration's "fast track" negotiat- 
ing authority for the Uruguay 
round—it allows the President 
to seek a simple yes or no from 
Congress—expires. Unless Mr 
Bush can present a satisfactory 
trade package before then to a 
Congress that is sceptical and 
suspicious of GATT, all the talk- 
ing over the past four years will 
have been in vain. It would be 
sad, and bad for the world trad- 
ing system, if the threat of a Con- 
gressional veto, rather than a 
positive belief in the virtues of 
free trade, were to be America's 
trump card between now and the 
end of the Uruguay round. 
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Zapping Japan's non-banks 


TOKYO 


N THE best traditions of bureaucratic 
turf battles, Japan's snooty finance minis- 
try has long resented the role of the Ministry 
of International Trade and Industry (Miti) 
in the regulation of the country's non-bank 
banks. Because leasing companies, credit- 
card firms and consumer-finance outfits 
were involved in the plebeian practice of ex- 
tending credit to the individuals who were 
neath big banks' dignity, the non-banks 
ve, for historical reasons, fallen under the 
remit of MITI, not the finance ministry. For 
its part, MITI has been ready to give its 
charges more freedom than the finance min- 
istry would ever allow, and has guarded that 
freedom jealously now that the big banks are 
moving into consumer banking. 
To the finance ministry s delighted snig- 
gering, the prime minister, Mr Toshiki 
Kaifu, has now decreed that non-banks 
should be given a blast of regulation because 
they have been putting too much money 
into Japan's rampaging property market, 
and because some of their activities swell the 
money supply and so risk making inflation 
worse. The finance ministry sees all this as a 
heaven-sent opportunity to bring all of Ja- 
pan’s financial institutions under its aegis— 
and to do down the trade and industry min- 
istry at the same time. 

The non-banks’ total loan business is 
still modest. But it is growing at a phenom- 
enal pace: up by 32% last year to ¥68 trillion 
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($480 billion), after a 44% rise the year be- 
fore and 45% in 1987. Much of their new 
business has been with property developers. 
Lately, the non-banks have been lending 
more than ¥1 trillion a month to develop- 
ers. In contrast, the commercial banks have 
been leaned on by the finance ministry to 
cut back from the ¥47 trillion of property 
loans they made last year, 14.1% up on 
1988's level. 

When the leasing and consumer-credit 
firms rushed to fill the gap, they were at first 
regarded by other banks with mild amuse- 
ment. Much of their money for property fi- 
nance came through the backdoor, from the 
banks themselves. After being told to cease 
lending to developers, the national commer- 
cial banks simply raised their lending to the 
leasing and consumer-credit companies 
instead—by an estimated 30%. Little won- 
der that the finance ministry became out- 
raged when the numbers revealed that, de- 
spite the warnings, total lending to the 
property industry had risen sharply, instead 
of going down. So new weapons were 
mustered. 

@ The prime minister announced a plan 
aimed at stemming the flow of speculative 
money into the property business. 

e The finance ministry followed this with 
credit controls on the big banks, requiring 
them to report all lending to property firms, 
construction companies and, especially, to 


growth. 
€ A study group was set up within the 


vising counter-measures against the no 


. banks’ lending. The finance ministry's ob 
-jective is to bring the wayward lenders o 


to be allowed to issue commercial: 


chip companies to issue such paper. 


affiliates will soon be allowed to offer instal- 


' banks $160m. 


non-bank financial institutions. The 
banks have been told to keep their g 
in property loans below their overall loar 











nance ministry with the sole purpose of 





banks. The group, which meets for the fi 
time next week, will investigate the no 








own heel within a year. 
e The non-banks had their second 1 









turned down flar. Last summer the fin: 
ministry was willing to relax the rule 


allowed only the banks and some 450 bli 




















































tention was to let non-banks and other cor 
panies start doing likewise this ye 
Officials blame the banks' intransigence fo: 
their change of heart. Aggressive non-ban 
financial institutions, like Orix, a huge Jes : 
ing company, suspect otherwise. 24 
@ Then came bad news for the consumer 
credit companies. The finance ministry has. 
told the banks that their own credit-card. 


ment credit. At present only consumer- 
credit firms—Nippon Shinpan, for 
stance—may allow their customers to: pa 
for credit-card purchases by monthly insta 
ments. Holders of bank-issued credit card 
must clear their debt at the end of eac! 
month. Blaming pressure from American. 
trade negotiators, of all things, MiTI will 
grudgingly let the banks' affiliates into 
instalment-credit business from early th. 
summer. | ! 
The non-banks are already looki 
badly bruised. The government" s get-toug 
attitude has coincided with rising in 
rates in Japan and problems with loans 
leveraged buy-outs in the United St 
The bankruptcy of Drexel Burnham 
bert early this year barely affected. J pa 
big banks, but it has cost the coum ; 


The climbing cost of capital is: 
still more. The non-banks have seen 
average cost of money go up by two fu 
centage points over the past six mot 
Not allowed to take deposits or to issue 
mercial paper, non-banks can get hol 
large amounts of money only by t 
bank loans. Hitherto, big non-banks 
been able to borrow at the e itil rim 
rate, or even slightly less. Now the 
on: not only are rates higher, but the nc 
banks are being made to pay at leer fi a 
point over prime. Orient, the mos 
able consumer-credit company in Jz 


































lor every one-pointi increase in interest tates. 
That is bound to have hit its profits. 
Being so sensitive to interest rates, prac- 
tically all of Japan’s non-bank institutions 
ve seen their share prices plummet even 
rther than the Tokyo stockmarket aver- 
age. Credit Saison, the pioneering finance 
m of the giant Seibu Saison retailing 
group and a bellwether of the non-banking 
isiness, has. suffered a 44% drop in its 
are price—nearly twice as much as the 
ockmarket has fallen—since peaking on 
bruary 7th. Analysts believe the con- 
Imer-credit company deserves better, hav- 
recently restructured its business so as to 
depend less on. income from interest and 
ore from fees. The market is a sight more 





| The Eas [dine and EEE 
mpanies have begun to think that the 
y remedy is to tie up with other financial- 
ice firms-—-and brokerage houses in par- 
cular. Daiei Finance, an affiliate of Japan's 
gest supermarket chain, Daiei, took a 
stake last week in Nihon Kycei, a small se- 
curities firm. It plans to open brokerage 
counters in 190 of its parent’s stores. Its ri- 


| A strong undertow 


RITISH & COMMONWEALTH 
(B&C), a financial-services group, has 
. sprung a nasty post-Easter surprise on its 
^ onceadulatory and now long-suffering 
shareholders. On April 17th the strug- 
gling group announced that Atlantic 
Computers, the computer-leasing com- 
. pany it bought less than two years ago for 
s £416m ($711m), was being wound down, 
- and that a write-off of £550m would be 
* made against the investment. Because of 
> this, the group said its shares would be 
suspended until its 1989 annual results 
are released, on a date not yet set. Betting 
“on how long the shares will trade after 
| that is now the City of London's most 
" popular gamble. 

Battered by volatile interest rates and 
some rash acquisitions, B&C has had a diz- 
zying fall. In 1987 it boasted a market cap- 
italisation of £2.2 billion and pre-tax prof- 
its of £145.5m in 1987. Today it has a 
market capitalisation of £200m, a debt 
- burden of maybe £1 billion, and will be 
¿ducky to earn £50m this year. 

— Having to put Atlantic in the hands of 


Cea EI ht MORNIN HYS LV rar NA Hoi mat Rost) panna wean re aaan ip teta ek rite 


over B&C's survival plans. The company 
. says that by appointing administrators it 
has prevented Atlantic from contaminat- 
"ing the rest of the group. It will have to 
| =i that currency dealers: in Frankfurt 
and T 








‘administrators has cast a long shadow. 


too, now has à brokerage arm, Shinseiyo Se- 
curities, and a growing number of financial 
services counters in its stores. Orix has 
taken a 3096 stake in Commodities Cor- 
poration, a commodity-futures dealer based 
in New Jersey. 

With the government's plan, an- 
nounced last week, to free up the remainder 
of Japan's regulated interest rates by the au- 
tumn of 1993, the non-bank banks now 
know that the years of easy money, rapid 
growth and fat profits are gone. Already 
they are feeling the competition from lively 
regional banks. The heavyweights among 
the national banks are also in there, seeking 


.new individual customers to replace their 


corporate clients, which have deserted to 
the capital markets. Yet if Japan's non-bank 
banks play ball by ceasing their reckless 
property lending, the government will 
doubtless reward them with the right to is- 
sue their own commercial paper and other 
instruments. That is the time to watch out, 
as Japan's financial superstores really begin 
to market their wares. 





Mr John Gunn, the group's chairman- 
turned-chief executive, was planning an 
orderly disposal of assets in order to bail 
the company out of trouble. (Last month 
he sold the group's main fund-manage- 
ment arm, Gartmore, to France's Banque 
Indosuez for £143m.) With the Atlantic 
setback, his bankers are now unlikely to 
allow him more than 18 months to finish 
his auction. Such firesales rarely get the 
best prices. 

It is next to impossible to put an accu- 
rate value on British & Commonwealth. 
Mr Terry Smith at James Capel, a British 
brokerage, reckons it could be as low as 
10p a share, pani with the 53p at 





-. val, Credit Saison, has buch jad, a joint ven- | 
ture with America's Allstate Insurance. It, 
















The Treasury's 


real bills 


NEW YORK 


HE savings and loan (thrift) saga is no 

longer merely a question of the hun- 
dreds of billions of dollars that American 
taxpayers will ultimately be charged. The fi- 
nancial catastrophe is now casting a squid- 
ink cloud over America’s main debt mar- 
kets. First to be tainted is the Treasury-bond 
market. It is at last learning that the thrift 
debacle can no longer be ignored just be- 
cause its cost is, theoretically at least, being 
financed off the federal budget. 

Such off-budgetry is being done via a 
special government agency called the Reso- 
lution Funding Corporation (Refcorp). 4 
April 10th Refcorp held its second aucti... 
of 40-year bonds. Like the first attempt in 
January, the first sale of 40-year bonds by 
the federal government since the 1950s, this 
latest sale of $3.5 billion-worth of bonds 
flopped badly. They went at an average yield 


which the shares were suspended. B&c 
has a legal suit against London-based 
Quadrex, a securities firm, over its failure 
to fulfill an alleged agreement to buy 
M.W. Marshall, a money-broking subsid- 
iary that B&C acquired when it bought 
Mercantile House, a collection of finan- 
cial services, in 1987. If B&C wins the suit, 
Mr Smith reckons this would add another 
10p a share, valuing the group at £100m. 

To survive, British & Commonwealth 
will have to be shrunk drastically. Oppen- 
heimer, the remaining (American) fund- 
management arm, Hamptons, an -estate 
agency, and British & Commonwealth 
Merchant Bank will all probably be put on 
the block. That would leave mainly Exco 
and a few related businesses, bringing Mr 
Gunn full circle. He founded Exco in 
1981 before leaving four years later for 
British & Commonwealth. He pulled 
Exco into the group in 1986, paying over 
£670m for the privilege. 

The only big shareholders to have 
prospered mightily from this sorry tale are 
the Cayzer family. Their late Victorian 
forbears founded. British & Common- 
wealth as a shipping firm that carried 
goods and people between Britain and its | 
colonies. Five years ago the family gave 
control of the company to Mr Gunn's 
young Turks, and in 1987 sold nearly all 
of their 3196 stake, when the group's 
shares were worth a mighty £4.75 each. 
Provided they can boast the lack of senti- 
mentality of the Victorian industrialist, 
the Cayzers should be smiling. 
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Money 90 Hong Kong is Asias definitive finance and international 
exhibition. Celebrating 5 years of introducing financial advice to investors, it is the largest 





international financial forum in Hong Kong. E | 





At the1990 Hong Kong Money Show, exhibitors will be divided into 3 financial centres: 
Investment Opportunities, Financial Services and Alternative Investments, ond the Property ud 
Centre. v 


The new format will allow exhibitors to reach investors quicker and more cost effectively. An : 
expected 10,000 visitors with an average of HK$300,000 each to invest (based on research at 
Money 89) will quickly target those companies who can satisfy their needs. 
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The Money Show is a unique and valuable opportunity giving you a marketing edge in your 
financial promotion. 


So whatever your investment option, from unit trusts to pension schemes, property to life : 
insurance, vintage cars to computer services, take the right step to meet Hong Kong 

investors. Simply complete and retum the attached coupon or fax us on (852) 891 3831 for : 
more details. 
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4-7 October 
Hong Kong Convention and Exhibition Centre 








Organiser: Hi N G Hong Kong Trade Fair Group 
d 44th Floor, China Resources Building, 
KÆNG 26 Harbour Road, Hong Kong. 
TRADE FAIR Tel: (852) 573 6211 Fax : (852) 891 3831 





sponsored by: The Hong Kong General Chamber of Commerce 


Yes I want to know more about the Hong Kong Money Show. Please send me information 


























Now hospital staff everywhere are able to avoid 
one of the greatest hazards they face: 
overexposure to anaesthetic gases. 

A new equipment design uses an ingenious 


"double mask" which allows escaping gas to be 
effectively drawn away. Produced by Medicvent 
of Sweden, it relies on an advanced 
thermoplastic from Amoco Performance 
Products, Irc., called Udel* polysulfone. Tough 
and transparent with excellent thermal and 
impact properties, polysulfone is especially 
well-suited for all medical applications requiring 
steam sterilisation. 

And it's just one of the high quality materials 
Amoco supplies directly and through licensees 
and joint ventures. Materials Amoco supplies 
include isophthalic acid for use in corrosion- 
resistant pipes, tanks and irrigation systems; 
trimellitic anhydride for making viny! 
plasticisers; terephthalic acid for producing 
polyester; and polypropylene carpet backing. 

Innovation and exceptional materials. These 
are Amoco's most precious resources. 

For more information on our activities in Asia, 
write to Amoco Chemicals Far East Limited, 
16th Floor, Great Eagle Centre, 23 Harbour 
Road, Hong Kong. Telephone: 8328899; 

Telex: 75657 AMOCO Hx; Fax: 8381810. 


Amoco Chemical 








McCANN-ERICKSON 


The well-being of our passen- 


gers is the main objective of 


our work — our raison d’étre. 


And, in this connection, we 
don't make any qualitative 


distinction between the way 


we maintain our aircraft and 
the way we go about looking 
after you on the ground or 
inthe air. Anybody who knows 


us at all will hardly raise an 
eyebrow when they hear we 
consider our aircraft no less 
important than our passen- 
gers. They know that — with 
an annual investment of DM 
2 billion in the servicing and 
maintenance of the fleet, 
with the training of our pilots 
and ground crews, as well as 


We spoil our passengers as much as 
we spoil our aircraft. 


with our uncompromising 
safety standards — we are 
one of the world's leading 
airlines. And so, when we say 
we spoil you as much as we 
spoil our aircraft, you know 
what we mean. After all, what 
use is the loveliest smile in 
an aircraft that doesn't meet 
Lufthansa's standards? 


©) Lufthansa 






[ Shaking up America’s capital markets 


The Securities and Exchange Commission's "rule 144a” has raised 
high hopes of new business among American bankers. Probably falsely 


N APRIL 19th , America's Securities 

and Exchange Commission (SEC) 
met to approve an arcane amendment to 
its hefty rulebook. Normally such events 
are forgettable. This latest amendment, 
ule 144a; has caused a stir among 
int bankers. They reckon that it 
t > biggest upheaval in America’s 
markets since fixed commissions 
urities dealing were abolished on 
fay Day 1975. Unlike May Day's conse- 
quences, many bankers think this will be 

 highlyproftable. —— 

"Rule 144 of the 1933 Securities Act 
deals with buyers of debt or equity securi- 

—ties that are not offered publicly but 
placed privately with institutional inves- 
tors, The rule requires such buyers to hold 
on to the securities for at least two years 
after the initial offering; only then can 
they resell them. The aim of this rule was 
to protect unsophisticated investors from 
being offered dodgy issues. As proposed, 
rule 144a abolishes this requirement for 
"qualified" ^ institutional — buyers—ie, 
those institutions which can prove they 
have done at least $100m-worth of trans- 
actions over the preceding year. 

The effect of the new rule will be to 
boost the efficiency of America's private- 
placement market. This discreet business 
has boomed over the past decade. Issuers 
of private deals range from huge compa- 
nies like rrr or Lockheed to companies 
with annual revenues of $200m-750m. In 

* 1980 a mere $16 billion of private place- 
"ments was done. Last year the figure was 
<ii over $170 billion (see chart). About 90% 
| of these deals were issues of debt. Private 

placements accounted for more than 3596 
of all debt and equity issues in 1989. 

Companies opt for private placements 
for a clutch of reasons. One of the most 

. compelling is that they are exempt from 

` the detailed disclosure that the SEC insists 

- on for public issues. They are also 
cheaper. Fees for investment banks, law- 
yers and rating agencies could easily 
amount to more than $500,000 for a 
$25m public issue. A private issue could 
cost less than one-third of that. Private is- 
sues can be put together in a matter of 
days or weeks; it can take a couple of 

-months for public issues just to be regis- 
tered with the sec. Because they are often 
sold only to a small group of institutions, 
the size and maturities of private place- 
ments can also be tailored to fit the buy- 
ers’ requirements. This is a sharp contrast 
to the off-the-peg nature of public issues. 
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The s&C's new amendment will remedy 
a long-standing problem for the private- 
placement market: the lack of liquidity 
that stems from the selling restrictions of 
rule 144. Such restrictions penalise bor- 
rowers. Top-flight private bond issues 
usually carry a coupon 25-30 basis points 
(hundredths of 1%) higher than a com- 
parable public issue. 

The prospect of more trading in pri- 
vate issues should squeeze these spreads. 


Mr Mendel Melzer, a senior vice-presi- 
dent at Prudential Capital, the private- 


placement arm of Prudential Insurance, a 


Placements in America 


Tes 
198 
Source: IDD information Services 


big American insurance firm, reckons 
that the market is already discounting the 
impact of rule 144a. He cites the fall in the 
spread on a typical BAA-rated private issue 
from around 35 basis points in 1987 to 
about 11 basis points today. 

To trade debt and equity issued under 
rule 144a, the National Association of Se- 
curities Dealers (NASD) has developed Por- 
tal, an electronic dealing system. Dealers 
who sign up will get all the details and 
prices of eligible primary offerings and 
secondary-market securities flashed on 
their screens, with efficient settlement to 
follow trades. 


All this should tempt shoals of borrow- 


ers and investors into the private place- 
ment market. Top of investment bankers' 
hunting lists are American borrowers. 
Many shunned the American public mar- 
ket only because of the sec disclosure re- 


. curíties, which include private -place 
ments. But last July the sec reviewed the 
situation and it seems certain that securi- 









































quirements, and ey stayed away, from - 
the private market because its illiquidity - 
made deals more expensive than Eurodol - 
lar issues. Big Eurodollar issuers such as- 
13M and Ford could well be tempted to 
leave the Euromarkets in London and 
come back home. 

More domestic investors should be 
sucked into the private-placement mar- 
ket. For example, the 1940 Investment 
Company Act restricts America’s mutual 
funds from holding non-marketable se- 


ties covered by rule 144a will be exempt 
Mr Melzer reckons that private place- 
ments could easily account for over half of 
all debt and equity issues in America by > 
1995, The investment and commercia 
banks that lead in the private-placement 
market hope to rake in lucrative fees from 
this likely explosion in private issues. 
That might help compensate for the prob. 
able fall in their fixed commissions. from 
dwindling public i issues. ; 
The leader in private placements is : 
Goldman Sachs, which organised $22.8 | 
billion of private deals last year. It holds a — 
1396 share of the private-placement mar. 
ket. J.P. Morgan is the most- successful 
commercial bank in the field. It ranks 
fourth in the league tables, after launch- 
ing $13.2 billion of private issues last year. 
Yet such top private placers could be | 
disappointed. For rule 144a might en : 
courage a fashion that is already eating 
away at their fee income: direct issuing 
Over the past decade many big institu- 
tions, such as the Teachers Insurance and _ 
Annuity Association, the country’s larg ~ 
est pension fund, and big insurance com- 
panies like the Prudential and Metropoli 
tan Life, have increasingly been buying 
their securities direct from issuers keen to 
dispense with expensive hand-holding. - 
In 1984 the Prudential bought on 
$400m-worth of private issues directly. 
1989 it bought $3.9 billion of its $10.6 
lion of private investments straight 1 
the issuers. America’s top 15 in 
companies, including Aetna Life 
sualty and Cigna, bought directly a total 
of $10 billion-worth of securities last ye: 
Assume that, if the issuing companies hac 
not placed their securities directly, half of © 
them would have gone to commercial: 
banks for loans, while the rest would have © 
issued securities organised by investment 
banks. Back-of-an-envelope sums suggest ' 
that direct dealing cost Wall Street firms 
up to $100m in lost revenue in 1989. Rule 
144a might well cost them more. | 
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to yield 9.15%, 30 basis points ( hundredths 

-of 1%) over long-dated Treasury bonds. 
The excuse being given for this poor 

erformance is that investors do not like 40- 








uctions have failed is that investors shy 
way from the thrift taint in the Refcorp 
ame. 


as a clue how many Refcorp bonds 
rill have to be issued to fill the i 
eemingly bottomless thrift pit. ` Nd 
reminder of how big the fig < DÉ 
re could be came when the à Q 34 
esolution Trust Corpora ~ [zi 
b (RTC), the govern- . , IANG 
ent agency with the 7 "AM 
‘weighty task of disposing D 
of insolvent thrifts’ as — * yf 
sets, recently said it had (“uPA 
obtained. permission to * sA 
raise $45.8 billion of 
orking capital in the second quarter - this 
ear. This will be done by the sale of Trea- 
sury bills. A big chunk of this money will be 
‘spent simply keeping brain-dead thrifts on 
lifessupport machines, though the (thin) 
hope is that this working capital will eventu- 


















cond worry about Refcorp bonds is that 
only the interest—and not the. principal 
'amount—is guaranteed by the full faith and 
. credit of the federal government. 

s The boten DE Pound market 
< ds another area where thrifts will have an in- 
creasingly nasty impact. This is inevitable, 
ccording to Mr Lewis Ranieri, a former 
mortgage-backed baron at Salomon Broth- 
ers who is now chairman of Hyperion Capi- 
tal Management, a money-management 
firm. Mr Ranieri says that as a result of the 
RTC's takeover of insolvent thrifts, as well as 
regulators’ capitaLraising pressures on re- 
maining healthy thrifts, about half of the 
$500 billion of mortgage-backed securities 
n thrift portfolios will be sold during the 
ext five years. Such sales will have a larger 
han expected ee on markets, because 
nly half of the nearly $1 trillion of mort- 
e-backed securities outstanding are ever 
raded. The other half has, until now, been 
ocked up in thrifts’ vaults and used as col- 
teral for borrowing. Mr Ranieri reckons 


























es that will actually be traded in the market 
il now have to double. 


igest without pushing down prices. But the 
fect may be still worse, since the RTC is 


ackaged, mortgages are easier to sell. Mr 
n Oros, a partner at Goldman Sachs, 
| hat, the RTC will end up with $500 
of 1 ages and. : mortgage-backed 


he same Refcorp nn ah fallen farther mM 


ear bonds. The real reason why both bond 


This is hardly surprising. First, no one 
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ly be paid back by the RTC's asset sales. A 


hat the amount of mortgage-backed securi- - 
That is a lot of paper for any market to | 


bound to securitise many of the mortgage 
yans that it will end up owning. Nicely - 


emis 
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securities. Note that these are its good (ie, 


income-producing) assets, compared with 
the dodgy stuff, such as half-built office 
buildings. To unload $100 billion a year for 
five years, the period mandated by last year's 
thrift bail-out law, will be a dauntingly large 
figure, given that the total value of mortgage 
loans and mortgage-backed securities sold in 
1988 was just $168 billion. 

The third debt market already tainted 





| dase: the federal 1 government, : hrough the | 


RTC, is fast taking on the role of the late 
Drexel Burnham Lambert. This too is an 
unintended consequence of last year’s thrift 
bail-out law: it made thrifts value their junk- 
bond holdings at market prices by the end 
of 1989. That has proved too tough a chal- 
lenge for the most junk-addicted thrifts to 
meet, given the subsequent collapse of the 
junk-bond market. 

Although thrifts held at their peak only 
$14.4 billion of junk bonds, most of these 

bonds were owned by just a handful of 
them. The RTC has already seized three of 
the five biggest junk-holders among the 
thrifts. It is poised to take charge of the big- 
gest holder of the lot, Columbia Savings and 
Loan, based in Beverly Hills, and one of 
Drexel’s leading clients. 

Earlier this month Columbia an- 
nounced that it was insolvent. With a ju 
bond portfolio of $4 billion at its peal., .. 
disclosed a loss of $379m for the fourth 
quarter of 1989, the result of junk-related 


write-downs of $470m. Further junk-bond 


distress caused another $200m of losses in 
the first two months of this year. If Colum- 
bia fails (it is currently involved in a last-gasp 
effort to sell, in a single transaction, its en- 
tire remaining junk portfolio for its theoreti- 
cal value of $3 billion), the RTC will end up 
owning junk bonds with a face value of more 
than $8 billion, or 4% of the $200 billion 
junk bond-market. 





Lioyd’s of London and Outhwaite 


Running a risk 


If it a to pug ee in the 1990s, Lloyd's of London must be seen to operate 


according to t 


nt the motto on the crest of 
Lloyd's of London, reminds the mar- 
ket's members that, in insurance, good faith 
and openness are the only policy. Only by 
making sure underwriters stick to these 
principles can Lloyd's protect the interests 
of its "names" —the individuals whose 
wealth supports the market. Last year over 
2,300 names resigned from syndicates, 
nearly 50% more than in 1988. If Lloyd's is 
to stop the desertions, it cannot afford even 
the whiff of another scandal. 

That makes a decision by the Council of 
Lloyd’s on April 4th a surprising one. lt 
elected not to conduct an inquiry into issues 
raised by Mr John Donner, the chairman of 
Donner Underwriting Agencies and one of 


the members’ agents who introduced names 


to the Outhwaite syndicate. He argues that 
Lloyd’s needs to clear up several areas of un- 
certainty in order to reassure not only the 
1,614 Outhwaite names facing potential 


highest standards of integrity. That is why the decision bv 
the Council of Lloyd's not to investigate 


e Outhwaite affair is unfortur 
losses of more than £300m ($480m) over the 


next 20-odd years, but also names on several 
other Lloyd's syndicates. 
. The Council's ruling was the latest epi- 


-sode in a saga that began in 1981, when ma- 


rine syndicate 317/661 underwritten by Mr 
Richard Outhwaite of R.H.M Outhwaite 
(Underwriting Agencies Limited), a firm of 
managing agents at Lloyd's, wrote a number 
of so-called run-off contracts for other 


Lloyd’s syndicates. These run-offs allowed 


the syndicates buying them to close their 
three-year account period by transferring 
(or running off) their future liabilities to 
Outhwaite. In return, Outhwaite charged 
premiums based on, among other things, 
claims incurred by syndicates and the fre- 
quency with which they were arriving. 

The 31 runoff contracts that 
Outhwaite wrote in late 1981 and in 1982 
left the underwriter exposed to old Ameri- 
can liability i insurance policies, some of r 
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E Account could be for you. 


R YOUR CURRENCY, 
L MAKE IT GROW. 


We also believe that our customers shouldn't 
have to pay substantial fees, before their money 
starts earning interest. 


That’ why we feel our baa Deposit 





E: based in Jersey and the account 
PM you to deposit capital in any of ten major 
currencies witbout first having to convert your 
investment into sterling. 





We won't charge you to 
operate the account or, should you 
wish to, convert money from one 
currency to another. " 

Your capital will earn a 
competitive rate of interest paid gross 
and the account and book keeping 
ts domiciled in Jersey, 

We'll also allocate you a personal 
dealer to look after your account. S 

So if you want fo see your money 
blossom fili out the coupon below and we en 


send you more details. 


If yor would like further information on this 
service, and current rates of interest, please complete this 
coupon and return to Paul Mabbett Barclays Bank 
Finance Company (Jersey) Limited, Dept, ZP, 
PO Box No. 191, 29/31 The Esplanade, St. Helier, 
Jersey, Channel Islands. 


Name 





Address 








Signature 





Date 21/4/90. 


e A Barclays we realise that not all our customers 
want to bold their capital in sterling. 


BARCLAYS 



















‘Barclays Bank 
Finance Company 1 
E: Jersey) Limited bas ! 
us principal place of busi- 
ness im St. Helier, Jersey. 

The paid-up captial 
and reservis of Barclays 
Company (Jersey) Limited 
exceed £37 million. Latest audited accounts are 











Bank Finance 


available on request. 
Deposits made with offices of ee Bank 


Finance Company (Jersey) Limited, in Jersey, are not 


covered by the Deposit Protection 
Scheme under the Banking Act 1987. 


JERSEY FINANCE COMPANY 


DEPOST TS CAN BE MADE IN THE FOLLOWING CURRENCIES: US DOLLAR, CANADIAN DOLLAR, NEW ZEALAND DOLLAR, 
i DEUTSCHEMARK, FRENCH FRANC, SWISS FRANC, STERLING, AUSTRALIAN DOLLAR, ECU; YEN. 
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which dated back to the 1940s. When a 
trickle of American asbestos-related claims 
turned into a flood months later, 
Outhwaite's names had to pick up the bill. 
Since it was impossible to quantify the ex- 
tent of future claims, Outhwaite had to 
leave its 1982 account open. Until it is 
closed, Outhwaite's names must dip into 
their pockets to meet any claims. So far they 
have stumped up £85m. 

Outhwaite's problems were put down to 
bad luck. Mr Donner, however, asks why an 
underwriter like Mr Outhwaite, with an oth- 
erwise successful track record both before 
and after the 1982 account, suddenly wrote 
so many dud risks. More important, how 
did several syndicates with large exposures 
to asbestos-related risks close their 1979 ac- 
counts in 1981 when it was impossible to as- 
sess the likely level of future claims? 

The Council of Lloyd's decided last year 
that a full inquiry into the Outhwaite affair 
was warranted only if Mr Donner could pro- 
vide prima facie evidence of misconduct. So 
in October 1989 the Council appointed 
four of its nominated members—ie, those 
without financial or other conflicts of inter- 
est—to consider whether the material Mr 
Donner had collected met that requirement. 
The four were Sir Maurice Hodgson, a for- 
mer chairman of ict; Mr Matthew Patient, a 
partner in Coopers & Lybrand, Deloitte; 
Mr David Walker, the chairman of the Se- 
curities and Investments Board; and Mr 
Alan Lord, a deputy chairman of Lloyd's 
and its chief executive. 

At four meetings with Mr Donner be- 
tween November 22 1989 and January 17 
1990, several questions were raised. The 
first related to the operations of the asbesto- 
sis working party. This was set up in August 
1980 by Lloyd's and underwriters in the 
London insurance market to gather and dis- 
seminate to the market information on 
asbestosis-related risks. Among its members 
were Mr Don Tayler and Mr Charles Skey. 

Noting that both Mr Tayler and Mr 
Skey had written run-off policies for their 
syndicates with Outhwaite in January and 
August 1982 respectively, Mr Donner asked 
whether they were privy to information that 
they failed to disclose to Outhwaite when 
effecting their run-offs. The nominated 
members could find no evidence that this 
was the case. 

Mr Donner also drew the nominated 
members' attention to a letter dated Febru- 
ary 24 1982 from six syndicate auditors, in- 
cluding Neville Russell, Arthur Young 
McClelland Moores, and Ernst & Whinney, 
to the audit department of Lloyd's. In it the 
auditors stated that a "substantial propor- 
tion" of their clients had losses, or potential 
losses, arising from asbestosis and related 
diseases. They also referred to " . . . the im- 
possibility of determining the liability [of 
syndicates] in respect of asbestosis...", 
and asked for guidance in assessing the ade- 


92 


quacy of syndicates’ reserves. Syndicates 
that cannot assess future liabilities are not 
supposed to close their accounts. 

In response to the auditors’ request for 
guidance, Mr Murray Lawrence, then a dep- 
uty chairman of Lloyd’s with responsibility 
for audit matters and now the market's 
chairman, sent a letter to the market on 
March 18 1982. In it he stressed that manag- 
ing agents, not auditors, were ultimately re- 
sponsible for creating adequate reserves 
against asbestosis-related claims. 

If they had left their 1979 accounts 
open, a number of syndicates with large ex- 
posures to asbestosis-related risks might 
have folded. In a letter to Mr Donner dated 
December 19 1989, a source close to the 
asbestosis working party at the time stated 
that "...some, maybe many, syndicates, 





Two tools of the trade 


were in an intolerable dilemma as to 
whether to ‘massage’ the reinsurance to 
close or admit to large losses and, in some 
cases, to go out of business.” The reinsur- 
ance to close is the premium that is paid by a 
closing syndicate to the one taking over its 
liabilities and should, in theory, be enough 
to cover future claims. 

Many syndicates somehow managed to 
close their 1979 accounts in spite of the un- 
certainty. Auditors signing off the figures 
may have been comforted by the fact that 
there was no “true and fair" audit require- 
ment at the time. Moreover, the “roll-over 
funds” that some syndicates held offshore 
might have led managing agents to underes- 
timate the level of reserves needed against 
future liabilities. These funds, creamed off 


from premiums in bumper years, were used 


to help cover unexpected future claims. 

Such creative accounting was not for- 
bidden, and the nominated members con- 
cluded that there was no evidence to indi- 
cate that Lloyd's had failed to do all it 
reasonably could to encourage syndicates 
and auditors to adopt a duly diligent atti- 
tude in setting their reserves. 

That still leaves the question of whether 
syndicates informed Outhwaite of the basis 
of their audited figures for the 1979 account 
before effecting their run-offs. If any did 
not, they were breaking the fundamental 
principle of insurance which stipulates that, 
when a contract is placed, it must be done so 
in utmost good faith and on the basis of to- 
tal disclosure. That means revealing to the 
other party all material facts about the con- 
tract—ie, those that would have affected the 
mind of a prudent underwriter when writing 
a risk or rating it. 

At least one syndicate failed to do 
When it effected its run-off with Outhw 
on January 29 1982, Wrightson syndicate 90 
did not reveal that its reserves against as 
tos-related claims had quadrupled, from 
$2m at the end of September 1981 (the fig- 
ure Wrightson indicated to Outhwaite in 
November 1981) to about $8m at the end of 
the year. Had Mr Outhwaite known of this 
increase, he might not have written the risk 
at all; or, if he had done, it might have been 
on substantially different terms. 


Case by case 

The view at Lloyd’s is that whether some 
syndicates failed to disclose material in- 
formation when placing their run-offs is a 
matter for case-by-case arbitration. As the 
nominated members could find no evidence 
of concerted action or conspiracy between 
underwriters, Lloyd’s felt a wide-ranging in- 
vestigation was not justified. Many members 
of Lloyd's, though, feel the arbitration pro- 
cess to be unsatisfactory; indeed, it i 
present under review by Lloyd's. 

Above all, arbitrations will not quell the 
fears of names on other syndicates. Some 
underwriters that had written asbestos-re- 
lated policies chose not to run-off their li- 
abilities in 1981. Instead they rolled them 
into future years of their own syndicate, pay- 


_ing a premium to each new account to cover 


losses from previous contracts. However, if 
those premiums have been based on unre- 
alistic figures used to close 1979 accounts at 
the end of 1981, then some of the nearly 
18,000 new names that have joined Lloyd’s 
since the start of 1982 may already be paying 
unfairly for the past. 

That possibility alone should spur the 
top brass at Lloyd's into setting up an in- 
quiry. It is not simply a question of whether 
there has been any wrongdoing. Only by 
sticking to its motto, and by being seen to 
bring all the facts into the open, will Lloyd's 
put the Outhwaite affair to rest. 
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science is trying to brighten 
up with fashionable ideas from 
sewhere. Economists are cautiously im- 
orting concepts from the new science of 
-chaos and trying to apply. them at home. 
-~ This sounds an odd thing to do, but chaos is 
nnt what i it used to be. 

By “chaotic” behaviour, scientists now 
"mean patterns and events that are appar- 
ently random, but which are in fact causally 
determined (and so are sometimes confus- 
ingly called "deterministically chaotic"). 
They are thus predictable, at least in theory. 
In. practice, chaotic events are unpredict- 
able, because they are "non-linear" effects 
of.many causes. This means that minute 
changes in the causes can lead to surpris- 
ingly large changes i in the effect. One well- 
worn example is the weather. The beating of 
a butterfly's wings could affect the future 
weather thousands of miles away. But it is 
clearly impossible to monitor each butterfly 
(or all the other determining factors), so the 
distant weather remains a surprise. 

Astronomers, biologists and physicists 
use chaos theory to help explain how plan- 
ets move, how populations grow and how 
fluids mix. Some economists now 
think that some of the things that ap- 
mu partly random—such as ex- 

age rates—may really be chaoti-- 
cally determined. And some of the 
things they would like to forecast with 
certainty—such as a firm's profit— 
may be forever unpredictable. 

Much of the chaotic work in eco- 
nomics consists of constructing hypo- 
thetical models that produce chaotic 
behaviour, and then seeing how 
closely these models fit reality. Con- 
sider an example from Dr William 
Baumol and Dr Jess Benhabib of New 
^. York University. Suppose a firm's 
profit depends on the amount of ad- 
^ vertising it does. At first an increase 
. in advertising raises profit. But even- 
. tually—when the cost of more ad- 
. vertising surpasses the extra revenue 

it brings in—this strategy will bring 
profit down. Thus the relationship 
. between advertising and profit is non- 
< linear: a small change (such as just a 
. bit more advertising) can have a sur- 
prising, big Sid oats, suppose 














the amount spent on advertising next year 
entirely depends on this year’s profit. 

< = Feed in such asssumptions and this sort 
of model can do strange things. If the effect 
of advertising on profit is small, the firm 
makes little money the first year, does not 
advertise much in the second year, makes 
even less money that year, advertises still 
less, and so on until it makes no money at 
all. If the effect of advertising on profits ex- 
ceeds a certain critical level, the annual 
profit starts to cycle, moving from, say, $100 
to $200, back to $100 and so on. This is 
known as a two-period cycle. Increase the ef- 
fect of advertising still more and the cycle 
will increase from two to four periods (eg, 
profits move from $100 to $10 to $75 to $25 
to $100 and so on). This “period doubling” 
continues as the effect of advertising on 
profits is increased, until eventually the cy- 
cles become infinitely long and so the level 
of profit appears to vary randomly. — 

. A recent and more sophisticated exam- 
ple of economic chaos was presented in Lon- 
don to the Centre for Economic Policy Re- 
search, by Dr Paul de Grauwe and Dr Kris 
Vansanten of the University of Leuven. 






















This implies that small changes in govern- 








They assumed that today's exchange 
will influence tomorrow's, because lots 
currency dealers rely on past prices to | 
dict the future. They then argued that ex 
change rates are also influenced by trade: 
ances, because dealers will sell a cour 
currency when its trade deficit deterio 
And the exchange rate itself, by aff 
import and export prices, will also i fh 
the trade balance. Finally they ass 
a fall in the exchange rate "Would at 
worsen the trade balance, since 
prices rise, but after a while it we 
prove it, as the volume of imports falls. 

The model was fine-tuned until mic 
ments of the exchange rate became chao 
Armed with the behaviour of this hyp 
thetical model, the authors concluded th 
exchange rates can move when ther 
economic news, because they are adjt 
slowly to events in the past. This ma 
short-term forecasts difficult. And attemp 
to forecast exchange rates in the long run 
must also break down, according to the 
model. A small change in the model used for 
forecasting, or in the information put into 
it, would radically change the predictions. 






















































ment economic policy can have large effects 
on the exchange rate much later—and nor 
necessarily the intended ones. : 
Such work shows how chaos could reign 
in an economy, not that it actually does so 
Several economists, including Dr William 
Brock of the University of Wisconsin, hav 
developed techniques for distinguisl 
ing between numbers that look rar 
dom, but are determined. by chaoti 
equations, and those which truly : 
random. This should reveal chaos 
it is there. 
_ The commonest way to spot 
ple chaotic (ie, non-random) num 
uses graphs. With truly random: 
the position of economic data-po 
on a graph should be unrelated 
the example of the relationshi 
tween profit and advertising. In 
plotting today s profit on the 
and next year's profit on the y-ax 
today' s profit is $140, and next 
is $220, you have one co-ordi 
(140, 220). Do the same for all pre 
ous profit levels, and if the profit 
truly random, there should be nodi 
cernible pattern. The co-ordinate 
should fall all over the graph. Bu 
with chaotic numbers a pattern wi 
: ¿the advertising example 
dinates will fall on a hil 





tice, chaotic models mig 
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well be more complicated—advertising de- 
pends a bit on last year's profit, a bit on that 
of the year before and so on. So a statistician 
might plot this year's profit on the x-axis, 
last year's on the y-axis, the year before's on 
the z-axis, (and so on, for as many dimen- 
sions as he likes, giving co-ordinates such as 
140, 220, 80, 60). If the co-ordinates all fall 
in a pattern that can be expressed by a series 
of non-linear equations then deterministic 
chaos is present. If not, there is pure 
randomness. 

There is a snag: chaos and genuine ran- 
domness are likely to go together. This is 
known as noisy chaos. This means that it is 
only possibly to say how likely it is that there 
is chaos, not that it definitely exists. Gener- 
ally, the more coherent the pattern pro- 
duced by the co-ordinates, the more likely 
there is to be chaos, and not just random- 


So far the application of these tech- 
niques to stockmarket returns, variations in 
GDP and exchange rates has not revealed any 
significant chaotically deterministic patterns 
in the data. Indeed, if any obviously deter- 
ministic patterns were found, investors 
could use them to predict prices—and, as 
soon as they used chaotic models to buy and 
sell stocks, they would upset any determinis- 
tic relationships that their model had dis- 
covered. 

Although there is so far no hard evi- 
dence of economic chaos, reading about it 
has made economists more open-minded 
about some things. They are receptive to the 
idea that small changes can feed on them- 
selves and have large overall effects. And 
even if the mathematical elegance of chaos 
theory still eludes them, some of its implica- 
tions still apply. Traditional models por- 
trayed the economy as essentially stable, 
only fluctuating around some point of equi- 
librium because of external, random events. 
Many newer models are more sophisticated. 
The economy is seen as inherently variable, 
sensitive to changes in policy, and hard to 
control. To non-economists, this will not 
come as news. 





Spinal injuries 


On the mend 


MONG the most dreaded injuries are 
those to the spinal cord. Understand- 
ably: although the cord itself is rarely sev- 
ered altogether, a blow can trigger chemical 
reactions that kill the spinal nerves and 
cause permanent paralysis and the loss of 
sensation. Most of the victims of spinal in- 
jury (more than 10,000 a year in America 
alone) are aged under 30 when this fate be- 
falls them—usually from a road accident or 
from plunging into an empty or shallow 
swimming pool. 
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Although no cure for such tragedies is 
on the horizon, there is, for the first time, 
evidence that some of the function of af- 
fected spinal nerves can be saved. The agent 
of salvation is methylprednisolone, a steroid 
hormone that has long been used to allevi- 
ate the inflammation of rheumatoid arthri- 
tis. In a study sponsored by America's Na- 
tional Institutes of Health, 162 patients 
given this drug intravenously for 24 hours 
regained more muscle function and sensa- 
tion at both six weeks and six months than 
did 325 others who were treated with either 
dummy drugs or a different chemical. 





A step up 


The treatment has to be 
prompt—within eight hours of the injury. 
In the study, patients treated with 
methylprednisolone after nine hours did 
not gain any benefit from it. And the dose (a 
far larger one than is used for rheumatoid 
arthritis) is also critical. In an earlier trial, 
patients given methylprednisolone at small- 
er doses were not helped at all. 

How much good can the drug do? The 
full answers are not in yet: the national insti- 
tutes’ trial is only the first of several that are 
planned, and even the patients in this one 
have not yet had much time for rehabilita- 
tion. Most people with spinal-cord injuries 
lose control of their bowels and bladders, 
and some become unable to breathe on 
their own. Whether the drug can do any- 
thing about such horrors remains to be 
seen. 
An educated guess, however, is that at 
the very least quadraplegics—those whose 
injuries are high enough in the spinal cord 
to paralyse all their limbs—may regain some 
use of their hands, and that for those para- 
lysed only below the waist methylprednis- 
olone may determine the difference between 
existence in a wheelchair and being able to 
get around with the aid of leg braces and a 


walking frame. 

As for why the drug promises to be help- 
ful, the explanation is that just as some 
drugs, if given promptly, limit the death of 
heart-muscle cells after a heart attack, by 
curbing the number of cells to which the in- 
jury spreads, this one does the same for cells 
in the spinal cord. It acts to stabilise the 
damaged cord's delicate membranes, so that 
they release fewer toxic substances after the 
injury. These substances deprive the spinal 
nerves of essential nutrients by cutting off 
their supply of blood. 

However, methylprednisolone is not an 
innocuous drug. In large doses, such as 
those used in the study, it can leave a patient 
prone to infection by shutting down his im- 
mune system. It was for this reason that the 
drug was administered for only 24 hours and 
that patients with open wounds—from bul- 
lets, for example—were excluded from ` 
Pregnant women were also excluded, 
fear of birth defects.'So far no patients seem 
to have been harmed by the drug. 

There are also some experimental drugs 
in the offing that have been shown in ani- 
mal trials to be as potent as methylprednis- 
olone, but at lower doses. This should mean 
fewer side-effects on people. Among them is 
tirilazad, made by Upjohn in America, 
which may be used not only for spinal-cord 
victims, but also for strokes. What began as 
an effort to help the victims of spinal-cord 
injuries has reversed the conventional wis- 
dom that a damaged nervous system is be- 
yond repair. 

Dr Michael Bracken, the Yale Univer- 
sity scientist in charge of the new study, has 
been deluged with calls from doctors who 
want to know exactly how to administer 
methylprednisolone. The National Insti- 
tutes of Health is preparing to distribute 
such information to the casualty depart- 
ments of hospitals all over America. 

The sooner the better. The drug cc 
too late to help the hundreds of thousands 
of people who are already permanently dis- 
abled by spinalcord injuries. But the 
prompt treatment of new victims can now 
reasonably be expected to ease their lot 
considerably. 





Factory robots 


Bodybuilding 
without tears 


TOKYO 


OBOTS are not all they are cracked up 

to be, at least in the car business. The 
only clear advantages they have over people 
is that robots work longer hours and make 
fewer mistakes. In other ways, they are 
rather a disappointment. Instead of becom- 
ing better at a task as they get used to it, 
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state-of-the-art. Outstanding features _ 
include luminous hands and 
numerais, a 24-hour military time 

| index, calendar window, and a 








M ost men want a watch 

thats handsome... 
tough...and built for action. 
Crotons new Bombardier 
boldly meets the challenge. 

With its handsomely 
rugged, genuine leather 
bezel protector in place, 
the Bombardier can take 
e ing you throw at it. Or, 
remove the bezel protector to 
show off the precision crafted, 
palladium coated enamel case. 
Wear it either way! 

Made by one of America's most - 
prestigious watchmakers, Croton's 
Bombardier is shock, dust, and 
water resistant to 100 feet. Its 
precision Swiss quartz movement is 











monthly cid card inet te of ons 
. $34.81 each! Three-year manufacturers 
ity and 30-day money back guarantee. 
Order now! 












Phone orders shipped within 1-2 weeks 








ENLARGED TO SHOW DETAIL. 





Lleida M d S 



























RESERVATION APPLICATION bo r 
Croton Watch - e 
P.O. Box 640 ame | ! 
19 Business Park Drive Sg I 
Branford, CT 06405 Address 
For Fastest Service Call Toll Free: 1-800-759-7253 City/State/Zip 
Please send Croton Bombardier Watch(es). Bi es 
l 
Charge each of 8 installments of $34.81* to my credit card: v (All orders subject to acceptance.) 


CI VISA [] MasterCard [] American Express [J Diners Club C I prefer not to use a credit card and will pay by check. Enclosed is my deposi 


of $99.50* for each watch. I will pay the balance as billed in four monthis 
installments of $44.7£* each. 


Expiration Date "includes $3.50 shipping and hasdling. Any applicable sales tax will be billed with shipment. 
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robots are liable to become progressively less 
accurate as the unequal load on their me- 
chanical parts wears down some bits of them 
faster than others. They are also harder to 
teach and less flexible than people. Many as- 
sembly robots can deal with only two differ- 
ent car models. This sits uneasily with the 
motor industrys trend towards "flexible 
production" —making smaller numbers of 
lots of different models. 

Many of these problems boil down to 
something simple. Although the robots may 
be full of clever computer chips, they have 
to be programmed and configured for each 
task, which is a laborious business. Carmak- 
ers have discovered that before they can be 
really useful, the robots have to become eas- 
ier to talk to and to teach. 

Earlier this month Nissan demonstrated 
how far it has got towards making its car- 
building robots more helpful. The compa- 
ny's new scheme, which is in operation at its 
Tochigi and Zama plants near Tokyo, is 
called the Intelligent Body Assembly System 
(iBAS). Developed over the past five years by 
the company's own programmers and pro- 
duction engineers, the idea has cost some- 
where between ¥1 billion ($6.3m) and ¥2 
billion to bring to fruition. 

The system is at work in the "white 
body assembly" part of the production pro- 


- 


Too much of a good thing? 


AMIN D, or calciferol, which is ar- 
guably not a vitamin at all, is in for a 
drubbing. Dr James Moon, a medical sci- 
entist at Vancouver's Simon Fraser Uni- 
versity, believes that it contributes to 
heart disease, hardening of the arteries, 
arthritis and premature aging. In a three- 
part study to be published shortly, he 
points out that despite what he describes 
as overwhelming evidence of the health 
risks that calciferol presents to most peo- 


" 
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cess, in which the eight basic unpainted 
parts of each car are lined up and welded 
together. The hardware is relatively simple. 
It consists of a jumble of arms and wires 
known as a numerically controlled locator, 
which contains some 50 robot jigs and 30 
sensors. After another machine has assem- 
bled the eight pieces temporarily, the loca- 
tor's sensors check that they are precisely in 
place. Then, with a touch that is accurate to 
within half a millimetre, the robots make 68 
spot welds and send the completed car shell 
on its way to the next stage of the produc- 
tion process. 

The clever part is what happens next. 
The system's control unit uses the informa- 
tion gleaned from its first attempt at assem- 
bling the shell—a few fractions of a 
millimetre too high here, or too much to the 
right there—to adjust the jigs when the next 
set of pieces rolls along the production line. 
Thus the system can assemble a shell much 
more accurately than before, without any 
change in the design of the jigs themselves. 
It is such small details of precision engineer- 
ing that make the difference between a high- 
quality car and a nasty box. 

There is another, perhaps more signifi- 
cant, advantage. Traditional robots must be 
physically reconfigured before the factory 
can start to make a new model. Making the 


Eclipse of the sunshine vitamin 


ple, vitamin D is still commonly added to 
milk, margarine, baby foods, breakfast ce- 
reals and to vitamin supplements. 
Calciferol is known as the "sunshine 
vitamin" because it is naturally produced 
by the body when the skin meets ultravio- 
let light from the sun. It is converted (in 
the kidneys) to a steroid hormone, 1,25- 
dihydroxycalciferol, whose job is to help 
calcium build bones. The recommended 
daily allowance of calciferol for adults is 


robot part of a bigger computer system 
changes all that. Once the instructions for 
assembling a given model and body shell are 
recorded in the system, the machinery can 
be "retooled" simply by changing its soft- 
ware. Nissan says that retooling its body as- 
sembly for a single new model used to cost 
Y4 billion and take 11 months. Now it takes 
a quarter of the time and costs only about a 
third as much. What is more, the software 
can be transfered between different plants. 
That allows the company to decide at short 
notice, and at little cost, to transfer the pro- 
duction of a model from one factory to 
another. 

Further benefits should follow. Nissan 
will be able to look at new designs and work 
out how hard they will be to assemble before 
making anything. It will be able to build up a 
database of conditions on the production 
line, which should help the company te da- 
velop robots that are less likely to make 
takes. In the longer run, the promise of sucn 
systems is that they will merge the two stages 
of bringing a new car to market, namely de- 
signing it and working out how to build it. 
But a car company will have to automate the 
rest of its production lines—from panel- 
pressing to final assembly—before it can 
pull off that trick. 








2'4 micrograms. This is not much: a litre 
of milk contains 814 micrograms. Extra 
calciferol in the bloodstream puts an extra 
burden on the liver, ages the arteries, kid- 
neys and bones, and can cause kidney 
stones. 

The substance does have its therapeu- 
tic uses. Breastfed babies who get no sun- 
light need 7! micrograms of calciferol 
each day, because mother's milk contains 
only minuscule amounts of it. Otherwir~ 
their bones become soft and deformed— 
disease known as rickets. Arab women 
who expose only their eyes to daylight 
need calciferol supplements, or their 
bones soften too. 

But Dr Moon believes there is no evi- 
dence to show that people who get 
enough sunshine (which is most people) 
need ever take extra calciferol. He thinks 
that adding it to foods may amount to 
chronic low-level poisoning of the popula- 
tion and that levels of consumption are 
probably high enough to poison a few in- 
fants each year. He argues that it is irre- 
sponsible to add it to so many foods sim- 
ply because babies need lots of it for the 
first three months of life. Calciferol, after 
all, is treated with respect by doctors. You 
need a prescription to get more than 10 
micrograms of it in North America, and 
even less is freely available over the 
counter at chemists in most of Western 
Europe. 
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lef lives revisited 


THE DICTIONARY OF NATIONAL BIOGRAPHY 1981-85. Edited by Lord Blake and C.S. 
Nicholls. Oxford University Press; 518 pages; £40 and $69 


Fo those with wrists strong enough to 
sustain its weight in bed, “The Dictio- 
nary of National Biography” used to be the 


best sleeping-pill in the English-speaking 


world. Two changes have taken place in the 
it supplement. First, the decision to 


ot a five-year span has resulted in a new 


slimline volume which can be handled with 
ease not only in bed but even (teste this re- 
viewer) in the economy class of a British Air- 
ways Trident. (Since Oxford University 
Press charges nearly the same as it did for a 
volume twice as long, there will also be a 
handsome profit for the publisher.) Second, 
there has been a general loosening-up, both 
of the editorial criteria for inclusion and of 
the handling of subjects. The changes are 
welcome all round. mE 
Gone is the dreary preponderance of 
public servants. Now they are joined by 
many more men and women from the arts, 
-the media and sport. This is as it should be, 
. and as a bonus it brings in its train all sorts 
- of beguiling snippets of information. Who 
would have guessed that the pop star Billy 
_ Fury was a keen ornithologist? Or that Peter 
Opie, historian of the lore of childhood, was 
“so compulsive a workaholic that he is on 
record as having only once in 23 years 






HE ECONOMIST APRIL 21 1990. 





walked round the grounds of his house? 

Sometimes editorial judgments are mis- 
placed. Mere notoriety should not be a crite- 
rion for being immortalised in the pages of 
the DnB. Dr John Bodkin Adams attracted 
considerable publicity in 1956-57 when he 
stood trial for (and was acquitted of) mur- 
dering his patients; but his life was in every 
other respect utterly commonplace. Blunt 
may deserve to be included as an art histo- 
tian; Maclean surely does not merely as a 
spy. And does Tom Keating, who made a 
small stir in the 1970s as a skilful faker of 
Old Masters, really deserve to be enshrined 
for ever in a national biographical 
dictionary? 

. Contributors seem to have been al 
lowed latitude to handle intimate personal 
matters, such as their subjects’ sex lives, as 
they wished. Some have grasped this oppor- 
tunity with zest; see Woodrow Wyatt on Ar- 
thur Koestler and George Wigg. Others are 
coy, sometimes with unhappy results: see 
Nigel Clive on Sir Maurice Oldfield. - 

_ Public figures are, of course, given their 
due. The longest entry in this volume is a 
fine appreciation of R.A. Butler by Sir Ian 
Gilmour. But public figures do not necessar- 
ily make good memorialists. Edward Boyle. 


“Indian history 








deserves better of the editors than to: 
written up by Edward Heath, who ca 
resist dragging himself into it and makin 
fool of himself: "He [Boyle] had a great l 
of music, which he shared with Ed 
Heath.” Those whose craft is writing ar 
among the best of the contributors, as 
deed they ought to be. Kingsley Amis 
Betjeman, Richard Ingrams on Cockb 
Geoffrey Wheatcroft on Shiva Naipaul, 
John Wain on Empson, Graves and La 
are among the highlights here. Patrick Leigi 
Fermor's two columns on Philip Toynbee 
perceptive, affectionate and notably gooc 
mannered—are the best thing in the 
book. ee 
There is much to be quietly re 
here. When John Summerson tells us 
Pevsner's letters were "always concise an 
sometimes witty", is the reader right to de 
code that as "curt and almost always du 
Readers of the Crossman diaries may (or 
may not) applaud James Jones's delicacy in 
referring vaguely to "the strains and ten- 
sions of public life” in his notice of Baroness’ 
Sharp. Every reader of The Economist 
should study carefully Norman Macrae's: 
gnomic notice of Donald Tyerman (editor, 
1956-65). tog 
Every reference book worth its salt 
should furnish the information the seeker is 
after, sometimes make him rock with laugh- 
ter, sometimes draw off his irritations on to 
itself. This volume of the incomparable DNB 
triumphantly does all three. The editors an 
contributors have done a good job. — 






















































































Fallen heroes 


WO questions dominate the histor 

India in the past half-century. Who 
responsible for the partition of the co 
and who for the mass slaughter and 
exchange of population that went with t 
dividing up? Either the culprit was the Mi 
lim leader Jinnah, as claimed by most Indi. 
ans and lovers of India; or, as Pakistanis: 
fer, it was the Indian Congress party, 1 
Jinnah opposing it. Recent schola 
however, has confused this clear divide 
new book by an Indian jurist and constit 
tional lawyer, H.M. Seervai*, comes 
far more on the side of Jinnah than of Con- 
gress, with Jawaharlal Nehru, the leader ot 
Congress, as chief culprit, As for the killings 
and population exchanges, Mr Seervai se 
Mountbatten as the villain of that piece. - 

For the foreseeable future, Mr Seervai 








Only he fis bids full use of the official E 
sh documents. These became available, 
ather improbably, thanks to Harold Wil- 
son, who in 1967. ordered the release of the 
“official papers relevant to "the transfer of 
-power', which would otherwise have re- 
mained embargoed until 1999, These vol- 
umest are crucial to understanding, and 
apportioning blame for, the tragic conse- 
quences of partition. 

Nehru's personal responsibility for par- 
ition sprang from a certain attitude of mind 
and because of two policy decisions, taken 
ne years apart. Ironically, although he was 
e darling of the masses and, as a secularist, 

e defender of the interests of the 100m 
uslims and the other Indian minorities, 
Nehru failed to grasp how intensely Muslims 
feared the prospect of Hindu domination. Ie 
was left to Jinnah, a cool elitist, to sense and 
exploit those fears.. Nehru felt no personal 
animosity towards Muslims (“I have Muslim 
relatives", he once said), but he thought it 
ufficient for Muslims to share the same 
rights as all other Indian citizens. For him, 
linnah and his Muslim League were dealing 
with bogeys and were unworthy of serious 
consideration. 



























































































The wanderer 


F ALL the theories linked with the 
name of Thor Heyerdahl were to be 
proved wrong, there would still be cause 
for gratitude for his existence. His oce- 
anic journeying by raft and reed boat has 
| fired imaginations ever since the 1947 
. crossing of the Pacific. His books, based 
on these and on many other, less spec- 
tacular, travels, have healthily stimulated 


history. 

A book* produced to accompany a 
| series of television programmes is liable 
|. to be rated as a mere coffee-table orna- 
. ment. This one is full of splendid photo- 

graphs (though oddly short of maps), 
. and in places there are unhappy signs of 
-the text having been brutally cut to suit 
. the layout people's demands. But it de- 
. serves to be treated as a real book, not 
just a pretty thing, for it gives a compre- 
hensive account of what Mr Heyerdahl 
has been up to all these years—and in- 
deed, what he is up to now, at the age of 
15 (probing pyramids in Peru, by the lat- 
est reports). 

For other wandering. spirits there 
+- have been natural objectives, to be found 
or reached: the Himalayan peaks, the 
sources of the Nile and the Niger, the 





. topher Ralling. BBC; 335 pages; £16.95. 
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debate on some crucial questions of pre-- 


*"The Kon-Tiki Man: Thor Heyerdahl”. By Chris- 





The Muslim meets Mountbatten 


. It was because he considered the League 
no more than a nuisance that he made his 


first mistaken decision, in July 1937, after - 


provincial elections in what was then called 
the United Provinces (ur), the political and 
cultural heartland of Muslim India. As presi- 





poles. For “the Kon-Tiki man" the chal- 
lenging question was not how to get 
there, but more often, "how did people 
first get there—and where did they come 
from?" A series of westward voyages led 


_ him, by an intriguing logic, ever farther 


to the east. 
The Kon-Tiki raft voyage showed 
how cultural and population elements | 
from South America could have reached | 
the Polynesian islands. The two Atlantic 
crossings by reed boat opened up the 
possibility of influence from areas 
around the Mediterranean having been | 
carried to pre-Columbian America. 
Then, turning his attention to the Indian 
Ocean, Mr Heyerdahl sailed a reed boat 
into it from the Tigris in 1978, on a jour- 
ney that hung a big question mark over 
the established idea that the three urban 
civilisations of the Indus, Mesopotamia 
and the Nile all took shape, around 
5.000 years ago, quite independently of 
one another. 

In sum, the Kon-Tiki man sees the 
oceans less as barriers than as highways, 
in pre-history just as in modern times. 
That may have a good deal to do with his 
Norwegian origins; but the special fasci- 
nation with the South Seas that he devel- 
oped in childhood could also count for 
something. Explain Thor Heyerdahl how 
you will—and this book provides a fairly 
full explanation—the fact remains that 
the world would have been a poorer 
place without him. | 





renege or ait apre | 
tion government with the quon in the UP 
and perhaps other provinces, by imposing 
impossibly stringent and humiliating condi- 
tions. This refusal convinced Jinnah and the 
Muslims that Congress wanted not partner- 
ship, but Hindu domination. 

Nehru's second blunder came on July 10 
1946, when the British cabinet mission was 
trying to get agreement on an Indian constit- 
uent assembly. The League had agreed un- 
conditionally to the British plan, which 
would have excluded partition; so had Con- 
gress, but only with its own interpretation of 


| it. That was bad enough, but then Nehru, 


once again Congress president, announced 


that Congress would enter the Assembly 


“completely unfettered by any agreement". 
This doubletalk further convinced Jinnah 


that it was impossible to do business with 


Congress, and he called for Muslim “dirs 
action". Nehru pooh-poohed the thre 
writing that the League was incapable of ac- 
tion because its leaders had "spent their 
lives in soft jobs". Yet Muslim direct action 
was taken and led to the Great Calcutta Kill- 
ing, which effectively ended any hope of the 
League and Congress co-operating in a 
united India. | 

Nehru's semi-authorised and authorised 
biographers both deal with these two blun- 
ders at some length, but unconvincingly, for 
they cannot admit that they were the prod- 


uct of their hero's arrogance and his popu- 


list mind-set. As late as June 1946 Nehru 
wrote that he did not think that “Mr Jinnah 
had any real place in the country”: 14 
months later Jinnah was the governor-gen- 
eral of Pakistan. 

And what of Jinnah’s role during these 
turbulent years? To an impartial mind, Aye- 
sha Jalal proved her point** that Jinnah did 
not want what he called “a moth-eaten Paki- 
stan", but parity between the League: ` 
Congress i in the government of a united 
dia: not the whole of a smaller cake, but a 
half-share of a much larger one. What she 
does not explain is by what right 100m Mus- 
lims could claim parity with over 220m Hin- 
dus, except to say that only some such ar- 
rangement would have allayed Muslim fears 
and kept India united. 

As for the massacres and population ex- 
changes, Mr Seervai proves his case that it 
was Mountbatten who was largely responsi- 
ble. It was he who unnecessarily and disas- 
trously brought forward the date of inde- 
pendence from June 1 1948 to August 15 
1947. He also concealed, for five fateful days 





*'The Partition of India: Myth and Reality". 1989. 
Emmenem Publications, Ballard House, Adi Marsbar 
Path 4, Bombay 38. i 

+The Transfer of Power”. Edited by N. Mansergh and 
P. Moon. HMSO, 12 vols varying from £45 to £70. 
**"The Sole Spokesman”, ROME Dien Press, 
1985, £35. 
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immediately preceding independence, de 
plan drawn up by Radcliffe for. the new bor- 
ders of the two countries. Mountbatten 
himself, together with all his civil and mili- 
tary advisers, had been. pleading with Rad- 
cliffe to issue this report as soon as possible 

so that they could set in train security pre- 
cautions. Every hoi "counted; but then 
Mountbatten. “sudd ged his mind 
and kept to his personal ti table of releas- 
ing the report aft ' | 
cause he did nol : 
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ÉAST BERLIN 


Ea ind of MT e bens a mixed 

blessing. for the theatre in East Ger- 
ay. With the departure of ideological 
PELO and control by the state, the role 
of theatre—and the privileges and subsidies 
it enjoyed—is now under question too. For 
many theatrical people, the new freedom of 
expression also carries with it the prospect 
of losing their jobs. 

The communist party saw culture as 
part of ideology: it was to be brought to the 
masses, and should represent and glorify the 
work and ideals of the regime. As sole pa- 
tron of the arts, the state could determine 
what "art" was. The result was a highly de- 
veloped culture of subsidised theatre, from 
first-class ensembles in Berlin to amateur 
factory-based groups across the country. 

For those in the theatre a curious 
conflict arose. Reined in artistically, 
they fought a constant battle with the 









authorities over the content of their — 


work, and tried to circumvent 
censorship with clever interpre- g. 
ins. But the same authori 'k 
uso guaranteed that actors were 
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would inevitably follow the boundary award 
to spoil the independence festivities in 
which he was to star. 

This fact was known in 1961, but has 
been forgiven and forgotten by a fond pub- 
lic; it was also forgiven, though not forgot- 
ten, by Mountbatten's official biographer. 
Thanks to Mr Seervai's concise and rigor- 
ous presentation of the material in the 12 
volumes of "The Transfer of Power”, espe- 
cially in the last volume, there must now be a 
reappraisal of reputations. 





Doom or joy for East Germany's theatre? 


IT let without the politics 


well-paid (even when they did not work); 
ticket prices were kept low, and training was 
excellent. Lack of other entertainment and 


political control of the media meant that _ 
theatre assumed the role of the press as a - 
critic of the regime; therefore houses were 
full. Like a severely pruned plant, theatre - 
thrived under the: patronage of a system 


with which it was in continuous conflict. — 
. At Berlin’s celebrated Deutsches The- 
ater, the chief literary adviser, Maik Ham- 
burger (who grew up and studied in Britain), 


acknowledges this irony, but thinks the fu- 
ture will be equally difficult. Whereas in the 


past theatre could “articulate publicly 
things which could not be said elsewhere", it 
will now have to look for “new artistic 
Already audiences are shrinking as 
people flock to arts venues in West Ber- 


po i lin, and the emphasis is no longer on 


nuances and hidden meanings. 
Mr Hamburger's job was to work 
with directors on the interpreta- 
g tion and presentation of plays. Be- 
$ tween them, they would often 
| adapt classics to emphasise certain 









.miére of the play, has made these parallels al 
the more painful.) Rehearsals went on fc 


does not doubt that Mr Müller will carry on 
gathering critical acclaim along the way, h 
wonders whether such a mammoth prod 
“tion will be possible in the future. — 


-have started to close. Since West German 
provides relatively large regional subsidie 
for the arts, no one doubts that the better. 
-institutions will remain. But attitudes to th 
-arts are sure to change. Jurgen Martens, 
professor at the Institute for Cultural Re- 


-standards of the Federal Republic, and that 
culture will be seen as a luxury. Mr Ham- 
burger sees the reality of staff redundancies 

and higher ticket prices, but believes that... 

"the Deutsches Theater will continue as a _ 
leading ensemble. In the short term it will 



































as y the si of power. "The D De itscl 

ater is currently running Heiner Miille 
seven-hour "Hamlet/Hamlet Machin 
which places Mr Müller's own play ne: 
Shakespeare's. Here the prison of Denm: 
has become East Germany, with the inde 
císion, and resulting agony, of the youn 
prince a metaphor for East German intelle 
tuals in the face of necessary action. (Th 
poor showing of New Forum and othe 
intellectual groups in the recent election 
which conveniently coincided with the pre 


six months; and although Mr Hambur 


Already the smaller amateur 





search, believes that the next few years will 
be defined by the drive to reach the material: 


avoid current issues, which are developing _ 
too fast to be recorded effectively, and stick 
to the classics (which can now be separated . 
from any political interpretations). It will. 
probably dabble in musicals. : 

Both Mr Hamburger and Mr Martens. 
think the arts will have to fight to survive in 
the coming economic reconstruction iri East 
Germany, but hope that elements of the 
past 40 years can be retained. With its excel- 
lent training and well-staffed ensembles, thi 
country has had a vibrant theatre. culture. I 
these assets can be developed i 
depoliticised artistic environment, East € ( 
many, and especially Berlin, could bec: 
one of Europe’s most exciting theatre ve 
ues of the future. 


Catalan artists 
Money in the 
bank 


FOIX 


RT and money sometimes make ed 
bedfellows. When both are Catalan, : 
they can even bring communists—ex-com- 
munists, rather—and bankers together. 
On April Ist the communist “United 
Socialist Party of Catalonia" (Psuc) gave 
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Garbo's final retreat 


NTIL the day he left the MGM stu- 

dio, Louis B. Mayer had a script 
locked away in his safe with Greta 
Garbo's name on it. Any one of the 
other moguls would have paid a fortune 
for her services, if only to spite Mayer, 
but the woman behind the 1933 slogan, 
"Garbo talks", kept silent. 

The New York hospital where 
she died last weekend at the age of 
84 was also keeping silent. And 
unless Garbo's psychiatrist takes 
to his word processor, the ques- 
tion which probably will never be 
answered is quite why she sud- 
denly gave up everything. 

Garbo operated the most suc- 
cessful public-relations campaign 
ever waged by a star. Saying “I 
want to be alone"—and meaning 
it—kept her name alive long after 
many a contemporary yearning to 
stay in work faded from view. 

Every journalist in New York 
knew where she lived. Yet it is 
years since the paparazzi both- 
ered to snap her crossing the 
street in her long coat and dark 
glasses. Did no delivery boy reveal 
how she opened the door, if only 


way to the non-Marxist "Initiative for Cat- 
alonia", whose aim is to reconcile left-wing 
socialism and Catalan regionalism. The 54- 
year-old PSUC was much more than a branch 
of Spain's Madrid-based Communist party, 
to which it is signalling a way out of the 
Marxist impasse. During the long years of 
underground opposition to Franco's re- 
gime, it was a rallying-point for Catalan writ- 
ers and artists who shared avant-garde tastes 
(no social realism for them), left-wing sympa- 
thies and a profound pride in the artistic tra- 
ditions of their own capital. Barcelona, not 
Madrid, provided Picasso, Joan Miro and 
others with a springboard to Paris and fame. 
Artistic support for the PSUC continued 
even after Franco's death and, over the 
years, artists offered their works to the party 
as tokens of political sympathy. 

Catalan communism may be dead, but 
its former leaders have ensured that its artis- 
tic legacy lives on—in the safekeeping of 
bankers. In order to mop up a debt of 200m 
pesetas ($1.9m) with Catalonia's savings 
banks, the psuc decided, as a leading mem- 
ber put it, “to negotiate with what it had: it 
was better to sell paintings than votes". The 
banks have agreed to write off the debt in 
exchange for 67 works of art. These include 
the original of a "May Day 1968" poster by 


Joan Miro and paintings, drawings, 
engravings and lithographs by Antoni 
100 


by accident? How is it that a disaffected 
doorman in the apartment block where 
she had lived for a quarter of a century 
never revealed the secrets of her visitors? 
And how did she reach hospital without 
anyone knowing about it? 

The mysterious thing about Garbo is 
quite how she kept her mystery. 





Tapies, Josep Guinovart, Franceso Artigau 
and other contemporary Catalan artists. Al- 
though mostly abstract, some have political 
connotations (such as Mr Guinovart’s 
“Burial of Guernica’’), and some were cre- 
ated expressly for the Psuc (such as Tapies's 
"PSUC: 40th Anniversary”). 

The Miro and the Tapies are the stars of 
the collection, whose value was estimated at 
only 40m pesetas by the PsUC's auditors, but 
at nearly 200m pesetas by those represent- 
ing the banks. Either way it offers a rich 
cross-section of contemporary Catalan art 
and, as such, it will be at home in Barcelo- 
na's Museum of Contemporary Art (due to 
open in time for the 1992 Olympic Games), 
where the banks have promised to exhibit 
some of the works. The Psuc's political heir 
has up to ten years to buy back the works at 
the amount it sold them for; but, even if it 
can raise the money, it has promised to leave 
them in the museum. As one member ex- 
plained, “The paintings are part of Catalo- 
nia's heritage, so we are proud to leave them 
to the people." 

Happiness all round. The banks, with a 
tradition of financing libraries and galleries, 
strengthen their positive image as benefac- 
tors of the arts; the PSUC retreats elegantly 
into history, leaving "Initiative for Catalo- 
nia" with a clean financial slate and a fund 
of goodwill. The artists too are happy: they 


gave the PSUC permission to go ahead with 
the sale. As for the general public, it will be 
able to see for the first time works which, 
except for the occasional exhibition, had 
hitherto been displayed at party headquar- 
ters for a few privileged comrades. 





La Traviata back at La Scala 


Despite Callas 


ROME 


OR 35 vears fans of the late Maria Callas 

have in effect prevented "La Traviata”, 
Verdi's most popular opera, from being pro- 
duced at Milan's La Scala. The reason for 
this absurdity? Callas's Widowers, as they 
are known, would not tolerate another so- 
prano on La Scala's boards in what had 
been a triumph for Callas in 1955. Rat 
than face the boos and catcalls from the 
permost balcony where the Widowers con- 
gregate, La Scala's quaking management 
passed over “La Traviata” season after sea- 
son. It was a loss to the general public, to the 
box office, and to La Scala's orchestra play- 
ers who could, like all Italians, whistle the 
Verdi melodies, but not play them in public. 

In 1964, with Herbert von Karajan con- 
ducting and Franco Zeffrelli staging, La 
Scala produced "La Traviata" with the great 
Mirella Freni as Violetta. The boos were 
deafening, and she was replaced by Anna 
Moffo, who was replaced by Virginia Zeani, 
who was replaced by Renata Scotto, until 
the management surrendered. 

But April 21st is the opening night of a 
new production of "La Traviata" at the the- 
atre, and to foil the trouble-makers, the 
management have recruited the Italian post- 
al system. Tickets, other than those held by 
season subscribers, had to be bought by 
post, allowing only two seats for each 
quest. This is a double blow to the Cuuuo 
fans: they are deprived of the heroic suffer- 
ing of standing all night in a queue for the 
upper balcony seats (available traditionally 
only on the day of performance). And more 
than likely La Scala's secret agents will have 
identified the Callas ring-leaders, and their 
cheques will be returned, particularly as La 
Scala received in the first week demands for 
20,000 seats for the six performances for 
only 6,000 available. Lots were drawn, a pro- 
cedure which will be followed for the next 
six performances in late June and July. 

Tiziana Fabbricini will be the new 
Violetta and the rest of the cast are also 
blameless, talented young singers. Riccardo 
Muti, who conducts the new production, 
says "an entire generation" of Milanese 
have missed out on the popular opera. 
“When I am directing it abroad and people 
ask why I haven't done it at La Scala I never 
tell them. They would just laugh in my face." 
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The Bartlett — 
Development Planning Unit (DPU) 


University College London 


 Twoa ademic appointments 


.— Salary: £10,458-£15,372 


Graduate School 










UCL 










The DPU is making two appointments for lecturers (one year 
renewable contract), preferably postdoctoral, in economics 
and sociology or closely related disciplines. Applicants should 
have work or research experience in the urban sector in 
developing countries and an ability to teach at master’s degree 
level and to supervise MPhil/Phd candidates. Selection will be 

made on the basis of the applicants’ understanding, interest - 
and experience in any of the following: 


















includes attractive staff benefits such as 
cudes tofi benefits s 


A negotiable salary package 
medical oid, a pension scheme and a USNO subsidy Al 

circumstances. Further details conceming re will be sent to 
applicants on request. - VEN - 
Applicants should submit a full curriculum vitae with the names and addresses. 
of three referees, not later than 31 May 1990, to the Appointments Officer, — 

versity of Cape Town, Rondebosch 7700, Republic of South Afica (tel (24 

the above, or from the Secretary, SA Universities Office, 2nd Foor, 16 Charles tl 






- urban project planning, appraisal and evaluation; 
onmental and energy planning and impact analysis; 

ban community development and slum upgrading; 

Ye issues of gender planning and the roles of women in 


‘urban development. 














They should be willing to travel for several weeks at a time and 
able to contribute to the Unit's Training and Advisory 
Services overseas. They should be available to take up the 
appointment in October 1990, : 








Street, London SWIY 4QU. 






Applications with full cv naming three referees should reach 
The Director, DPU, 9 Endsleigh Gardens, London W: : 
before 1 June 1999. 





London WC1H 0ED OWON 
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"P | a | s a 
p £19,94 7 pa | London SE5 I 
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Aud Save the Children Fund is the UK's largest international development and direction ofa programme of operational oe 
au Voluntary agency in its field, with major long term programmes research and close iis d relationships with research hs 
es] in some 30 countries including the UK. institutions, academic bodies and other development agencies. — E55 
EN Work overseas is focused on health, nutrition, community You will have a minimum of 4 years directly relevant fe 
sti development and welfare aimed at establishing programmes experience in the fields of information and research includingan #2 
x4 which governments and local communities will be able to in-depth understanding of research methodologies and a 


ped sustain. development issues. A graduate in a relevant discipline, you will 53€ 
EO Asa result of restructuring within our HQ Overseas also have highly i US analytical, conceptual and | 
c4 Department we are now seeking applications from candidates communication SKUs, — n P 

"34 able to demonstrate a commitment to the aims and policies of For further details of this challenging and rewarding role 
tet. the Fund to fill this key post within the department's senior please write to Leonie Lonton, Personnel Manager, SCF 

we} managementteam. — ^ 17 Grove Lane, London SES 8RD. 


ae - Reporting to the Overseas Director, you will be involved in Closing date: 11th May 1990. 


ku the development and review of overseas policy and responsible : 
“84 for evaluating and communicating the lessons of SCF's overseas SCFaims to be an equal 
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DIRECTOR. 
OUTREACH 
PROGRAM . 
£18,000 ` 


Rights and Humanity is an internation- 
































human rights. Our London office needs 
a Director of Outreach Program to 














and Africa. 




















, with national and international human 
tights and development organisations: 

‘organise meetings/produce publica- 

tions aimed at building public aware- 

"ness of humanitarian issues. 


“You will need a track record of work- 
dng with community organisations in 
the human rights and development 
field and a knowledge of human rights 
and development issues. A skilled man- 
ager with good communication skills 
and fluent English issought. 


Please apply to: Rights and Humanity, 
(65A Swinton Street, London WCIX 



































































: l Closing date: 4 May 1 $90. 


T Th ianei ot Metboure 
. Australia ; 





ai movement committed to the protec. f = 
tion and realisation of fundamental f... 


develop. Rights and Humanity in Asia | - 


functions: Develop the membership | 
base and channels of communication | 


LECTURESHIPS (CONTINUING AND 


| LIMITED TENURE) IN ECONOMICS 
Department of Economics 


e wo Positions) 


plicants for these positions should 
have a relevant lid degree, teach- 
ing Snape ta poen rose 





The Dineen of Economics is re- 


sponsible for teaching com 





unit in economics and statistical- 


method to some 2,000 students en- 
rolled for the BCom degree. Specia- 
lised units in economics, econometrics, 
monetary and financial economics and 


labour studies are taught at the ad- 
vanced undergraduate and postgradu- 


ate levels. 
The positions are available on or before 
1 January 1991. 


An appointment to a limited tenure 


position may be made for a period of 
between two and five years. 


. Appointees from interstate or overseas 


will be eligible for assistance with travel 
and removal expenses. 
Telephone enquiries of an academic 
nature may be directed to Dr Robert 
Dixon, Head of the Department of Eco- 
nomics, telephone (03) 344 p or fax 
(03) 344 6899. 


Salary is in the range: A$32,197- 
A$41,841 per annum. 


Closing date: 7 May 1990. 


Position number: 3160400 (Continu- 
ing) and L3160420 (Limited Tenure). 


Applicants should state whether they 
wish to be considered for the Continu- 
ing position or the Limited Tenure posi- 
tion or for both positions. 

Applications, in duplicate, including 
names, addresses and fax numbers of 
at least three referees and quoting the 
relevant position number shouid be 
addressed to The Director, Personnel 
Services, The University of Melbourne, 
Parkville, Victoria 3052, Australia. 

The University of Melbourne is an 
equal opportunity employer and has a 
smoke-free workplace policy 





GROUP MANAGER 


MARKET INFORMATION SERVICES - 




























likley, West Yorkshire c £28,000 + car 


As an international organisation operating in 34 countries, International 
Wool Secretariat can boast an impressive record of achievement. For 
over 50 years, IWS has promoted the world's most natural fibre, by 
providing product marketing, technological product development and 
styling services at every stage of the textile pipeline. 


Heading a team of 9 professionals, your priorities will be to prepare a 
Quarterly Market Report on wool's global situation and provide a 
comprehensive information service to the Managing Director and senior 
management. Maintaining a close working relationship with Corporate 
Planning, you will also take responsibility for the accuracy and validity of 
the systems and methods used for the collection of market data 
worldwide. 


in this high profile role, a good economics honours degree is essential 
with at least 5 years' experience in a market analysis or corporate 
planning position within an international environment. Sound _ 
management and interpersonal skills are prerequisites together with an 


analytical, numerate and inquisitive mind, 


As part of our attractive remuneration package, we are offering a 
generous salary, company car, private medical insurance, life assurance, 
contributory pension scheme and relocation assistance, where 


appropriate 





Previous applicants need not apply 


| 5 Please send: your CV., quoting current salary and our reference 
k GM/MIS/4 to: Mr A.R. Eveleigh, Personnel Controller, International 


cretariat, Development Centre, Valley Drive, likley, 
(shire, LS29 8PB. 


The University of the - 
South Pacific 
Suva, Fuji 


-READER/SENIOR LECTURER IN 


MONETARY ECONOMICS 
Post 90/5 (Re-advertisement) 


Applications are invited from suitable 
candidates for the above post. The 
candidate should have doctoral level 
training in macroeconomics and mone- 
tary policy and a proven interest in the 
development of underdeveloped coun- 
tries. Field experience in developing 
countries is desirable. Candidates are 
expected to have publications in the 
area of monetary economics. The ap- 
pointee will specialise in the teaching of 
money, banking and finance as well as 
conduct research in the general area of 
monetary and financial policy for small 
open economies. 


Salaries will be in accordance 
qualifications and experience in 
scales: Reader F$31,022-F$33,637; 
Senior Lecturer F$23,666-F$27,653. In 
addition the British Government may 
provide annual salary supplementation 
(in sterling) of: Reader £17,796 for 
married and £15,576 for single appoin- 
tees pa; Senior Lecturer £16,344 for 
married and £14,124 for single appoin- ' 
tees pa; The University also provides 
gratuity amounting to 15% of basic 
salary; appointment allowance; partly 
furnished accommodation at a rental of 
12.596 of salary; and a contribution of 
1096 of the basic salary towards an 
approved superannuation scheme. Ap- 
pointment will be for a contract period 
of three years and may be renewed by 
mutua! agreement. 

Further information may be obtained 
from The Assistant Registrar (Staffing). 
Telephone (679) 313900. Telex 


. FJ2276. Fax (679) 303437. 
Cándidates should send three copies 


of their curriculum vitae with full per- 
sonal particulars, names and address- 
es of three referees and date of ` 
ability. In order to expedite 

appointment procedure applicants are 
advised to ask their referees to send 
confidential reports direct to the Univer- 


| sity without waiting to be contacted. 
Applications should be sent to the Reg- 


istrar, The University of the South Pa- 
cific, Suva, Fiji, to reach him no later 


— than 11 May 1990. Applicants in the UK 
Should also send a copy to the Appoint- 


ments Officer, Association of Common- 
wealth Universities, 36 Gordon Square, 
London WC1H OPF, UK. 










Must have preni in modular or 
panel construction. for hotel/motel pro- 
jects, concrete or wood. 


European base, top pay, all benefits. 


era dM E USA 404- 
872-4838. e 










ECONOMIST 


PhD Economics and two years experience in: Oper research incl. 
dynamic programming and mixed integer programming, estimate 
productivity for the gas, electric and telephone company; math 
engineering and economic modelling; marginal cost using economet- 
ric and dynamic programming. Ede of micro economics and 
public utility economics; skill in using SAS, Soritec, Fortran, Bitnet & 
Kermit on IBM Mainframe, Lotus 1-2-3 and Dbase on the PC; skill in 
identifying and evaluating economic issues from complex situations 
and deal with large data sets. F/T, proof of legal right to work in US 
required. ! | im 

Send résumé to: D.C. Public Service Commission, 450 Fifth Street, NW, 
Room 820-A, Washington, DC 20001. Attn: Personnel. - 











SOCIAL SCIENTIST 
Lusaka, Zambia 


The Population Council is seeking a social scientist with program 
research and evaluation experience in family planning, reproductive 
` ealth, and AIDS prevention. Responsibilities include providing 
‘chnical assistance to family planning and population institutions to 
„plement; conduct, and evaluate research. projects in these areas. 
. Qualifications: Doctoral degree in social or health science related to 
population, extensive field research, resident work experience in a 
^ developing region, preferably sub-Saharan Africa. Salary: mid $40,000s 
: tolow $50,000s. Excellent benefits. Forward applications to Dr George 
Brown, Vice President & Director, Programs Division, The Population 
© Council, One Dag Hammarskjold Plaza, New York, New York 10017. 
- An EEO/A A Employer M/F. : ; . 








CITY 


‘University 
BUSINESS SCHOOL 
. RESEARCH OPPORTUNITIES IN THE -— 
- FINANCIAL MARKETS 


City University Business School, the leading business 
school in the City of London, has an exciting research. 
opportunity in the Centre for Financial Markets funded by 

idland Montagu, the International and investment banking 
m of Midland Group. 


Research Fellow 
— £12225-£18,432 p.a. inc. 7 
| The new Research Fellow will have undertaken 
. advanced postgraduate training in economics, with a 
substantial quantitive content, and be able to demonstrate 
both an interest in the field and the ability to complete 
. research projects to an agreed time table. 
" The appointment will be initially for a two-year period 
. {subject to a probationary period) and you should be — 
. available on or before 1st October 1990. | i 









ov" City University Business School aims to become the 
UK's leading business school and one of the best in the 
world, If you think you can help us achieve our goals, we 
look forward to hearing from you. E 
Application forms and further particulars can be 


E ud 


8HB, to whom applications should be returned by 5th May | 
1990. TEES 
We are an Equal Opportunities Employer. | 
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Dundee Institute of Technology | 


Head of Department 
of Accountancy & Economics 


The Institute is accredited by CNAA. The department | 
is responsible for teaching and research in the |. 
disciplines of accounting, economics and law; and it | 
provides courses leading to the awards of BA in 
Accounting, BA/BA(Hons) in Applied Economics | . 
and HND in Accounting. 











The person appointed may be eligible for the |. 
honorary title of professor, and applicants should |. 
have appropriate standing in either accounting or 
economics: in particular, they should be highly | 
qualified academically and have experience of course 
development and teaching at honours degree level; 
they should also have relevant professional and/or 
research experience together with a proven record of |. 
leadership and managerial ability. The salary (expec- j. 
ted to the reviewed. in the near future) is currently | 
£28,371. Financial assistance towards the cost of | 
relocation may be provided. — 2 i 















Further particulars and an application form are 
obtainable from the Principal, Dundee Institute of 
Technology, Bell Street, Dundee, DD1 1HG to whom 
completed application forms should be returned by 9 

















CENTRE OF INSECT PHYSIOLOGY AND ECOLOGY | 

f . QCIPE) Nairobi, Kenya —— nae — 
PRINCIPAL RESEARCH SCIENTIST/UNITHEAD — | 
. SOCIAL SCIENCE INTERFACE RESEARCH UNIT ret scisos — 
ship with the biological research programmes of the Centre, and is. 
responsible for providing information on socio-economic factors and. 
evaluating the sustainability, cost-effectiveness and potential impact of 
pest management technologies being developed by the ICIPE. Currently, 
the ICIPE concentrates on developing novel methods for the management 


THE INTERNATIONAL 










of crop pests, livestock ticks, tsetse and medical vectors. - | - 
A vacancy exists in the position of Principal Research Scientist/Unit Head. 
(SSIRU), tenable at the ICIPE's Headquarters at Duduville, Nairobi. - 73 
Qualifications and Ex perience: Applicants. must be social scientists of 
international repute, with a minimum of ten years’ postdoctoral research 

in agricultural or health fields. Specialists in agricultural economics will be 
preferred, but economists, sociologists, and anthropologists with relevant. 
and extensive research and administrative experience will also be consid- 
| ered. Evidence of ability to interface in biological research programmes is- 




















required. 


the Research sion, the selected candidate will be responsible for 
developing the intellectual and conceptual framework to guide young 
scientists in formulating and implementing programmes for socio-eco 
besides asemeni of pest management technologies being developed a 
the ICIPE, : . 
The remuneration package attached to the position is negotiable and 
includes attractive basic salary, gratuity, house and transport allowances 
and a generous medical scheme. — ^ — oe 

Applications giving detailed information on education, professional qua 
fications, experience, detailed and updated curriculum vitae, key reprin 

















marital status, age, present employment: fieduding salary), names and- 
addresses of four references (one being personal), and photocopies of | 
relevant certificates (which will not be returned), should be addressed to . 
the undersigned: Please quote advertising reference number on the | 
envelope. AE a ; E 
The Manager for Administration and Information, The International |. 
Centre of insect Physiology and Ecology, PO Box 30772, Nairobi, Kenya. 


Closing Date: 20 june, 1990. | 



















TEACH IN HONG KONG 
` We have vacancies for two Econom- 
ics graduates to work on a fulltime 
































equivalents). 




















| age. Contract length from 9 to 15 
. months. Start date June/July or 
: September. 




















. contact telephone number by fax 
(otherwise by express air-mail) to: 

Martin Clarke, Cambridge Tutors 
Ltd, 10/F Bank of Tokyo Building, 1 
























Kowloon, Hong Kong. 
| Fax: 852 8684156. 
Tel: 852 7317602 (GMT + B hrs). 














| during April and May. 

































world 


worldwide 
| purpo 





relations, and ensure that 


highly desirable. — 


resume in English to: 


basis in our offices in Hong Keng, | 
| providing tuition for students prepar- _ 
| ing for public examinations (GCSE, A- | 
level, Oxbridge etc and local f 


| Terms include air travel, accommo- | 
dation and competitive salary pack- | 


Send application letters and cvs with | 


Kowloon Park Drive, Tsimshatsul, | 


| interviews will be held in the UK . 


with headquarters in New York and offices throughout the 
seeks qualified candidates for the following position: 


DEPUTY DIRECTOR (FINANCE) 


(Division of Financial Management) 
LOCATION: New York, USA 


PURPOSE: Responsible for management of UNICEF's funds ~ 
, income recognition both general resources and 
purpose contributions, collection of receivables, spe- 
cial accounts administration, payroll pension fund, medical 

! ! rsonal entitiements, act as Secre 
Finance Advisory Committee, exercise authority 


tems reflecting good intern 
-the Finance Section to perform its duties. — A 


QUALIFICATION REQUIREMENTS: Advance: 
degree in Financial Management/Accounting/Business 
Administration (with major in Finance/Accounting). At least 
: twelve years experience in international financial management 
with specific experience of operations, foreign exchange, — 
international money markets, accounting, business adminis- 
tration and EDP. Fluency in English. Knowledge of French 


$90,000-US $100,000 range. | 
Qualified women are encouraged to apply. Send detailed 


ECONOMIC 
Conduct research of Latin Ameri- 
can market for small communica- 
tion equipment & related prod- 
ucts; prepare financial analysis 
| for prospective clients; develop 
| [acre spot trends & review 
| financial & fiscal info for mgmt. 1 
| yr exp must be w/communication 
equipment plus MA in Econom- 
| ics. 40 hrs/wk. $26,250/yr. Send 

this ad & your résumé to Job # 
FI.0261970, Job Service of Flori- 
| da, 3421 Lawton Rd, Orlando, FL 
32803 USA. 











Secretary to the 


| polli procedures and sys- 
| controls are in place to enable 





| University 


.SALARY AND BENEFITS: UNICEF as part of the United 
Nations common system offers competitive international 
salaries, benefits and allowances. Gross emolument in the US 


l Mr. Juan Luis Meza 4 3 
Sr. Recrultment & Staff Development Officer 
UNICEF —. —< Y 
3 United Nations Plaza, (H-5F) — 


New York, NY 10017, U.S.A. 
Closing date for receipt of applications:18 May,1990 
[UE TO THE VOLUME OF APPLICATIONS WE RECEIVE, WE WILL ONLY ACKNOWLEDGE 
THOSE FROM SHORT-LISTED CANDIDATES WHO WILL BE SERIOUSLY CONSIDERED. $ 
NOTICE: UNICEF 1S A SMOKE-FREE ENVIRONMENT —— 





Poor 
^ € 












University of Michigan 
School of Natural Resources 


Is seeking an | 
-Asst/Assoc Professor of 
International Natural Resource 
and Environmental Policy 


Applicants should have a PhD in NR policy, public policy, political 
science, or JD. Submit CV, trans., letters of ref. ASAP to Dean, 
School of Nat Resources, University of Michigan, Ann Arbor, MI 
48109-1115. Initial review by May 15. Apps will be accepted until 
position is filled. | B | A 


The University of Michigan is a non-discriminatory, affirmative 
action employer. 





SELENE EAR NU adhe eal 


The University of Sydney 
AUSTRALIA 

LECTURESHIP/ 

SENIOR LECTURESHIP 


Department of Economics 
Reference No. 13/01 


Applicants should be well qualified in analytical economics with 
some preference to be given to those with an interest in either 
Macroeconomics, Monetary Economics or Finance. in addition, 
ability and interest in teaching mathematical and quantitative 
economics in conjunction with one or more of these fields would 
be advantageous. More than one position may be available. 
Applicants for appointment as senior lecturer should have 
exhibited research capacity and lecturing skills with undergrad- 
uate classes and groups of advanced students. Applicants for 
appointment as lecturer should have demonstrated potential for 
sustained research and lecturing to undergraduate classes. 
Applicants should indicate if they wish to be considered for 
appointment to Senior Lectureship only. Further information from 
Professor Peter Groenewegen (02) 692 3074 FAX 552 3105. 
With the approval of the University, staff with the rank of lecturer 
and above, may undertake limited consulting work. 
Appointments for lectureship/senior lectureship have the poten- 
tial to lead to tenure and such appointments are usually 
probationary for three years. 
Salary: Senior Lecturer A$42,703-A$49,529 per annum 
Lecturer A$32,197-A$41,841 per annum. 
Assistance with relocation expenses in Sydney will be provided. 
METHOD OF APPLICATION: Applications, quoting reference 
no., including curriculum vitae, list of publications and the names, 
addresses and FAX numbers of three referees, to the Registrar, 
Staff Office, University of xut NSW 2006, Australia from 
whom general information is available. 


Closing: 17 May, 1990. 


The University reserves the right not to proceed with any 
appointment for financial or other reasons. 


Equal employment opportunity is University policy. 
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MARKETING AND BUSINESS devel- 
opment MBA working in Financial and 
Stock Exchange information Industry, 

. 15 years’ experience of start-ups, JVS 
. in Asia and Europe seeks position in 
entrepreneurial company. Will re- 
search opportunities on fee basis. Box. 
3693, The Economist Newspaper Ltd, 
25 St James's Street, London SW1A 










INTL BUSINESS MANAGER 


int! Manager, Asian, 31, Graduate, 
with B yrs experience in inti trade & 
based att 











ER 






seeks new challenge. 
Single; and willing to relocate. 
TAA 8 Roe Shuto 
r, asagar; i z nu ate í 
Bombay-20. or Fax: 91+22+204 29 99. 












4 


ogish, — 





e offer an intensive, twelve-month, fulltime programme, in E 
raduates with at least three years professional experience. 
A -Qur faculty i i$ drawn from ten different countries. 
And Our location if the centre af Pari is iius attract participants froin 
all over the worki: 





The me iting pot that results wil gve you a new vision of Europe as a 
single entity . 













rspective.in fact, that T out for 


mation contact: 


MIB ADMISSIONS OFFICE, 
CEAP ECOLE EUROPÉENNE DES AFFAIRES 
- = 108 BOULEVARD MALESHERBES, _ 
75017 PARIS 
TEL: 47546500 (EXT 6796) 
TELEX: EAPFRAN 640611 - TELEFAX: 4267.46.19 





FRENCH 66 TI 


and FRENCH, DUTCH pup SPANISH 66 
in the ARDENNES 


The advantages of the «CERAN 66» concept, 
with residential courses : 








intensive study (Minimum 38 lessons per week). 


A3 wk 


times, breaks and in tne evenings. : 
3. A total of 66 hours per week of full immersion in the language. 


Ceran is a top class school for leaders in business management 
and government. Our client since 1975 include Alcatel, AT & T, 
Canon, Deutsche Bank, Dow Corning, European Parliament, Ger- 


Benz, NATO, Philips, SHAPE, Siemens, Toyota, Winterthur, etc. 
We also run holiday courses in French for young people (13-16). 


CERAN 66 
Language courses for motivated people. 


CERAN LANGUES PROVENCE \\ CERAN ARDENNES 
M] 280, avenue du Chateau - B-4880 SPA 


BP. 27/080 | AR 
F-30130 PONT-SAINT-ESPRIT | | issu ELGIUM - Tel- (4 32) 87/82 71 64 
FRANCE - Tel. (435) 66 90 33 66 ill NC ] Fax («3287/77 36 29 
Telex 49650 céran b. 


Fax (+33) 66 90 33 69 NCEFRAIND 
in U.S.A. : Languagency - Tel. (203) 287-1699 - Fax (203) 284-1827 : 














Plus the constant practice of what you have learnt, every day | 
from 8 a.m. to 10 pm., with teachers constantly present at meal- | 


man Foreign Office, Honeywell, Lufthansa, McKinsey; Mercedes- 








Geneva, June 11-22, 1990 


isos thee 








FOR MONETARY 


AND BANKING STUDIES 


An^ intensive training. program for investmen 
analysts and corporate finance specialists whi 
wish to broaden and update their skills in anal 
ing. ard. interpreting financial statements: valua 
tion of securities, cash flow dynamics, M & j 

"accounting problems of multinationals, intern 

tional differences in financial reporting, LBOs, r 

and return management, project maneng meth 

ods, ete, 


"Instruction. by leading: internatiohal professionals 
_and academics, using. proven teaching methods 
l Worldwide, over 300 private and centra banks, 
insurance companies, multinationals. and. other 
financial and industrial companies have sent their 
executives to ICMB courses since 1982. 


E For deta iled brochure. or further information: 


Annelies Wind or Ghassan Khoury, 
international Center for Monetary | 
p iking Studies, - 

PO Box 36, 1211 Geneva 21, Switzerland. 
. Tel: 22-734 95 48. Fax: in 733 38 53 
> Telex: an 151 par e 


ICMB INTERNATIONAL CENTER 
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“International | 
Manufacturing aa RM 


The challenges facing manufacturing companies have never 
been greater. The 1980 witnessed the stark reality of increasing 
competition within a context of dynamic markets, decreasing 
product life cycles and stepped changes in rec hnolagy. 

|The purpose of this programme is to help companies ro more 
effectively respond te increasing international competition and 
to develop individuals and teams of managers in the realisation of: 
the competitive potential of manufacturing. | 

Participants will come from both the manufacturing function. 
and from functions that interface with manufacturing stich as | 
marketing, personnel, engineering, accounting, and purchasing. 

To get a brochure and find out more about rhe key benefits of 
attending this new programme pk ease contact Mauline Blake at 
the ak fress he low. ^ 


Mb CADRE HR er CPR ro ee eee reer ou a vo PE 


Please send me details of f international Ma nufacturing Programme’ 
NE PR Position 
Company tired resa deese d sisse. ansia s vuaesesnnokresaesssutphavosecerseno ova vo i JaN e Tagus 


Address ! 
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Mauline Blake, international Manufacturing p 
London Business. School, Sussex Place, Rer nts Park, o j. 
Londen NWI 45A. UK. Tel: 071-262 5050. Fax: 071-724 7875. ] | 


ea aaa TA 
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The most renowned. school for French MBA & GMAT 





INSTITUT DE FRANCAIS ADVICE CENTRE. LEARN 
| Daily 8. 30-17.00 with 2 meals For choosing an MBA course we suj FRENCH 
For. adults. 8 levels : Beginners I to Advanced I | rankings & guide books. To help with 
an INTENSIVE "COMPLETE IMMERSION” course on the Riviera. p we sell the Official Guide, practice papes The intensive way and in real 


immersion. This means living in 
one of the most picturesque re- 
gions of France and really becom- 
ing fluent. Also vacation and 


l Next 4- week course starts 7 May, 4 üne, and all year. and Iday courses- — 
efr et - ED21, France. Tel 93 01 88 44 vy 44, Thx 970 9898. Fax 93 7692 17 al) London April 28, Manchester Ma 12. 
3: For immectiate attention contact 
PasTest UK. Tel: 0565-55226 


Fax: 0565-50264 | learning plan. Cultural pro- 


| gramme in. Paris. Winter pro- 
gramme on the French Riviera. 
State age, goal level and time 
available. US transfer credits. 


The French and American Study 
Center, BP 176, Lisieux 14104, 
Cedex, France. Tel: 31 31 22 01. 
Fax: 31 31 22 21. 





IN THE GMAT TEST | 
... With expert help. 


— American business schools, & some in Britain, require the Graduate 
dime Admission Test for an MBA course. Prepare, with an intensive 
eminar. Run by specialists & led by Dr E-D. Jaffe, the GMAT authority ` 
3 day GMAT Seminar 29th/31st May 1990 in London 
Details & prospectus. Registrar, GMAT Educational Seminars, 
London Management Centre Suite, 235 ic Holborn, WC1. 





^ institute 
Montreux 



















z5 ud abi 01-242 3002 S a 
H ax > ». | “UNIVERSITY DEGREE LE «The Swiss School of Hotel Management» 
: | eA | HOTEL MANAGEMENT & 
T amm kerk Exper eaten: | | TRAVEL AGENCY MANAGEMENT 
5 | secure in their Jobs or Professions. DIPLOMAS TUITION IN ENGLISH 
E Eam a BACHELOR'S MASTERS or DOCTORATE Degree oy | , : | 
un o | i [0 Hotel Mot. Course: 3 years " 
Um | given for your job | | swiss 8USA, Diplomas LEARN TO SPEAK FRENCH BY 
ef Sas rarer mec We We scoop cotoge credits no | | Travel Agency Mgt: 1 year Swiss & IATA TOTAL NATURAL IMMERSION 
| Oy plies we zed for their achievements in business and — | International Diploma | " 
= | xi aed nde aso sem in espe. Ang me | intakes: January & September (Travel with French participants for 7 
| Send detailed résumé on work He and academe experience for a no | Agency: Sept. only) | intensive days in the DORDOGNE 
cost evaluaties — Details: HIM, 15 Avenue des Alpes, Cháteau LA VALOUZE 
CH 1820 C Montreux, Switzerland | 
| PACIFIC WESTERN UNIVERSITY | | pue eit 06" | dL Lae CBP 10 
Sepulveda California : La ax: - 96; | 
à) SORS SATIGSS Tolox: 182015 Fax iine i |The 453261 HIM — accreorren ev sefi 24490 LA ROCHE CHALAIS, France 
-" vic pup e T 2 Tel: 53.91 46 28 


Creating: ERTES E 
Strategic Advantage : 11-15 June 1990 
Today's successful companies are the ones that have learned how to get their strategy right. They 


understand and build on their strengths, they know with whom they wish to compete, and they have 
effective mechanisms for rabeng t their I pronen They act to create strategic advantage. 






"Strategic Market i 
— Planning J 


ERARE AAA KAA DEKOR AGAR OO 


The Competitive i 
Scone i 





Human 
Resources 









l a Strategic 


| Analysis of | 
| “| Advantage 


Control 
nanay Structure S 


SAMPAIO UU GRAUE, ROT SERENE RI RAIN EROS 


Planning 





Manufacturing - 
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id further information on this five-day programme, pisses contact John McGee, the Programme Director. 


ood 8 OXI SNY Tel I 735422. Telex 8347 attn TEMCOL Fax [0865] 735374 » 


















“FAIRFAX UNIVERSITY home study 
degree programs. Entry at any time. , 
Advanced credit given for. prior leart | 
ing/experience. No classes to att nd. 
For free catalogue, write: F 
: versity, Dept EC, 2900 Ener 
New Orleans, LA 70183 JOA 


44 BACHELOR, MASTER, DOCTORATE 

EARN A DEGREE. Use your past experience as 

. Gredit toward your degree. No classes, seminars 

GF on-campus attendance. Studies build upon 

. your experience. Self-paced + Send Resume 

aa For No Cost Evaluation 

905) 889-2711 

,. £198 Louisiana N.E. 
sity 



















IS - "MASTERS - "DOCTORATE = PLUS LAW. 
Full credit for work & life expenence. No residency required. 


| SEND RESUME FOR NO COST EVALUATION 
l LA SALLE UN rae AT DEPARTMENT 6 
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2nd INTERNATIONAL SEMINAR ON 
EFFECTIVE MANAGEMENT OF 
INFORMATION SYSTEMS © 
20-97 SEPTEMBER 1990 — LONDON, UK 


Registrations are invited from senior management in medium to large public and private sector 
organisations in developing countries, 


The seminar, co-ordinated with the London School of Economics, is designed to provide delegates 
with a basis for their decisions üpon Information Systems appropriate to their national resources 
and organisational aspirations into the next century. 


To d aie further information, please write or faz lo: 


owers International Ltd, 324 Kennington Lane, London SEL SHY. 
Fax: à 01.793 0293. Tel: 01-735 9000. 








Marketing Through 
Distributor Channels 


ONE DAY SEMINAR STRATEGY CLINIC FROM THE 
WORLD’S LEADING DISTRIBUTION CONSULTANTS 


London: 12 June-10 July 
Brussels: May 16 


Frank Lynn is dedicated to help firms manage 
change and grow their markets. These one day 
Clinics will provide direction on the design, 
refinement and management of all aspects of 
| channel marketing programmes. | 
It aims to benefit marketing professionals and 
' corporate planners in a variety of firms, but 
particularly those needi ing to implement 
multinational. marketing Strategies. In order for 
participants to gain the maximum help from the 
day, numbers are limited to 15 on each. 
Cost: £345.00 


ARATIN AAND santé DOTAD A AAAA ADNAN Aa A- T: AR A A aa SPERA: a 


To: Frank Lynn & Associates Limited, 2 Queen Anne's Gate Buildings 
London SW1 9BP. Telephone (0)1-222 9055. Fax (0)1-222 1436 


Name 

















Company... 


' Address 
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. Frank Lynn & Associates Limited 
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Course is constructed in a way 





that provides highly flexible yst 






comprehensive development | 






for busy managers. It is built. - 







around four separate residen- - 


tial week interspersed wi ac 






self-study packages and cen 






lead to the Heni ey Management 






Diploma and the Henley. MBA 






programme, 










For further details of Tre | 


New Henley Management 







Course and the full tange of 


Henley Courses, contaci 











Lynne Stone or Course Director 





| Carlton Hobbs on 0491 579088, 


^ HENLE 


LEY 
IMAGEM MENT COM 


Greenlands, Henley-on-Thames, Oxon RG9 3AU. 


or write to the address below 











An poses ner 
to Business Forecasting 


There has never been a greater need for accurate forecasting. . E: 
And never before has there been such a plethora of techniques and 
methodologies for carrying it out. This f four day residential 
programme will offer a critical assessment of the quantitative 
techniques and software | pac kages available to the forecaster. 
Participants will be given "hands on" experience of some of the 
most recently developed forecasting software, and see 
demonstrations of commercially available packages. | 

The problem of efective forecasting management and its role in. 
the decision making process will also be examined over the four 
days, as will the important issues associated with the defensibility - 
as well as the accuracy of forecasts. 


Dates: 19-22 June 1990, fee £1,350. 
4-7 December 1990, fee £1,500. 
Applications should be made to the Programme registrar, 
Mary Hardie, at the address below. 


Please tend me derdiei Bacaan aaa Q^ S CONT Ld 
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DOOMED IEAM ORE REDE ESO ED aK ERY 
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Business Forecasting, London Business School, Sussex Place 


Regent’s Park, London NWI 4SA, UK. i] 
Tel: 01-262 5050. Fax: 01724 i875. Telex: 27461 LBS KOX | G. 2 
























Character Fersonal no, 
Conespondehce Courses ~ 
TOLOS Anonymus. writing 
GRAFEX Ls 
Antwoordnummer 1927 
2501 W8, The Hague, Holland 
Tel: 01251. FI 272.Fax: 01751 40166 
. Consultations, 










minart and tecturers averse 
word Mare: E 






























| “Austra an Immigration _ 
- New Zealand Immigration. 
"tam advise you on your prospects of 
= approv. LS lad to Australia and New 
Zealand and we also prepare, manage and 
defend applications for migration fo these 
F —— tOuntnes. 
We are an Australian Law Firm with offices in 
Sydney, Melbourne, Brisbane and London. 
Andrew Hodgson — 
Barlow & Co 
Australian Commonwealth 
Immigration 
Solicitors and Attorney 
35 Piccadilly, London W1V 9P8 
Tel: 01-734 7282 
Fax: 01-734 4561 





































NI STAY IN Al 

22d " KENSINGTON 
APARTMENT 
WITH ALL THE COMFORTS | 
OF YOUR OWN HOME! 
Apartments to suit all. gore 
Studics to penthouses, Central | 
close to Harrods, theatres, & museums. 
T.V, maid service, 24hr recep. Short/ 1 
long iets. —— Perfect for business or lekure 


SERVICED APARTMENTS 
26/21, Collingham Gardens 

London SWS OHN TEk 01-835 1144 
Fax: 01-373 9693 . Telex: 818595 


OFFSHORE 
COMPANIES 


 BRITISH VIRGIN 
. ISLANDS 









FULL NOMINEE, MANAGEMENT, 
ACCOUNTING AND ADMIN 
SERVICES AVAILABLE 


FOR AN EXPLANATORY 
DISCUSSION AND BROCHURE CALL 
COLIN FOSTER. — 
OVERSEAS COMPANY : 
REGISTRATION AGENTS LTD. 
COMPANIES HOUSE - 
TOWER STREET 
RAMSEY. 
ISLE OF MAN 














į Smali character town house, off Sloane 
| Square. All modern facilities. Full English 
| breakfast inclusive of very modest rates. 


f" LONDON s 





| Visa requirements for companies, 
| partnerships and individuals doing | 


| ness, in the United States. 
| Law Office Edward S. Gudeon', 


| Tel: 071-486 0813. Fax: 071-224 2337. 
| “US. lawyer resident in London. Practice 





TEL: 19002 Te 4a gei pert ed | 


WILLETT HOTEL 


32 Sloane Gardens, 
London SW1W 8DJ. 
Tet: 01-824 8415, 
Fax: 01-824 8415 
Telex: 926678 


A LINBAR EXCLUSIVE HOTEL 


iy serviced apartments offering best value ` 
money. Gur apartments oher great savings corm- 
B pared to hotels. Fully serviced: private bathroom, 


| "s | kichen, TV, telephone, central heating, elevator. e 


Centrally located m Kensington area. 


^g Tourist Board Approved w 


Ashburn Garden Apartments 
3 Ashburn Gardens 
- South Kensington, London SW7 406, UK 
Tet 011-441 370 2663 m 
Fax: 011-441 370 6743 J 


NONE sanS 


n Services 


A major European Investigative Surveil- 
lance agency, services also include close 


protection courier and missing persons. 
All enquiries undertaken UK and foreign 
with absolute discretion, late Special 


Forces. 
Call 01-343 0469 
Fax 01-458 8346 


“US. 










business, or wishing to do busi- | 







Bulstrode Street, London WIM ero. 





limited to U.S. immigration and diui aw. 


CUT YOUR OFFICE COST 
IN FRANKFURT 
(WEST GERMANY) 


| Take a furnished, self-contained ser- 


vice office in Mörfelden, near Frank- | 
furt. Fully equipped office, telefax, | 


| phone, EDP facilities. Please contact: 


Aipha W & T GmbH 
Phone: 49 6105 24085 
Fax: 49 6105 2930 


| LUXURY SERVICE APARTMENTS | 


CENTRAL LONDON 


Well sited for theatres, business and late night 


] shopping. individually furnished studio and 


one bedroom apartments for rental from £220) 


| to £550 per week, Minimum stay one month. 


Letting Office, Neil Gwynn House, 
Sloane Avenue, London SW3 3AX 
Tel: 01-584 8317. 

Telex: 916358 NGHLDNG 
Fax: 01-823 7133 


CANADA—USA 
EUROPE—ASIA—TRADE 


Learn of: 

Offshore investment in Canada 
enabling USA market access 
North American firms & £urope 1992 
Profiting from Asian investments 
New ideas for global marketing 


— Subscribe and receive 20 issues annually. 
. Send payment (CANS125 or US$110 or 
£70), and address to: Circ Dept, "Cantrade 
Infoletter", 4802-2020 Highbury Street, 
: Vancouver, BC CANADA VOR 3T3. 

























| Particulars trom @ USA 808 552 2441, 






| Well cxtablished beachitont apartment devetop- 

















LONDON 
SOUTH KENSINGTON - 


Fully furnished luxury one and two bed 
apartments. 

Quiet tree Hned street close to shops, 
restaurants and tube station, Video 
security, 

Min onc week, £336 to £805 pw, Full 
info. Tel 01.225 0184. Fax 01-225 
0280. Telex 893095. 


Business in Germany 


Our concept offers the ideal solution for compa- 
nies planning to establish branches, sales stronge _ 
holds, agencies. We hold available an inexpensive ] 
alternative for you: 


— Attractive office-raams 

— Business address 

— Modern communication facilities. 
~~ Multilingual secretariés 

— Product Marketing 


You intend to have vour ovn subsidiary in Germa- 
ny? Fax: (0) 23 51/391 481. Telephone (0) 21 51/394 
333. 


























 DIEMAUER THE WALL LE MUR 
LE LE BERLIN WALL GMBH 
are proud to announce that we have been appointed exclusively, by 


LIMEX--BAU IMPORT-EXPORT (the official East German agency) to 
offer authenticated pieces of 


THE BERLIN WALL 


Large segments, cased presentation pieces, acrylic blocks and ornaments 
are available, proceeds are to be used for East German charitable 
organisations, including hospitals. 


PRICES & CATALOGUE AVAILABLE FROM: 
The Sales Manager, Overseas Division, 
Le Lé Berlin Wall Gmbh, 
Tempelhofer Ufer 10, 
1000 BERLIN 61. 
Tel: 030 251 7626 Fax: 030. 2517627 - 


Ne ERNATIONAL P PROPER ERTY — 


I 





BRUSSELS. TO LET: 


three storey 
office building—400sq metres, 3min 
walk from European Parliament. Call 
Brussels 734 8187. 


HAWAII 


Centre of Sy Pacific Rim economy. 
Apartment on low density quiet Molokai sey- 





erai minutes from bustling Honolulu. income 
program/personal retreat/nome office. Over- 
iook goll/ocean/amidst fine resort. Probably 
best of two words $125,500. 















AUSTRALIA — MELBOURNE 
ESTABLISHED MEDICAL CENTRE 


; Prominent clinic i inthe traditional medical lócole. 
Substantial two-storey buiding in six separate 
tenancies each with six tg ten consulting rooms 
plus associated facilities, 

ideally suited t6 owner occupier and/or 
investors looking for gill edged security and 
OT 
í Asking Price: A$2 45 Million, 
For brochure and further details: 





















ANTIGUA, WEST INDIES - 








|. ment offers for sale Þhwka of fe or fone ye 
| Peleom apartments Pact investment, phar d 
fouls for Pong Rong dapas unesie with 
















loni term intenost in Caribbean: Ounce manger Nothon Beller OBE, 

WHT prn ide engins inan fe HI wetpu. Dr Helen Wong, Clork Stitz 25 
Honot interested i parctiedng. Ui aes for a giit, H8 Queen Streel, Melbourne = 
rclaing vacation Pias voli HAAF 3473 fu Phone: (613] 6709122 

heb; B peuri ENE. IURE 13) re 


Barrymore Beach Clah, PO Box 244, Antigua. 
Tix: 2069, Fas: 869462 4140. 


R ANDORRA sR 
BUY DIRECT FROM BUILDERS En D 

Andorra- the true tax haven in the Pyrenees 

Full sales, management, and rental service. 


CISA ANDORRAN PROPERTIES 
12, Kings College Road, Ruislip, Middx HA4 8BH. Tel (0895) 621617 


OLD VIRGINIA HOME 


Lovely 2-story stone home circa 1780, 
carefully restored with modern heating 
and plumbing. Private, historic setting — 7 
with beautiful views. 3 Bedrooms, $3 
2 1/2 baths and complete apartment 
above 2-car garage 70 miles west 

of Washington, D. C. $255,000 


Call Sarah MacLellan, Realtor — Office: 703-662:6650, Home: 703-662-6153 
19 South Cameron Street; Winchester, Virginia 22601 USA 













PSYCHOMETRIC TESTING. An 
sential tool for team building anc 


top-paying positions: “All occupatio 

Free details, Overseas . aptent 
Services, Dept EC, PO Box 460, Town 
of Mt Royal, Quebec, Canada H3P 





EXPATS—FREE Copy, unique expat 


and ap- . newsletter. $2 postage. Expatworld, 
pointment of executive and key person- n" 
nel. Quick, AN. : DATI | 


Box 1341, Raffles City, Singapore 
9117. 





< ‘THE GLOBAL PORTFOLIO. The news- 


letter of international Investing. Free 
issue. Mercer, 80 Fifth Avenue, NY, NY 
10011. x 





EMIGRATE/work abroad. Essential in- 
formation on Australia, Canada, New 


SWISS CONSULTANT 


Fax: +41 1910 0814 uf ramie dcc E 

















Use your assets to 


IMMIGRATE TO USA 


Ask lor our free brochure. We offer co- 
ardinated visa, real estate and fa» advisory 
services by licensed professionals, 


Bra 
Sarah Hodge Recruitment Consultants 


Need a Top Secretary? | 


| Call (01)434-0030 
| 215- 2 7 Sian St London Wi R AH. 


GROUP (USA) INC 
Fax: +1813 254 0013 (USA) or 





KNIGHTSBRIDGE 










3C7. Zealand, USA | and EEG | countries. 


GREEN HOTEL — LJ IMMIGRATION 


A small family owned hotel in. Knights- [ | 

bridge which has been totally remodelled - | 

and refurnished to a high standard, - d 

Suites £105, Doubles £90, Singles £75 ed 

inci VAT & SC. | 
“A comfortable, spotiessly kept iittle hotel’ | 

in the heart of sale aati Egon 2 


For reservations | e ep 

















TAX RELIEF.—Tax losses, sponsor- 2 "s 
ships, business arrangements world-. . i 
wide available to lawfully lighten- 
tax burden, Strictly confidential 
tact Peter Griffith FA & AT inc 
Ponte Tresa, 7b CH-6924 So 
(Switzerland). Fax: SD 

Talax: 84 11 62 (CH). : 














nud: Edvard P. pu Um us 
dE rs 70302. W 





l SWISS: PRIVATE E BANKING. For per- 

“= sonal counsel, Ray Dalglish, 150 
MS Regent Street, London W1. Tel: 01 -734 
odd Fax: 01-734 4166. 





pore 3 
HOTEL 
2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X 8DT 
Tel: 01-235 1544 — 
Telex: 926679 DIPLM TG 
Fax: 01-259 6153 


in exclusive Belgravia within walking dis- 
tance of Harrods. Provides unsurpassed 
opportunity for super accommodation and 
full English breakfast at exceptional value. 


Single bedroom from £54.95 + VAT! 
Double/Twin from £79.95 + VAT 


À LINBAR EXCLUSIVE HOTEL 





START YOUR OWN EXPORT/ 
IMPORT AGENCY. No risk, recession- 
proof business. We show you how. 
Personal service. Established 1946. 12 
offices worldwide. Free information 
pack: Wade World Trade Ltd, Dept 

. 2C24À, Wade House, Queen Street, 
Swindon. Tel: 0793 613161. Fax: 0793 
619527. | 





We can represent you in London and: Pibvide basic market research, 
immigration advice and comprehensive administrative services. ASSO- 
ciates in EEC, USA and Far East provide similar services. We incorporate 
and administer companies in most countries including offshore. 


Contact Michael McHatton, 48 Grafton Way, London WiP 5LB. 


“plephone: (1) 387 2838. Fax: m 388 4932. Telex: 297320. DX 2106. 
rom 6 May 1990 add 7 before 








PROFIT FROM U.S. GOVERNMENT DRUG SEIZURES 


ow would you like a new hause or car, courtesy of the United States Government? Govern- 









We offer the following services 
to companies on the UK main- 
land and overseas: 


DIRECTOR 
SERVICE 


COMPANY SECRETARY 
SERVICE 
REGISTERED OFFICE 
SERVICE 


You will have and hold full con- 
trol of the company but not be 
seen. 























Free details: 


STRAIGHTGAME LIMITED, 
2 Stones Bank, 
Stead Lane, 
Ripponden, 

Near Sowerby Bridge, 
West Yorkshire, 
England, UK. 

Tel: 0422 824579 or 
Fax: 0422 824584. 


E ECONOMIST APRIL 21 1990 . 


THE PARKES 


LONDON'S LATEST SUITE HOTEL 
LUXURIOUSLY APPOINTED 


HOTEL ROOMS (from) 
SLEEPS2 £85.00- VAT 
SUITES (from) 
SLEEPS4 £144.50 + VAT 


INCLUSIVE OF: 

* Sumptuous English buffet 

breakfast 
* Colour TV radio 
Direct dial telephone 
Hairdryer 
Hospitality tray/tea/Coffee/ 
chocolate & biscuits 
Complimentary newspapers 
Luxury kitchenette in each suite 
Luxurious appointed bathrooms 
Guest lounge 
ironing centre/trouser press 
Room safe 


41-43 Beaufort Gardens 
Knightsbri 
London SW3 1PW 
Tel: 01-581 9944 Fax: 01-225 3447 
Telex: 268235 
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[ment officials are seizing automobiles, boats, computers. homes and other realestatetom WO 
drug traffickers. 


Then, the U.S. Government reselis their merchandise and property at public and sealed bid . : 
auctions, In some cases the US. oen NINH ONU vot i once Pu i E 
were practically giving things away. » 


FIRST TIME EVER: 
THE COMPLETE GOVERNMENT AUCTION PACKAGE 


One agencies want you to come 10 their auctions or purchase their 
real estate, many at increcibly low prices. 

Enroll now in this special program and take advantage of fantastic bargains in Military Surplus, 
Real Estate, Electronic Components, Scrap Metals Metals, Airplanes Computers, Luxury MTOUN. ju 
Yachts, kie inei thousanc different types of merchandise. Excellent export 6i bor 
Many auctions held throughout Europe and the Far East. 


Find out IN ADVANCE about U.S. Government Auctions. 


PHONE FREE ...« * 
THE ACTION GUIDE TO GOVERNMENT AUCTIONS | 
UNITED KINGDOM 0800-89-1570 uniten stares 1-800-822-2470 





FRANCE 1905-90-2529 GERMANY 0130-81-1397 
SWITZERLAND 046-05-5715 CANADA 1-800-468-5060 
NETHERLANDS — 006-022-9713 ausrRAuA 0014-800-125-854 
BELGIUM 11-8141 JAPAN 0031-11-1457 
SWEDEN (20795674 HONG KONG 809-7106 
ITALY 167819024 xorea 008-1800-914-8270 


MASTERCARD —VISA—AMERICAN EXPRESS — DINER'S CLUB 
COPYRIGHT € REX PUBLISHING CO. ALL RIGHTS RESERVED. 
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German 


Change is coming swiftly 
in Germany. Walls are tumbling 


down. Barriers are being broken. 
History is being made. And 
business opportunities created. 






[LOCA TOC 


German Brief, a monthly English language 
news-letter with a four-page weekly news update, is 
published by the Frankfurter Allgemeine Zeitung Infor- 
mationsdienste, a division of West Germany's most re- 
spected daily and business newspapers with over one 
million readers. As well as reviewing and commenting 
on major political and economic events, German Brief 
keeps its readers informed on likely developments 
within key sectors of German industry. 


German Brief provides subscribers with: 

e Facts and figures on such economic develop- 
ments as exports and imports, balance of trade, con- 
sumer trends and inflation rates. 

* An exclusive rating system of nine key German 
industrial sectors showing current levels of activity and 
forecasts for the coming months. 

e Profiles of leading West German companies, and 
smaller but significant exporters. 


Order Form 


Please enter my subscription to German Brief for one year starting 
with the latest issue (see payment instructions): 


Name 





Position 

Company 

Address 

City Postal Code 
Country 

Signature 

Tel: Telex: Fax: 
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Brief 


m Frankfurter Allgemeine Zeitung GmbH 
INFORMATIONS 


== DIENSTE 





Photo: Barbara Klemm 


e Analyses of the rapidly changing situation in 
East Germany and its impact on the economy and poli- 
tics of West Germany. 

e Information on trade fairs, conferences and 
other events well in advance. 

e A copy of the German Handbook, a compact 
business guide which is updated annually. 


Even if you have your own intelligence sources, 
such as an in-house research department, 
German Brief provides you with a 
knowledgeable and autho- 
ritative insight into the 
German business 


CJ Please bill me 


O Payment enclosed 


Payment Instructions: 

Orders in the United Kingdom: make cheque for £330 payable 
to Financial Times Business Information and send to Judith Harris, 
German Brief, PO Box 312, Tower House, Southampton St., 
London WC2E 7HA, Fax: 01-240-7946, Tel: 01-240-9391 


Orders in the US and Canada: make check for US$440 payable to 
European Business Publications Inc., PO Box 891, Darien, Connecti- 
cut 06820, USA, Fax: 203-655-8332, Tel: 203-656-2701 


Orders in the rest of the world: make cheque for D-Mark 802,50 
payable to Frankfurter Allgemeine Zeitung GmbH; 

Hellerhofstr. 2-4, 6000 Frankfurt 1, West Germany, 

Fax: 069-75919067, Tel: 069-7591-9170 





ONOMIC AND FINANCIAL INDIC 


OUTPUT, DEMAND AND JOBS Growth in America's industrial production quickened slightly in the 
12 months to March, but only to 1.096; in Britain, at 0.396 in the 12 months to February, the rise was 
almost unchanged for the second consecutive month. Italy's industrial production expanded by 
1.5% in the year to January. West Germany's retail sales increased by 4.3% in the year to 
February, up from 2.696 in the year to January; Britain's edged up by 0.596 in the 12 months to 
March. Britain's jobless rate in March stayed steady at 5.696, while Australia's fell to 6.196. 



































% change at annual rate | 
industrial production GNP/GDP — retail sales [volume] unemployment % rate 
3mthst — year 3mthst — year 3 mthst 1 year latest year ago 
Australia — — 85 +01 of — 10 + 42 a4 +09 + 3,7 a 6.1 Mar 6.2 
Belgium +22 +35 ww na na +21 +29 oat 94 ma't 97 
Canada | — 05  — 02 a 420 +24% +17 = 47 0 72 Ww 75 
| France +07 +22 m +43 +37 — 44 + LI pe 94 re — 100 
 W.Germany + 96 + 44 re +37 4 39 « +94 + 43 re 7.2 Mar 79. 
Holland — +14.0 +100 m — — 48 +390 4102 4 81 wm 5.4 ian 6.3 
italy ~22 +15 m +32 +28 +78 ~ 73 per" 10.8 ræ — 106. 
Japan +28 +34 m +30 -4lo 4| 4 89 m 21: 23 
Spain —— — 26 — - 48 m na na (7209 + 62 re 158 re — 180 
Sweden +32 — 16 Jan na +07 u —113 +16 o« 13 w* — 13 
 ftzerand — 68 +06 0 +19 4 28 « — 25  - 02 wi 06 fæ 0.7 
C ~49 +03 m +24 +21 o +42 +05 ww 56 wx — 67 
USA | 04 +10 me +11 4 26 o — Q4 +12 re 5.2 mar 5.0 


Value index deflated by CPL.**1988.[ New Series. 
VRMEENNNEEENEMERNME————— ———————————————————— M Á« 
PRICES AND WAGES America's consumer-price inflation edged down to 5.2% in the 12 months to 
March, the rise in America's wholesale prices slowed to 4.496, in a period when Japanese 
wholesale prices rose by 3.9%. Britain's consumer-price inflation in those 12 months rose to 8.1%, 
and the underlying rate (ie, without mortgage-interest payments) to 6.3%. British workers received 
a pay rise of 9.5% in the year to February, which was above price inflation on any measure. 





monthly earnings for all employees, 


W INFLATION Consumer-price inflation in 
the 24 OECD countries has risen steadily since 
1986's low of 2.7% a year; in 1990 oEco 
inflation is forecast to hit 6.496. Several of 
the countries in the chart show renewed - 
inflationary pressure. Spain's inflation has 
risen from a 1988 low of 4.196 to its present 
6.796; Finland's from a 1986 low of 2.396 to 
7.6%; New Zealand's from last year's 4.0% 
to 7.226; and Portugal from 1988's 8.496 to 
12.1%. The mid-1980s' inflation basket- 
cases are in better shape than they were. 
Iceland, which saw its rate peak at 37.896 in 
1985, now has to cope with a still-high 
23.4%; Greece is down from 1986's 24.7% 
to 14.2%. Austria has managed best. Its 
annual inflation rate has risen from a 1987 
low of 0.3% to just 2.9% today—the lowest 
of the countries on the chart. 


% change at annual rate — . 
consumer prices* wholesale prices* wages/earningst 
3 mthst 1 year 3 mthst 1 year 3 mthst 1 year 
Australia +77 + 7.8 à» + 4.2 + 7.0 nw + 91 + 6.2 ww 
Belgium + 3.4 + 3.4 Mar + 1.0 + 4.7 Dec + 37 + 42 g 
Canada + 42 + 54 Feb — 08 + 04 re + 69 + 5.0 Jan 
D l ; + 4.1 ow 
W. Germany  —s_ss+-_-« 4.5 + 2. Mar + 0.4 + 47 Fe + 41 + 4.8 re 
Holland _ +08 + 2.2 Mar — 28 — 02 re + 16 + 1.4 fe 
italy * 68 4 61 Ww * 60 + 5.4 dec + 65 + 69 p«* 
Japan — 05 — +36 re +18 + 3.9 we +10.0 + 5,9 Jan 
Spain +76. + 7.0 Mar + 23 +28 fo — + 27 + 5.3 de 
Sweden +12.8 + 87 Feb + 63 + 5.4 fe + 89 + 9.9 Jan* 
Switzerland 4 73 + 50 Mar + 16 + 23 Feb 4157 + 36 q* 
+ 73 + 8.1 Mor + 65 + 5.6 Mar +10.4 + 9.5 Feb 
à | +74  — 52» 5 — — B1 + 4.4 Max + 33 + 4.0 ma 


tHourly Wa rates in manufacturing except Australia, weekly earnings; Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly 
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COMMODITY PRICE INDEX 
Cocoa prices have surged 
50% from a 14-year low in 
February, to nearly £900 a tonne. Prices- 
have been depressed by six years of surplus - 
production, resulting in stocks of almost 

1.3m tonnes. However, over the past two 

months a combination of political unrest in 
the ivory Coast, the biggest cocoa producer, 
and the virtual absence of Brazil, the fourth- 
largest producer, from the market because 
of its anti-inflation measures has boosted 
prices. The decision to extend the Cocoa 
Agreement (without its price-stabilisation 
clauses) will freeze the 250,000-tonne buffer 
stock until at least September 1992. Brazil 
has now said it wants to join, adding to 
producers’ resolve to underpin prices. 







































































































1985-100 —— % change on 
| Apri Apri7t — come — one 
Dollar index l 
All items 129.7 — 1293 — 14 -129 
Food 1050 — 1047 +13 -—110 
Al 1542 1538 | — 32 —142 
Nfa t 1397 1405 +14 425 
.. Metals 1644 — 1631 — — 59 —220 
All items 10017 1014  — 28 ~ 85 
Food 823 821 ni — 64 
industrials d 
A = 4209 1206  — 46 — 98 
Nia tt 109.5 110.1 nl + 77 
Metals 1289 1279  — 72 -180 



















All items 1014.3 — 1009  — 10 -129 
20 82.0 817 +18 —109 
All 120.4 ^ 1200 — — 28 -—141 

.. Nta tt 1091 — 1096 +19 + 26 
Metals 1284 1273  — 55 -219 

$peroz .— — 37525 37400 -— 61 — 27 

$ per barrel 1650 1675 — 75 ~145 > 









$ Provisional $} Non-food agriculturals 































@ LATIN DEBTORS The total foreign debt of 
Latin American countries rose by less than 
1% last year, to $416 billion. As a percent- 








WORLD BOURSES Wall Street shrugged off a higher-than-expected increase in March consumer 
prices, rising 1.3% during the week. Tokyo continued its springtime fall, losing 3.9%. Continental 
European bourses were the week's best performers: Madrid was up 5.0%, Milan 2.9%. 












































age of exports of goods and services, the | Stock price indices | | | ..— % Change on | 
region's debt burden fell for the third year Api; — 290 —— one one record 31/12/89 
running, to 31696. Brazil, the biggest debtor, high low week year RE oe AR 
adem up aq] AMA a pr. Wr UN Me. ND o, eO 
ENING HS eC eh TANO rS T Bagh 61421 65904 55082 F07 * 41 -97 — 52 -28 
peak in 1986 the ratio was 456%. Mexico's | Canada 35134 ^ 40008 ^ 35134 ^ — 28 — 23 148 -15 -122 
debt-export ratio last year was almost identi- | France —77 "8531 557 4829 4 i2 4 192  -— 45.  —01  -*25 O O 
cal to Brazil's. Argentina, the third-biggest | W.Germany 2349.5 2440 21510 +04 +355  —27 +73 +82 
debtor, still had a debt ratio of 541%. Chile | Holland 1976 é 206.3 1842 +10 + 47 Gt -26  - 14 
has trimmed its debt ratio by most, from | Hongkong 3020.4 30204 27386 +27 = 37 735 , t65 7 BB 
| 404% to 186%. Of the countries in the | tay — — à— 73! 734 846.7 — t29 * 156 -25 —€80 97 t87 — 
_ chart, only three have failed to cut their debt- Me rs ERE ee) MEI EIL EPA CODES R3 E43 
export ratios: Nicaragua, Ecuador and Co- | sith africa 28730 32110 — 2/950 -03 * 160. —108 — 0 30  — BH — 
lombia. Nicaragua's total debt was $8 billion Spain 2699 3029 2482 +50 - 88  -179  - 91  -— 982 
at the end of 1989. The country's debt-export | sweden 11469 13179 11272 4 03 + 37  -165  -—91 - 80 
ratio will be a burden from Mr Ortega to its | Switzerland — 7526 7872 7376 —01 4 H3 -92 -10 +24 
new president: last year it was 2,656206. UK 20145 24637 22160 — 0.1 + 68  -—101 -— 86 — 98 
n USA —— 27658 2810.2 25432 4 18 4 162  - 16 +05 +05 
Worldt 4826 5710 4683 — 06  - 61  -1585 —149 ~149 Z 


"Now series $ Morgan Stanley Capital international {Converted at financial rate 


MONEY AND INTEREST RATES America’s narrow money supply grew by 2.4% in the 12 months to 
March, while its broad money expanded by 2.8%—the slowest rate of growth on this measure 
since 1970. Japan's broad money jumped by 11.6% in the 12 months to March. — — 

Money supplyt interest rates % p.a. (Tuesday, except bonds which are previous Friday) 

. '& rise on year ago Money market Commercial banks Bond yields Eurocurrency 


Narrow Broad Overnight 3months Prime Deposits Gov't Corporate Deposits Bonds* 
[M1] lending 3months long-term 3 months 


Australia  — 08 +197 re 14865 1509 1960 1438 1341 1405 1463 1427 


reget d EAE Pa eer o rA Rap a arr rr RH E NM e A rrr eet trt rrr PU HARE H HH PEARY tn Pre Eee TAAL ATT NA HELA At EL NT er NN SAAS 


Beigium +55 +940 — 1000 10.20 13.25 995  . 1009 101 1025 10.07 


mA VO RI AM ama ar m n N A VAS mra P m rrr ar rrr rr Herr i rint e mn 


Canada — — 16 +104 wa 1325 13.45 14.285 — 1345 11.33 1227 1919 1294 

















France +65 + 62 oe 9.81 9.88 1080 1006 965 1036 1000 997 
W. Germany + 31 — 45 re — 785 815 10.50 7.42 8.85 8.85 8.19 8.80 
Holland — 4 57 +151 wn 625 850 1075 ^ 850 896 952 850 — 9.22 
italy — — 101 — 102 s — 1250 — 1263 14.00 na 12.20 1240 1188 1223 
Japan + 11 +11.6 mw 697 663 625 204 739 755 744 741 
Spain +147 +88 re 1458 1498 1625 725 13.37 1405 14.12 13.80 
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"Y n today's multinational firm, 

the finance department is the 
~ global information center. From 
the rise and fall of the dollar to in- 
flation trends in Latin America, cor- 
porate tax rates in Italy, currency 
and trading information for Japan, 
how to borrow in Brazil—when in- 
ternational executives have import- 
ant questions, they head for finance. 


Well, answering those questions has 
just gotten easier. . . 


A reference manual, a calendar, a 
planning and travel guide, this 
handsome leather handbook puts 
hard-to-find economic, regulatory, 
financial and trade information for 
20 key countries at your fingertips. 
From rules on remitting dividends 
and profits to trade financing, bor- 
rowing instruments, tax rates, trade 
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controls and more. 

Sponsored by KPMG Peat 
Marwick, the handbook also gives 
you the practical information 
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executives need—such as world holidays, major 
airlines, visa and entry requirements, and addresses 


and phone numbers for important business contacts | | 
ind offices Please send me copy(ies) of The Business International 
and ¢ 28. è e à 

Financial Executive’s Handbook. 


Comprehensive and elegantly produced, The 


Business International Financial Executive's ! Quantity Price Quantity Price 
Handbook makes a beautiful and functional desk 11 | $150 each 6-25 $115 each 
2-5 $130 each 26-50 $100 each 


accessory. It is also a distinctive gift for colleagues, 
clients and staff. It is ideal for CFOs, treasurers, 
controllers or other financial executives, and will be 


To order quantities of more than 50, please call F. Marion Thomson, 


Client Service Officer, at 212—460—0600. 


. . fih € > i > J N as "g > ?" "1 
appreciated by any executive who dependsonaccu- !-— Please bill me. —] Check enclosed. 


rate economic and financial information and easy- 
to-find practical data—CEOs, planners, operating 
managers, heads of international divisions, market- 








Name Title 











Company 
ing directors, accountants and bankers. 





























To order your copy, simply complete the coupon Address 
and send it to us today. . . z E < 
y City State/Country Zip/ Fi stal Code 
gm Bu: é s. Telephone Facsimile 


Send to: Order Fulfillment Department, Business International Corp, 
215 Park Avenue South, New York, NY 10003, Facsimile 212-995-8837 
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( ‘harles, | Joorman 


| our Seasons Hotel, 


Washington, D.C. 





istinction and dispatch, meals may be enjoyed in your room at any hour, 


wit a good word and winning smile. Perhaps because no one knows betterthan our front 


assadors the warm, comfortable realm that awaits you behind the 


Ritz-Carlton), Houston | 
KDA: Montreal, Ol 





Al YOUR SERVICE, 
WORLDWIDE. 


Whether you're traveling for business or pleasure, the level of service you've 
come to expect can be found at these and other fine hotels which welcome 


the Diners Club® Card: 


Clarion Hotels & 
Resorts 


Dolder Grand Hotel 
Zurich 
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Tokyo, Amsterdam 
Hotel Villa Magna 
Madrid 

Omni Hotels 


Jasper Park Lodge 
Jasper, Alberta 


Sheraton Hotels, Inns 
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Kowloon Shangri-La 
Hotel 

Hong Kong 

Pan Pacific 
Vancouver Hotel 
Vancouver 
Steigenberger Hotels 
I hroughout Germany 
Stouffer Hotels & 
Resorts 

The Regent of Sydney 
Sydney 

The Ritz Hotel 
London 


Kuala Lumpur Hilton 
Rockman’s Regency Hotel 
Melbourne 

The Dynasty Singapore 
Singapore 


® Diners Club isa registered 
service mark of Diners Club 
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‘remains in Europe, page- 
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The chemical giant knows th 
has to change, but not how to do 
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Seeing red over greenery 


SiR— Your leader on farm sup- 
port ("Green and unpleasant", 
April 14th) was both woolly- 
minded and wrong. You begin 
with a statement which is simply 
unsupportable in 1990, when 

yu claim that Britain's farmers 
2 king" the countryside 
y ‘ploughing up meadows and 
prooting hedgerows. A decade 


isagree. Farmers were doing 


to government incentives. No 
longer. 

You go on to claim that, by 
“some jiggery-pokery with the 


ing given to (British) farmers. 


pound, German farmers are re- 


their wheat than British farmers? 
; Lastly, you state that “organic 
-farming thrives with no EC 
< cash". This is nonsense. An or- 


"more nor less subsidy than his 
conventional counterpart. And 
his produce sells for a premium 
over non-organic crops which, 
in the case of cereals, are sup- 


... ported by a minimum price. 
Thriplow, 





Hertfordshire — .OuvgR WALSTON 
‘Malta and the IRA 


. Si&— Your article “Arming the 
IRA" (March 31st) makes numer- 

ous references to Malta. 

Following the seizure of the 


go, it would have been hard to 


nese things—in direct response 


green pound", more cash is be- 


uite true. But why choose to ig- 
ore the fact that, due to a weak. 


ceiving almost 3096 more for 


ganic farmer receives neither 
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in December and ret vesk in January by The Economie 
item Pte. Hd. Times TUE Jurong Port F 226 


Eksund on October 31 1987, it 
was Malta's police who (on No- 
vember 11th) first made contact 
with the French police and 
Interpol, requesting information 
to ascertain whether—since the 
vessel had been in Malta—there 
had been Maltese involvement. 

In January 1988 the Maltese 
authorities, of their own accord, 
passed copies of all relevant doc- 
uments to the French. On May 
25th they were informed by the 
French police that documents 
seized with the Eksund were still 
being examined and details 
would be sent as soon as 
possible. 

On December 3rd they re- 
ceived a letter from the French 
police dated October 26th, giv- 
ing details of the Eksund's crew 
and cargo. On March 22 1989 
they were informed that interna- 
tional rogatory letters were being 
prepared. Permission was also 
requested for a French investi- 
gating team to come to Malta, 


and for assistance from Malta's 


police. These requests were im- 
mediately complied with. 
The investigating team ar- 


rived on ]une 6th and left on 


June 17th. During their stay all 
possible help was extended to 
them. Meanwhile, the rogatory 


letters received in Malta on May 
23rd were being processed. 


through normal channels. The 
French authorities asked to in- 
terview two unnamed Libyan cit- 
izens, one of whom was said to 
be an airline station manager 
and the other a director of an 
Italian-Libyan-Maltese factory. 
Malta’s police identified the 
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“two. It transpired t 





t the for. 
mer had terminated his posting 
to Malta on January 16 1987 (21⁄2 
years before the French request). 
The other had left Malta on July 
3 1989, before he could be iden- 
tified and the request submitted 
to the courts. The court upheld 
the request, but it was never exe- 
cuted due to this person’s ab- 
sence from Malta. 

The Maltese police offered all 
assistance to the French juge 
dinstruction who came over to in- 
vestigate. The judicial authori- 
ties heard a number of witnesses 


_ in execution of the rogatory let- 
ters, and all relevant material— 


its index covers 12 pages—was 


passed to the French authorities. 


- No stone was left unturned to 

assist the French inquiry. lt is 
unfair to attribute "delays" or 
"red tape" to the Maltese au- 
thorities. Malta is fully commit- 
ted in its fight against terrorism 
and several governments have 
had no hesitation in showing 
their appreciation for its co- 
operation. 





JOHN MANDUCA 

High Commissioner 

London for Malta 
Baudouin and abortion 


SiR— n reporting what amounts 
to a crisis of conscience for our 
king (April 7th), you omit 
among other things to mention 
that an inquiry held by various 
Belgian newspapers on the day 
of his temporary step-down 
showed that a 7796 majority of 
people approved of what he had 
done. 

Dongelberg, 


Belgium JAN BAUWENS 





Si&— To say that the Belgian |. 


abortion law is "one of the most _ 


restrictive" in Europe is untrue. 
It allows for abortion on demand 
during the first 12 weeks of preg- 
nancy. A woman has only to tell 
the doctor that she is in a "state 
of necessity" and she may have 
an abortion, after a symbolic 
waiting period of six days. 

And abortion is allowed dur- 
ing the whole of the nine 
months of pregnancy if the foe- 
tus is handicapped—a more lib- 
eral state of affairs than any- 
where in Europe—or if the 
health of the woman is put seri- 
ously in danger. 


Ostend, 
Belgium PHILIPPE ScHEPE 
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transition to democracy in “Pre- 
Columbian power” (March 
10th) fails to mention Mr Fer- 
nando Belaunde Terry, who was 
the first democratically elected 
president of Peru after more 
than a decade of military rule. 
Mr Belaunde Terry’s achieve- 
ments as president were few. But 
he gave Peru’s fledgling democ- 
racy greater credibility by surviv- 


ing in office to the end of his 


term against all odds. 

Mr Alan Garcia, who has pre- 
sided over economic and social 
chaos and must shoulder much 
of the blame for the current situ- 
ation, should not be given credit . 
for something he certainly did | 
not do. 


London MARTIN Bari 





Perfectly proportioned 


Si&— Western nations and the 
European 
countries should take warning 
from the case of Israel and adopt 
my 51/49 electoral system. 

The party with most votes 
takes 5196 of the seats in the leg- 
islature. They can then form a 
government strong enough to 
fulfil their mandate. Extreme 
government measures are, how- 
ever, subject to check as they are 
vulnerable to rebellion by a rela- 
tively small number of their own 
people. 

The remaining parties take 
the other 4996 of the seats in 
proportion to their share of the 
remaining votes. They can t 


oppose in fair proportion. 
Plymouth, 
Devon ANDREW DOUGLASS 











"Spécial Report. No. 2000 — 
. THE UNITED ARAB EMIRATES 
THROUGH THE 1990s 

Fitful Recovery Ahead 


The seven member UAE faces the 
prospect of a marked economic 
upturn in the next five years. This 
Report examines the lessons 
learned in the 1980s and whether 
the federation is prepared for 

| changes that could now be in 
store. It evaluates performance in 
. individual emirates and economic 
sectors, revealing where activity is 
bs to Lin up fastest. 


























'S HOl c trappy darde 
Real success puts everyone abe ad.” 





Winning in business requires constantly re- thinking and improving tbe way business 















is done. Not just once, but as a way of life. Gaining com petiti 'e advan tage often depends 
on the ability to change rapidly But change is difficult. Complex networks of interdependent functions 
and levels often create barriers between the strategic vision and practical marketplace results. 

| For thirty years, United Research bas been in the business of working with corporate leaders 
to make major change bappen smoothly and effectively. Through this experience we bave developed the 
multi-disciplinary know-how, tools and methodologies to belp blue chip, ‘well-managed firms clarify 
ibeir complex businesses so that management can focus on the SHE" critical Vero that are key to 
long-term success. m | qe : e 









To continue our rapid growth, we are ieee for results-orientated hi gh per, jones 
from a broad range of backgrounds who have a well-developed mix of intellectual, practical 
and interpersonal skills. We are seeking. $e xperienced consultants or managers “who bave £j 
implemented consistent performance improvements both in their own discipline and in ‘their y 
business. We are interested in a range of disciplines that demonstrate business skills, " 
organisational effectiveness and best management practices within manufac turing, aerospace, utilities 
and financial services sectors. A degree is essential, and rapid continental Poca makes men ind 
European language à major asset. 

United Research's focus on creating measurable competitive advantage jor o Our clients 
requires interdisciplinary teams, often utilising an LT. core, integrating. engineering, manufacturing, 
organisational and buman resource skills better to implement change. Ti bis stimulating teamwork 
environment provides a sense of individual achievement, as well as i adidas Hes to det eps indi vidual 
skills and gain outstanding rewards based on performance. 

A key requirement is tbe ability to travel and work away from bome on a very extensive basis. 
An initial period will be spent in tbe US. whilst training. 
: “Please write with fuil CV. to Marian Knapton, United Research Group, 11-14 Grafton S. treet, 
London WIX SLA, Please quote Reference No, £790. 
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RECRUITMENT CONSULTANTS GROUP 
3 Landon Wall Buildings, London Wall, London ECM SP) 
Tel: DIT- SOS SSS or O1-5eo 3576 

Telex No. GB7374 Fax Mo. 01-256 8501 











iio consultants working a la is ile assignments for several 


r ents aroun ihe. wona 



























Macro Economics A National aD e dios a dns e a e Educatión and Health. 


POS Accounts — ONT @ Natural Resources = Transport. and Teiótimitunications 
Development Policy and Planning 
Manpower Planning . @ industry and Commerce Q Infrastructure and Construction 
International Trade Policy — . |. 9 Finance and Banking | @ Energy 


|. Agility and creativity in thinking, familiarity with current developments and issues in your own disciplines, proven track record in 
similar assignments, good communication skills and a high degree of computer literacy and numeracy are key requirements. 
An attractive initial tax-free salary is negotiable plus competitive benefits. Applications will be forwarded to our client in strict 
confidence. Please write quoting reference DP23206/E: CJRA. 


icio JOHNSTON RECRUIT ITMENT ee LTD. 3 pisi WALL BUILDINGS, LONDON WALL, LONDON EC2M 5P s 8873/4. Hx , -296 8301 














The Arts Sce is established by This is a challenging role for a 
Parliament, incorporated by Royal strong leader who would relish the 
Charter and funded by the Government opportunity of managing an 

. to foster the practice, the organisation at a time of melon 
understanding and the enjoyment of change. TP 
.the arts in Great Britain. . it is a fixed term pen o. 

. The Chief Executive of the Council five years. Salary inthe region of. 

is the Secretary-General, who is £50,000 per annum. Non-contributory 
appointed by the Council with the pension scheme. - 
approval of the Minister for the Arts. - - M. For further details and an 

The position requires extensive application form please contact the 
knowl edge and experience of the arts Personnel and Training Department, —— 
and arts funding in Great Britain, Arts Council, 105 Piccadilly, London 


W1V OAU. Tel: 01-629 9495 ext. 243. 


senior management experience, T 
proven professional skills and a aS May 1800. con E nope oy 


working stylet that achieves results. 


the Arts Council has an Equal Opportunities recruitment p 


it warmly welcomes applications from all sections aft the 














| Texaco Limited is the UK subsidiary of one of the world's major international oil. 
. . companies. Its activities span the whole range of jatroleui m. activities and include - 
exploring for oil in the North Sea, refining and retailing petrol through a network of 
. about 1,400 service stations. It is a company which is commercially ambitious. It is 
7 also strongly committed to open communication,: nic h it regards as vital to competitive 
nd advantage and business success. 


| - Ktisin this spirit that Texaco has set up an. integrated. Public: Government Affairs - 
» Department. itis responsible for issue management and government relations, — 
- corporate advertising and sponsorships, community, affairs and public relations — —8 
es communications activities. 
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| This expanding Department is looking for a first-rate person as Manager, Corporate ~ 
Communications. This is a senior post which, with three others, reports direct to the 
General Manager, Public & Government Affairs. 


diues The person we need is somebody who can think strategically as well as tactically 
 aboutcommunications to our internal as well as external audiences. A forward-looking 
and purposeful approach i is required which will cover: media relations at the corporate 
... level as well.as in support of spécific business activities; the processes and materials. 
s of employee communications in a company committed to excellence in this field; and 
en the. identification of speech- -making opportunities, together with speech- writing itself. . 













m" . You. will be supported by a press office team of two press officers, an empl loyee. i | 
-- communications professional who edits Texaco’ stwo award winning publications 
2 Texago N News and Texaco Retailer, and an iaa Kona and writer. 







.. You may have had experience as: a journalist. You will be thoroughly a al home operating; 
 inthe interfaces between business and the medie. You will have a Strong. beliefin - lv 
the value of effective employee communications: ‘You will be able to grasp the essentials Te 

of commercial strategy and relate them to the interests and sensitivities of key. id 

audiences. You will have good contacts. with senior business, financial and: energy - 
z | | | | correspondents. You will be an effective writer. You will have the authority to give. . 
DOES d | _ .. frank and objective advice on communications matters to the Chairman of Texaco. 

EMEN mE Limited and to other top management. You will have the freedom to devise new — 
| approaches to Texaco's work in your field. D cm 


We are currently based in Knightsbridge Butin | 1992 v we are moving to. brand Dew. 
custom designed offices in Westferry Circus, Carary Wharf. These offices will be part. 
of one of the highest quality developments ofits kind i in Europe, and will be linked to 
other centres in London by greatly improved road and rail transport. | | 


We offer extensive management and technical training. The salary will be highly. 
competitive and there is a full range of company benefits including company car, 
product discounts and a share purchase scheme. - 

Please write with full details to Ch ristine Wickenden, Co-ordinator 
Recruitment, Texaco Ltd., 1 Knightsbridge Green, London SW1X 7QJ. 
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CONSULTING - 


Experienced Consultant 





senior consultant of outstanding ability to manage 


exploiting competitive advantage. The practice was 


group of partners who are ex-BCG and McKinsey. - 
Internally the firm combines a highly professional 


. hierarchical atmosphere. Our senior consultants are 
~ given high levels of individual responsibility in man- 
aging project teams and client relationships. Remu- 


very best people. | | 
It is a requirement that the applicant has previous 


.... ing firm in Europe or North America. Ideally, he/she 


| academic qualifications (probably including an MBA 
from a leading business school) and some work 


proven track record of achievement along with the 
- integrity, energy and interpersonal skills to succeed 
. in a vigorous firm. 

lf you fit our requirements, please send us your 
-written application and include a résumé of qualifica- 
. tions. We will reply promptly to all applicants who 
meet the above description. Address applications to 

Maurice Koop, Director, at: 


Capita Building 
Level 30, 9 Castlereagh St 
SYDNEY NSW 2000 
AUSTRALIA 





SM? a 


Sypstv, MELBOURNE, AUCKLAND, LONDON : 





Pappas | Sarter Evans & Koop, Australasia’s lead- . 
ing corporate strategy consulting firm, is seeking a 





projects from its Sydney office. PCEK assists the top om. 
managers and boards of major companies to formu- 
late and implement strategies aimed at gaining and _ 


established 11 years ago and is managed by a - 


. performance orientation with an informal and non- 


 neration packages reflect the extremely challenging - 
nature of the work and are designed to attract the 


experience with a leading business strategy consult- 


will be aged between 30 and with excellent - 


„experience prior to consulting. He/she will have a 





BILINGUAL ENERGY ECONOMIST 


The Inter-American Development Bank, an international financial organi- 
sation headquartered in Washington, DC, seeks bilingual Economist. The 


selected candidate will: a) guide borrowers and consultants on the 


economic requirements of applications for loans and technical coopera- 
tion operations, including sector analysis, rates and prices, capacity 


expansion, and economic evaluation of projects; b) review information 


and reports from borrowers and consultants, so as to assure adequate 


| basis for sound analysis of a project; c) perform the final socioeconomic 
| and sector analysis of applications for loans and/or technical cooperation 


operations in order to assess the economic and social worth of the 
operation under study. 
Requirements 
* Master's Degree or equivalent academic accreditation in Eco- 
`“ nomics or related fields. (PhD is preferable). us 
= Six years of experience in economic evaluation of projects 
preferably in the energy sector. (Two years’ experience may be. 


substituted with PhD degree.) Knowledge and skills in recen > 
"project evaluation techniques, quantitative methods and eco. 


^ -- sqomic evaluation of electricity projects. Ability to carry out 
economic appraisal and analysis of electric power systems, 
which include distribution, transmission and generation. 
© Fiuency in English and Spanish essential; knowledge of French 
and Portuguese desirable, 
We offer an excellent salary and benefits package, including relocation 


 . costs. Only finalists will be contacted for interviews. Interested appli- 


cants who meet all the above requirements should send a cover letter and 
curriculum vitae to the following address in order to be received no later 
than 31 May 1990. 

Employment Section-CC, Inter-American Development 
Bank, 1300 New York Avenue NW, ‘Washington, DC 20577. 
Fax: (202) 623-3096. 





WE SCHOOL 
Development Director 


The Governors of Shrewsbury School intend to appoint 
a Development Director. They envisage a continuing 
programme of modernisation and development of the 
school in order to maintain its position as one ol 
Britain's leading public schools. This will require the 
development of a well-directed, on- going programme 
to raise funds from a variety of sources including Old 
Salopians, parents, industry, commerce and other spon- 
sors. This will be the primary task of the Development 
agian 


rime eue for the Deseitbgen Director 
E x igh level of ability in developing good personal 
relations with a wide variety of different people and in 
communicating his own enthusiasm and commitment to 
the objectives of the development campaign. Sound 
administrative- ability is required but previous experi- 
ence in fund-raising, although desirable, is not 
essential. 


A remuneration [ que e (including an annual salary in 
the region of £20 will be offered to match the 
qualifications of Té successful candidate. 


Written applications should be addressed to The Head- 
master, The Schools, Shrewsbury, ShropshireSY37BA _ 
(please. include a curricult itae and the names, - 





addresses and telephone numbers of three referees). 
Closing date for n vica 9 May 1990. 





Macmillan and the Economists' Bookshop are pleased to announce a further selection of academic titles 

available at discounts of up to 70%. To order your copies of these titles please indicate the number of | 

copies required beside each title, complete the coupon details below and return this Advertisment as your | 

Order Form. | 

ORDER NOW WHILE STOCKS LAST AND/OR ASK FOR THE COMPLETE SAL 
— OFFER CLOSES MAY 31st 1990 — 


CATALOGUE 


Post Keynesian Monetary Economics 
Stephen Rousseas 

A critical overview of some af the 
venirul themes of Post Keyaesian 
monetary economics. 


Normal Price: £10.99 
SALE. PRICE: £3.99 paperback. 


Money and the Economy 

Central Banker's Views 

Edited by Pierluigi Ciocca 

A wide choice of readings for 
advanced courses in the economics of 
money and banking. 


Normal Price: £38.00 
SALE PRICE: £11.99 


international Sanctions in 
Contemporary Perspective 

Margaret P. Doxey 

A comprehensive descriptive and 
analytical study of international 
sanctions in theory and practice. 


Normal Price: £38.00 
SALE PRICE: £11.99 


Japan's Trade Frictions 

Reulities or Misconceptions? 

Ali M. El-Apraa 

Presents the case Jor viewing Japan's 
trade frictions on a global basis and 
in a long term perspective, 
considering not only the U.S. but 
also Europe and the Middie Eust. 


Normal Price: £34.00 
SALE PRICE: £11.99 


Transnational Corporations and the 
Latin American Automobile Endustry 
Rhys Jenkins 

A fook af the implications of the 
manufacturing shift towards party 
Production in Latin America for the 
global automotive industry. 


Normal Price: £38.00 
SALE PRICE: £11.99 


Technology Generation in Latin 
American Manufacturing Industries. 
Edited by Jorge M. Katz 

Leading specialists examine the 
significance of innovations generated 
in Latin America and relate it to 
current thinking on developmental 
and technical progress. 


Normal Price: £50.00 
SALE PRICE: £19.99 


f 
| 


det 


Bretton Woods: 
The Birth of a Monetery System 


Armand van Dormael 


Normal Price: £38.00 
SALE PRICE: £11.99 


The Conscription Controversy in 
Great Britain 


R. J. Q. Adams & Philip P. Poirier 


An analysis of the bitter conflict 
between the voluntarists and the 
conscriptionists only settled in 1916 
by the collapse of voluntary 
recruiting and the passage of the 
National Service Acts. 


Normal Price: £38.00 
SALE PRICE: £11.99 


Britain, America and Arms Control 
1923-37 

Christopher Hall 

The author traces the rise and fail of 
arts limitation in the inter-war years 
with many factors of relevance 
today. 


Normal Price: £38.00 
SALE PRICE: £11.99 


Josephine Butler, Octavia Bill, 
Florence Nightingale 

Nancy Boyd 

Three Victorian women who changed 
their world. 


Normai Price: £10.99 
SALE PRICE: £1.99 paperback 


A History of Soviet Russia 
14 Volume Set 


E. H. Carr 


Nonnal Price £450,00 
SALE PRICE:£150.00 


E. H. Carrs magisterial account of the 
origins and early development of the 
Soviel state, encompassing feces 
magnificent volumes. 


Africa and the First Workd War 
Edited by Melvin E. Page 
A clear and detailed picture of the 


effects frequently Jorgotten, af the 
Great War in the African Continent, 


Normal Price. £33.00 
SALE PRICE £10.99 


White-Collar Unionism 
Edited by Keith Prandy 


Normal Price: £10.99 
SALE PRICE; £3.99 paperback 


Leisure for Leisure 

Edited by Chris Rojek 

Critical essays which reject the 
assumption that leisure relations are 
those of freedom, satisfaction and 
growth. 


Mormal Price: £38.00 
SALE PRICE: £11.99 


Medical Science and Medical 
Industry 

The Formation of the American 
Pharmaceutical Industry 


Jonathan Liebenau 


Focussing on the relationships 
between industrialists, | scientists, 
physicians and patients, tais book 
analyses the development of the 
industry in the key period of 1890 to 
1930, 


Normal Price; £33.00 
SALE PRICE: £10.99 


Please mail io: THE ECONOMISTS’ 


London WO2A 2AB. Fax.: 01-482 4873. 
Mark number of copies required beside each title above, complete details below and 


return ad. as Order Form. 
Cost of Books 

Postage: 

(1 book £2.50 + 75p for each 


additional book} 


Registration (£1.40 if required) € 
Airmail Rates on request 


TOTAL £ 
i enclose my cheque payable to The 


Economists’ Bookshop 
lease send me a proforma invoice 


Lj Please charge my Access/ American 


ECONOMISTS’ 


Express/Visa card 


THE 


BOOKSHOP, 


- Narrowing the Gender Gap 


Geeta Somjee 


Considers the variety af efforts 
needed to help women overcome the 
constraints in social and professional 
contexts. 


Normal Price: £29.50 
SALE PRICE: £9,99 


Pakistan under Bhutto 1971.77 
Second Edition 
Shahid Javed Burki 


Analyses the importance of social 
groups in Pakistan and how they 
influeaced decision-making during 
the Bhutto period. 


Normal Price: £29.50 
SALE PRICE: £9.00 


Clare Market, 


Card number: 


Expiry date: eT POE AO TTS s | 
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Lou lo everywhere that matters. 


“Teesside. An hour s flight from London, Belfast, Aberdeen 

: ~= and Amsterdam. Two and a half hours’ by rail from 
Londen. Twenty road minutes from the Cleveland 
-Heritage Coast. Two and a half hours by air to Germany, 
three hours to Stavanger, four to Bergen. Thirty minutes To find out more contact Duncan Hall, Chief 
from the North Yorkshire Moors. A day's sailing from "A Executive, Teesside Development Corporation, 
"Antwerp, Rotterdam, Hamburg, Bremen, a day-and- PA oem Tees House, Riverside Park, Middlesbrough, 
a-half from Oslo. Forty minutes from the cathedral cities Cleveland TS2 IRE. Tel 0642 230636. 
of Durham and York. On the doorstep of the Central Fax 0642 230843. 





North Sea oil and gas fields. An hour (con; the Yorkshire 
Dales. A day's Ro-Ro from Sweden, Belgium and 
Germany. Ninety minutes from the Lakes. Teesside. 
So near and yet so near. To everywhere that matters. 


* 
MAMCHESTER 








_ Initiative. Talent Ability 
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d bie ut, us soldiers will bé nc " 
- again. Those clumping figures look so odd. 
= against the rural charms of Europe. So it 
seemed after 1945, and 1918, and 1815, and 
. no doubt 1415 too: each battle won and lost 

| eaven's name, be the last battle. So 
rhen another battle has 
me without a fight but after - 
eH ng clumpingly ready to fight. 

Shake the head and clear the mind. The orga- 
nisation of Europe's future peace requires 
hard work, and wishful thinking is hard work's enemy. 

The danger comes from two different sorts of compla- 
cency. One sort, commonest in Germany but popular in 
other parts of Europe too, says that the problem is essentially 
over. Communism is pulling out of Europe, so the military 
organisation that held the line against communism for 40 
years can be disbanded. Apart from that, little more than 
some regional police work is needed. The opposite sort of 
complacency, strong in officers’ messes and in the Bush ad- 
ministration in Washington, sees that peace still needs a 
guardian but assumes too blithely that NATO can continue to 
«be that guardian—a smaller NATO than now, of course, and a 
cheaper one, but otherwise more or less unchanged. 


* 













The hard work begins now 


. This second set of wishful-thinkers may receive a rude shock 
c: May 5th, when the two-plus-four talks get down to serious 
- «-siness in Bonn. Unless the Soviet Union changes its mind, 
it will use this negotiation with America, Britain, France and 
' the two Germanies to say that, if the Russians have to pull 
their troops out of Eastern Europe, the Americans must take 
theirs out of Western Europe. As a first step in this direction, 
the Russians will probably say, there should be no nuclear 
. weapons of any kind in the new Germany. — 
These arguments will go down well with the T wishful- 
.. thinking lot: those Europeans who want to believe the de- 
.. fence problem is over. If Germany eventually agrees with Rus- 
-.$ia, NATO is dead. The American army, if ejected from 
< Germany, is unlikely to find a new place to stay in Europe. 
. And if the American army goes home, NATO becomes little 
. more than a scrap of paper. This is why the hard work now 
= needed has to start by explaining why, even with Russia on 
- the retreat, Europe has not done with the need for defence. 
.. First, "the Russian threat" is getting smaller, and farther 
© away, but it has not disappeared, and will not. Even the sort 
of Soviet Union least alarming to outsiders—one reduced to 
+- the Russian republic alone, still communist, and therefore as 































conde incómpetent as it is no 
would have almost. twice the military 
power of any other. European: country, | 
nuclear weapons. If it went capitalist, it 
shed the economic incompetence, sc 
ford more guns. And the removal 
would not remove the other thi 
quarrel about. Anyway, the Se 
unlikely to come down to Russia-alo 
graph drawn 30 years hence of Soviet milit 
strength between 1990 and 2020 will prob, 
bly show a steep drop now, then a le 
out, then a rise early in the new century. The rest of Eu 
will go on needing a balance to this power. | 
Second, there will be other things for Europe to worry 
about besides Russia. Trying to guess the headlines of the fu- 
ture—Mad Iraqi president threatens to take over the Gul 
Free Armenia declares crusade against Turkey!—understan 
ably makes people giggle. But it is close to a mathematical 
certainty that within the next 30 years several things will seem. 
to be about to happen, at unexpected spots in the world, that 
most Europeans very much wish not to happen. That is h 
the world is. If Europe is equipped. to say "Don w^ 
chances are that those things won't happen. .. 
And then there is Germany. Germans do not enjoy be g 
told that most other Europeans will feel happier if the big ne 
Germany is held in the embrace of other countries—not ju: 
an economic embrace, but a military one too. Yet the el 
mans, when they think about it, will see why they should war 
to be embraced. The new Germany has a long. agend 
things it wants to do in both the eastern and the western pa 
of Europe. It will achieve those things more easily if its ni 
bours feel relaxed. If they are nervously suspicious, the Ge 
mans will find the going harder. That embrace is a necess: 
condition for new Europe's smooth development. — 
AH these three jobs can probably be done bv a standi 
army no more than half the size of the one the West n 
keeps in Europe, provided reinforcements are to hand 
things go wrong. That suggests a small professional for 
backed by a militia system like Switzerland's to. supply t 
ready reserves. This son of NATO might usefully be organis 
in multinational units, on the strict understanding th 
make military sense (meaning, say, three national divisions 
one multilingual corps, but not three national platoons in on 
poor baffled Babel cf a company). 
The new arrangements will be more effective if they in 
clude America: Germans will prefer the western embrace if i 
includes along American arm, since that arm will go on car 
ing the chief nuclear responsibility for the western defen 

















































been big enough, ais sure re enough of surviving a surprise 
ttack, for people to believe that its protection extended over 
the whole of free Europe. For the future, though, the Ameri- 
¿can nuclear guarantee depends on an American army staying 
n Europe: if the ground troops go home, it will be far harder 
o believe in America’s willingness to risk a nuclear war for 
Europe's sake. Europe will then have to provide its own nu- 
clear deterrent. That means either Germany deciding it can 
rely on France's and Britain's missiles or the rest of Europe 
iccepting a German finger on the nuclear trigger. That choice 
€an be avoided only if America stays in Europe. 

- In the end the choice may be unavoidable. If Russia says 


Existential Angst | 


London's Euromarkets need to find a new role 


THOUGH they have a long tradition of crying wolf, the 
A slick-suited folk in the Eurobond market have never felt 
under threat as much as they do now. They are right to worry, 
and not just about access to Annabel’s night-club. If the mar- 
-kets are to survive and prosper, insiders must get hip, quick. 

^ For a quarter of a century London's offshore financial ba- 
zaar has peddled anonymous, bearer paper to rich and tax-shy 
Europeans. Just recently, though, it has seen the Belgian den- 
tist and the Italian doctor depart for the respectability of 
-- pooled investments. Also, the deregulation of financial cen- 
-tres and the widespread loosening of capital controls mean 
that issuers have less need to borrow money offshore, and so 
„are returning to their domestic markets to raise capital. And, 
as the striped-shirt dealers see it, Britain's Financial Services 
_Act, which came into force in 1988, is administering a fatal 
: dose of regulation to a hitherto freewheeling market. 

= The Euromarkets are indeed in poor shape. Eurobond 
houses have not turned a decent profit for the past five years. 

ey raised $200 billion of capital last-year, but pocketed 
barely $200m in fees—not counting fabulous revenues from 
apanese equity-warrant deals, Now the collapse of the Japa- 
nese stockmarket has knocked the bottom out of that sole 
profitable corner of the Euromarkets. Excluding warrant 
deals, Eurobond issues have been flat since 1988. 

; All this hurts. But: it does “hot stem from what the 
Suromarketeers complain is their b bogey: regulation. By op- 
posing regulation, Eurobond houses have failed to see how 
their market has changed. The retail investors who were often 
good for ripping off have been handing their money to mu- 
al funds and big professional investors. These now domi- 
nate many parts of the market. A recent study of the Eurodol- 
lar business by the World Bank found that about 70% of 
investors in issues launched by governments and suprana- 
"tional bodies were institutions. Ten years ago the dentists 
-would ave a accounted for maybe hi half of the total. 
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.merica’s. nuclear force 


the Americans must go, and if Germany lets itself be per- 
uaded, Europe will have to provide all its own defence, and w 


Jermans and non-Germans will have to confront the nuclear phrase 


question. If the European Community 1 
those things can probably be done. But Europe swill be a ud 
happier place if that is not necessary: if the American return 
to Europe, which began in 1917 and was renewed in 1941, 
can now be regarded as permanent. 

For some Americans, permanence is a dirty word: why 
should Gis from Nebraska do the work, and run the risks, in 
far-away Europe, with their costs being borne by American 
taxpayers! Part of the answer is economic: America has mas- 
sive investments and trade in the old world, which flourish 


When Europe is at peace. But the bigger truth is that both of 


Europe's twentieth-century wars eventually sucked in the 
United States, and that Europe's post-1945 peace has owed 


much to the Americans at the gate. In the modern, smaller, 






, war travels quickly. Stay-at-home deterrence is a 
e, not a policy. 






| Value, $bn 


The fact that Eurobond houses are now regulated, in the 
same way as any other firm doing investment business in the 
City of London, is something that professional investing in- 
stitutions welcome. They also like TRAX, a screen-based trade- 
matching system which the regulators insisted on last year 
after much opposition. Many houses feared that a more trans- 
parent market would expose their tricks and drive away pri- 
vate investors. It has. But more transparency means that big 
institutions are more likely to invest in it: 


Time to step ashore 


Faced with such pains, most businesses try to form a cartel. 
Sure enough, the big houses are evolving dealing rules that 
are a cartel by any other name. But if the Euromarkets are to 
survive, they need to become more competitive, not less. T 
stricting competition only postpones the much-needed sl.... 
ming of Eurobond houses. The demise of the Japanese equity- 
warrant market could thus prove a boon: it will take its toll on 
many firms on the fringe, and will stop others from playing 
the age-old Eurotrick of using profits from one business to 
subsidise suicidal bids elsewhere, driving down profits for all. 

Any honest dealer will agree that the Euromarkets’ real 
challenge is the opening up of domestic capital markets, par- 
ticularly in continental Europe. Such markets are scrapping 
cartels, not forming new ones (see page 85 for the changes in 
West Germany). The trends can also be seen in America. 
Shelf registration, where issuers give advance notice of possi- 
ble future deals, allows American companies to pump out se- 
curities as quickly as in the Euromarkets. The taxes that once 
made issuing in America more expensive have been. abol- 
ished. A decision on April 19th by the Securities and Ex- 
change Commission will tempt foreign companies to tap 
America’s private-placement market directly. 

If the Eurobond market is not to be left out, it must rise to 
this challenge, not ignore it. Its basic role can remain: as the 






> EA Werke. To beep ran it takou discard old habits, 
notably its obsession with issuing only bearer paper. This of- 
ten puts off big investors who crave the liquidity that regis- 
tered paper might promote. Toi issue that would, in effect, 
bring the Eurobond mark 
equal terms with dor 
Could it eee 








Suicide is inadvisabl 


SHORTLY befor. an extraordinary event took 

J place in Downi et. According to senior members of 
government who were present (and who shake their heads 
-disbelief at the memory), Mrs Margaret Thatcher agreed 
that the poll tax was unfair. Indeed she cited, as an example, 
the amount she herself would have to pay, and the saving she 
would make. After petitions and protests, resignations and 
riots, the prime minister accepted that not all the tax’s oppo- 








nents were whingers or anarchists. Mr Chris Patten, the envi- | 


ronment secretary, was asked to improve the tax. 
Underneath the iron mask, Mrs Thatcher has always been 
a pragmatic politician, a counter of heads. She knows that a 
large majority of voters are losing from the poll tax. Of the 
better-off gainers, many are embarrassed that they are paying 
the same as the poor. All of which means that on May 3rd the 
Conservatives are going to be punished in local elections 
throughout Britain. If those elections are as bad as the gloom- 
iest opinion polls suggest, they will signal to many Conserva- 
tive MPs that their chances of surviving the next general elec- 
tion are slim. That makes them more likely to turn on Mrs 
Thatcher later this summer—unless, by then, it is already 
| clear that her government is coming up with an acceptable 
,. ision of the tax. Perhaps her Easter declaration was not so 
anu aculous: self-preservation is a powerful and perfectly re- 
spectable political instinct. 7 


Sketches of salvation 


Any attempt to undo the political domane caused by the sil 
tax has to start with one unpalatable truism: the past cannot 
be wished away. Even if the government were now to recant 
and go back to the old domestic rates, it would have done 
itse. € 





harm. Many Britons now see Mrs Thatcher in what they 
ct were always her true colours: icy blue, indifferent to 
vers of others because she is far colder herself. 
7 or would going back to the rates be the best solution. 
-= Rates had their weaknesses, as everyone knows. They were 
< not paid at all by 194m adults, who therefore had an incen- 
tive to vote for big-spending councils in the comfortable 
knowledge that they would not have to foot the bill. And 
. rates had their own unfairness, favouring the large family (or 
house full of students) that piled their. rubbish. bins high, 
-while penalising the single person living next door. — .- 
- The task for the Conservative party (urgently) and indeed 










able to combine the Eurobond mik. 


















international net 
work with the deep pockets of big domestic institutions. Ni 
rival can claim such a network. London has the advantage o 
plenty of Porsche drivers to recruit as well as enabling house 
to have efficient multi-instrument trading rooms. Th 
Euromarket has always prided itself on its innovation. Th 
next gimmick: instead of a murky offshore market, a transp 
ent and efficient hub that brings domestic markets togethe 





















the Labour party (only slightly less urgently) | is to 
system of local-government finance that is both f 
viduals and a discipline on councils. Ideally, it shoul 
tively uncontroversial, since Britain’s local authorities 
need a long period when they are not being treated as af 
adventure-playground. There is just a chance that Mr Pat 
in reviewing the options for reform over the next few. wee 
will come up with something that fits this bill. 
By the autumn Mr Patten: will have to ae chosen be 
tween ' “banding” the poll tax, to reflect ability to pay; taki 
some services out of council budgets, and financing them ce 
trally; and squeezing £315 billion or more out of the Treasu 
to keep next year's bills down. This last option would be th 
worst. It would have panic and expediency written all o 
and do nothing for long-term structural reform. As for t 
some services out of local-authority control, that would sim 
ply require higher income taxes to pay for lower poll taxes 
More, it would give even greater power to central gov 
ment. In a heavily centralised country that would be bad any: 
Way, and it would make it harder for Tories to shift the bl | 
for "loony-left" spending on to Labour councils. =- 
The banding idea is therefore the least-bad option. 
out introducing some link between local taxes and an in 
ual's income, the government has no chance of makin | 
poll tax fairer. There would then be an advantage in "doub 
banding”, by retrieving one feature from the old systen 
rates: the connection between a person's taxes and the capit 
value of his house. Britain's fiscal system could be imp 
by including a tax on assets, because that would then. 
taxes on income and on spending to be somewhat lo 
And, for the health of the whole economy, Britons. 
invest too much in their houses; a house-linked tax is 
to discourage them from going any further. Unlike ra 
would need to be based on.a comprehensible valuat 
method. That would be tricky, but far from impossible . 
Local taxes linked to both income and property value 
sounds suspiciously like an idea the Labour party has 
floating as a poll-tax replacement. For some Tories, that tai 
will be enough to rule out the idea. Other Tories will recall. 
old lesson from the days when elections were close-fought ba 
tles and government often changed hands: to keep your vot 
warm, pines your opponents’ clothes. 

















































































NY rerisining dubi that the takeover fad was over on 

Wall Street and in the City of London will have been 
washed away by Michael Milken's tears on April 24th when 
he. pleaded guilty to six financial crimes, paying $600m in 
penalties. Or by Sir James Coldsmith's withdrawal, the previ- 
ous day, of his nine-month-old bid for B.A.T Industries. The 
purging of crime, or the businessman's reaction to changed 
market conditions: these are the natural effects of justice and 
economics. Not so the behaviour of America's state legisla- 
tures, 39 of which have now passed anti-takeover laws. All 
these, in varying degrees, will make their s states less attractive 
to owners of investment capital — . 

Asking firms to keep their filthy money away oud i 
odd at the best of times; Massachusetts is doing it while in a 
local recession and with its municipal bonds boasting the 
- junkiest credit-rating in the union. Its legislature has just 
-rushed through a bill designed to thwart Britain's BTR from 
_ taking over a sleepy company called Norton. The gimmick is 
to stagger the election of board members which, in practice, 
means it would take BTR at least a year to gain control. Norton 
has now agreed to be bought by a French firm instead. 

An even more extreme example is a law passed by Penn- 

__ sylvania’s legislature on April 23rd-24th, which that state's 
-. governor is expected to accept. One of its targets is the basic 
_ principle of capitalism, that managers are accountable to 
_ shareholders. Instead, boards of directors will be permitted in 
- all matters to favour the interests of "stakeholders", such as 
employees and communities, over the owners of the com- 
pany. Another provision would confiscate the profit of any 
-shareholder who sold his. investment within 18 months of 
- launching a bid or a proxy contest to change a firm's manage- 
ment. And if a shareholder acquires more than 20% of a com- 














rest of the shareholders vote to restore them.. 
^ Likeallanti-takeover laws, this bill has its origins in a par- 
ticular threatened takeover. In this case the culprits are the 


> al, and Ame RES in denm China 
. has long been a romantic ‘place: exotic, grand, teeming 
i hi billion people leading mysterious. lives: under subtle 

. “The Good Eart ed Chinese peasants, 
n ri; 1 Chiang Kai-shek, western 
: :ctuals and “friends of Ch ina" praised Mao Zedong 
and—inc dibly—his « ony cultural mM Henry Kis- 


Anti-takeover laws in nites states will merely drive capital away 


pany’s voting rights, then these rights are suspended until the | 













Belzberg brothers of Canada, who own 11.5% of At 
World Industries and who have mounted a proxy fight to get 
four directors on the board. Although the new law was 
drafted to meet the interests of executives, it also has the 
unions' support because of a tin-parachute provision requir- 
ing severance pay to be paid to workers laid off within two 
years of a takeover. Armstrong employs 5,000 locals. 


Keystone cops 
Pennsylvania's proposed law matters because more than 300 
public companies are incorporated in the Keystone state, 
ranking it fourth in America. The chairman of the Securi 
and Exchange Commission has said that, if this nonsense is 
passed, he will seek to use federal laws to disarm it. A local 
opponent has shown how misguided is the folly: the chief in- 
vestment officer of Pennsylvania's own $9.6 billion public 
pension fund says that, if the bill becomes law, he will have to 
oppose all investment in companies incorporated in the state 
because of his fiduciary obligations to the fund's beneficiaries. 
It would be tempting to dismiss state anti-takeover laws as 
just a fit of temporary madness, the latest outbursts in a long 
tradition of American populism. But it would be wrong. To- 
gether with last year's Delaware court ruling which prevented 
Time being taken over by Paramount at $200 per share (the 
share price of Time now merged with Warner was just $92 on 
April 23rd), it forms part of a growing contempt for share- 
holders, combined with a revolt against all forms of takeover. 
One group has been culpably slow to recognise this new 
mood: shareholders themselves. Increasingly, the big ones are 
institutions, impersonal bodies that do not behave as owners 
of companies; it should surprise no one that they are there- 
fore not treated as owners. As for the state legislatures t 
pass anti-takeover laws, time will have its revenge on them. a 
few years from now politicians in Pennsylvania and Massa- 
chusetts will be begging outsiders to invest in their compa- 
nies, at much lower prices. 


singer nee "€ sotd of Zhou ; Enlai, db adored 
that impish, raucous reformer Deng Xiaoping. 

"The massacre at Beijing's Tiananmen Square last June, 
and the relentless crackdown that followed, opened many 
people's eyes to the nature of the communist regime that runs 
China—but not, it seems, the eyes of George Bush. He 
quickly banned loans and hig | | military contacts; but. 
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ASEA 
Owns 50 percent of Asea 
Brown Boveri, the world's 
leading  electro-technical 
group. Besides its ABB hol- 
.. ding. ASEA is operating in 
- the business areas power 
- production and distribution, 

tracked vehicles, marine and 
offshore cranes, hydraulics 
. and shipping. ASEA also has 
large holdings in Electrolux, 
ESAB and SILA, 





The ASSI Group: consists sofa ü TUM of companies EER in the 

. manufacture and supply of packaging and packaging materials. Produc- 

-~ tion in Sweden, Denmark, Germany, Great Britain, Switzerland, Belgium 
T Traly. Annual sales: GBP 700 M. 


c ARDO - 

"Investment and industrial holding company. International supplier of 
industrial batteries, brake equipment, industrial doors, pumps and renal 
care products. Annual sales: GBP 700 M, Market value share SIN 
GBP 400 M. 


Euroc is an international industrial and trading s group. “Mitieral-based 


building materials constitute the platform for our operations. We focus our 


efforts on the Nordic countries, the European Community and the eastern j 


seabord of the United States, 
FFV 


High technology with both military and commercial ico ord- | 


nance, aviation technology and electronics. 


MoDo 


One of the world's leading producers of pulp (MoDo CellKraft), fine paper i 


(MoDo Paper), newsprint and magazine paper (Holmen Paper) and paper- 
board (Iggesund Pane Turnover: GBP 2 billion. 


NORDSTJERNAN 

The Nordstjernan Group, with sales of GBP 2,400 M and 25,000 em- 
ployees, is focused primarily on construction and real estate through its 
main subsidiary NCC, Nordic Construction Company. NCC is involved 
in large-scale property projects in London, Brussels, Düsseldorf and con- 
struction projects in other locations worldwide. The group is also active 
in specialty steel, shipping and department stores. et 


To find out more about the performance, direction 
and prospects of some of Sweden's most successful 
corporations please circle below for your free copy 


ASEA ASSI  CARDO |. Title 


NORDSTJERNAN PERSTORP SCA PE 
SKANSKA SKF STORA 


This offer expires Oct 31, 1990 


p 





SKF 


of their 1989 Annual Reports: "n Name 


EUROC FFY  MoDo p Company 


E Country 7 
Swedish Annual Report Promotion, 
Box 10020, S-100 55 Stockholm, Sweden. 






PERSTORP 
A rapidly growing chemical group. International leader in specialized. - 
niche markets. Production in 14 countries. Listed on the Stockholm, | 
London and Paris stock exchaages. 


SCA 

SCA's business idea is based on the company's broad expertise in the prop- 
erties of wood fiber and its applications in industry, the institutional sector — 
and for individual consumers. Business areas: Graphic Paper, Packaging, . 
Hygiene (Mólnlycke), Forest and Timber, and Energy (BAKAB). 


SKANSKA 
The Skanska Group bases its srength on construction, 1. property, nail j 
and industrial operations. This makes Skanska into one of Europe's lead 
ing companies with a worldwide reach. | 






















World leader in rolling bearings. Also manufactures cutting tools, machine : 
tools, airframe components, textile machinery components and many mor 
precision-engineered products. Operates in 130 countries. Listed on the 
Stockholm, London, Paris, Geneva, Basel, Zürich stock exchanges. 
Traded in the USA on the NASDAQ national list. 


STORA 
Europe's leading forest produets group. Pulp, paper, packagings, flooring, 
ea ph panera interior products and hemicals, ‘Total sales indul 
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improve their position s as ‘wade elie x 
tions in a global marketplace.” 


Staffan Gadd, Chairman, J. S. Gadd & Co, Limited, London. > 
Member of the Internationai Stock Exchange and Securities Associatio n. 


Attach your büsiness card or please print. 
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o ANCIAL HIGHLIGHTS be 
ke we a Years ended 31 December | - ui 
mE 1989 1988 Increase% | 
| Profit before £231.8m £203.1m . «14.1 — 
Earnings per share. — 29.5p _ +3. 
TED ] Dividend | 11.0p 100p «10.0 
© UK Cement: operating profits up by 
4896 to £110.1 million. 
[ O Heating products: acquisition | 
of Myson completed in early 
T 1990 and now beltig 
| integrated with Potterton. | 
O Bathroom products: a 
good year for Armitage | 
Shanks. 
O Property: further 
planning consents obtained. . 
O United States: strengthened | 
operations in Georgia with the 
acquisition and integration of Georgia - Ga 
i | arble aggregates. B 
o Mexico: sale of the Group's interests (with related _ | 
“| businesses in the Western U.S.) for £250 million. 
| E © Chile, South Africa, Malaysia: further profit increases. —— | 
. posted to shareholders on 8 May and may be obtained fro mE 



















































-within two months he sent two top officials on a secret visit to 
Beijing, and within six months sent the same two back to pro- 
pose banquet toasts to the men who had ordered the killing in 
Tiananmen. The president still thinks that, when it comes to 
China, the best policy is to turn the other cheek. 
.. True, Mr Bush is also doing his best these days not to 
» upset Mikhail Gor over Lithuania: the president an- 
nounced this week that, for the moment, he would impose no 
sanctions at all on the Soviet Union (see page 37). But for the 
past 20 years American policy towards communism's two gi- 
. ants has run on separate tracks. Roughly speaking, the Amer- 
-ican instinct. has. been to be firm with Russia and lenient with 










.. China. A special nod-and-wink for China made sense for 


~~. most of the years since 1971, when President Nixon made his 
opening to Mao. It makes far less sense now. 


Asia's communis are next 


Two things have ch 12 nged. The first is that, while Mr Deng 
| economic reforms long before Mr Gorbachev did, 
he. early start are unlikely to last. The Chinese 
S hip intends to keep China communist; this not only 
‘creates Tiananmens, it will eventually trip up any dash for a 
real market economy. Mr Gorbachev has been a lousy eco- 
nomic reformer, but, for all his centralisation of power and 
his clampdown on Lithuania, his reforms still have a chance 










of freeing his country from communism. By that standard—a 
proper aim of western policy all along—China now deserves 


less sympathy than the Soviet Union. _ 

The more significant change is the geopolitical one. The 
Soviet Union i is, and for a time is likely to remain, the greatest 
threat to the West’s security. China is not much of a threat. It 


even offers some help to the West—by giving America a lis- 


tening post in Xinjiang from which it can eavesdrop on the 
Russians, and by acting as a military counterweight to the So- 


Unpicking apartheid 


. It won't be easy, but don’t exaggerate the difficulties 


| NYBODY who thought that the world got too excited 


. & when Mr Nelson Mandela was freed from jail last Febru- 
ary should prepare for a change of mind. On May 2nd Mr 
Mandela and President F.W. de Klerk are due to begin talks 
about South Africa's future. The meeting, if it goes ahead, 
will mark the start of the constitutional negotiation which the 
white government has been seeking for a decade but which 
. was bound to elude it so long as it kept Mr Mandela in jail and 
the African National Congress in exile. 

In this first meeting Mr de Klerk will probably press Mr 

Mandela to stop talking about “armed struggle”. Mr Mandela 
-will probably insist on an end to the state of emergency and 
the release of more political prisoners. He may table the ANC's 
unmeetable demand for Mr de Klerk to stand down right 
away in favour of an "interim government". Big obstacles of 


- all kinds lie ahead. But, for once, it is as easy to exaggerate the 
difficulties as it is to minimise them. 








viet Union: in East Asia, and to Vietnam in South- 
Yet the days when China was a vital link in the ch 
containment that America draped around Brezhnev's ager 
sive Russia are gone. For one thing, the Soviet Union 
longer so aggressive. For another, China and Russia h 
gone through a kiss-and-make-up session of their own. Mr 
Peng, the Chinese prime minister, was in Moscow this: 
for the first visit by a Chinese head of government in a q 
ter of a century. He signed agreements for the two neighboi 
to pull back more troops from their shared border, ani 
increased trade. This need not rattle the West: the Sov 
Union and China are not about to become allies. Indeed 
Li and his colleagues back home are coldly furious abou 
Gorbachev's "betrayal" of socialism. But the near-norm: 
lations between the two do again point up the 
West's "China card" has lost a lot of its valu 
Neither a fracas with China not: . 
pected from a change in the West's tone. T 
growl but not bite: their rapprochement with M 
shows that they act out of self-interest, not because thi 
the people they are doing business with. And how m 
they bend? Not much: outside influence on great c 
like China is strictly limited. — | 
Only two things can be hoped for Bon more firmne 
One is satisfaction of some western demands, such as safe 
conduct for Mr Fang Lizhi, China’s leading dissident, and 
more Chinese co-operation over Cambodia, Hongkong and 
curbs on missile sales to the Middle East. Softness has appar- 
ently produced nothing. Toughness might. The other benefi 
would be the same as the one that came out of all those year 
of firmness towards Russia: some help for the forces working. 
away at communism from the inside. They are there, and. 
eventually they will win. Only a romantic would doubt that. 
the Chinese want to breathe as free as anyone else. * 

















Consider what has happened already. Only; a Jen 
ago Mr de Klerk’s National party was adamant that bl: 
would never have the most basic of freedoms—over 
housing, education, votes—in the 8596 of South Afric: 
ritory that was declared to be white. Today the same 
accepts that it must scrap its monstrous attempt at social 
neering, and that it needs black help to do so. | 

Mr Mandela and Mr de Klerk do not have to bigis de 
of demolition from scratch. Apartheid has been disintes 
ing for well over a decade, ever since its inventors discovered 
that institutionalised racism could become a vast econo 
inconvenience. Job reservation began to vanish in the 19 
because white people could not work a modern economy al 
alone. White governments started pronouncing the death o 
apartheid in the early 1980s, and many of its outwa d 
pettinesses have since disappeared. Black trade unions ha 
been legalised, the pass laws scrapped and the laws banr 

































































inter-racial intercourse and ge rescind - 
-Now at last comes the small matter of the vote. Here, too, 
-there is some agreement. Mr. de Klerk favours a power-sharing 
democracy, with “a vote of equal value for every adult citi- 
zen”. The ANC argues for one man, one vote in a unitary 
South Africa. On the face of it, these rival formulations have 
much in common. They are not, however, identical. Mr de 
Klerk says that, in a multiracial society, "simplistic" majority 
rule is liable to result in the suppression of the smaller groups. 
That is less bad than the present arrangement, under which 
one of the smaller groups suppresses the majority. Even so, 
Mr de Klerk's anxieties cannot be brushed aside. In South 
Africa, unlike Rhodesia in its last years before turning into 
Zimbabwe, white power is far from being defeated in any mili- 
tary sense. The whites' concerns simply have to be heard. 


For Wyoming, read Blankesdorp 


They also deserve to be heard. The assigning of every South 
African to a colour-coded group is the underpinning of apart- 
heid, which is why most blacks are eager for the whole notion 
of groups to be swept aside. But it is simply not true to argue, 
as the ANC and many of its sympathisers still do, that true 
democracy can find no place for the protection of minorities. 
Ithough the safest protections against state power may well 















5 Wi do Alastair Burnet, Jan Morris, David Lodge, 
: Terry Farrell and Peter Maxwell Davies have in com- 

‘mon? Only this: all are at the top of their professions in Brit- 
ain and all spent a formative part of their lives in the United 
States, courtesy of the Commonwealth Fund of New York. 
They are members of a fortunate group, but a large one, span- 
ing widely differing worlds. Over the past 65 years hundreds 
f Britons, and many French, Belgians, Dutch, Germans, Ital- 
ians, Australians and New Zealanders as well, have benefited 
from this great piece of American philanthropy. As Harkness 
fellows (the modern term), they all spent up to two years in 
their 20s travelling and studying in the United States. In 
numberless ways, they have probably done more to win 
friends for America, and for Britain, than an army of diplo- 
‘mats. Indeed, Alistair Cooke, another fellow, may alone have 
done so. But there will be no more quite like them. 
. This year’s bunch of Harkness fellows, whose names have 
just been announced, is a different lot from all its predeces- 
‘sors. Drawn from the ranks of those already in mid-career, 
they are older, engaged i in a much narrower range of pursuits, 
ind will spend only six to nine months in America. It is no 
nsult to them to suggest that their fellowships will make less 
mpact on them than past. fellowships did on their. predeces- 
Sors, and that the secondary itapact on British-American rela- 
tions will be smaller still. Ic will be largely confined to people 
Me. in ı health, education and urban studies. 

i ï areas, espec ally health, a are ome main concerns 
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Duller letters from America 


_ A narrower Harkness programme will mean narrower transAtlantic horizons 


groups can be protected | too: even peace eh Delgium s c 
stitution demands "parity" in the cabinet for French-speak- 
ers and Dutch-speakers. 

A solution for South Africa lies somewhere along these 
lines. One possibility is to satisfy the black demand for major- 
ity rule in a lower house of parliament, and to make whites 
feel safer by protecting minority rights in a less powerful but 
still influential upper house. The lower house could be elected 
on the principle of one man, one vote, from a common vot- 
ers’ roll; upper-house elections could be based on voting by 
areas or groups (perhaps defined by language, not colour, in 
order to increase the psychological distance from apartheid). 
The votes cast for the upper house would not, it is true, be of 
equal numerical value; but most representative democracies 
have to live with some such oddity. The 28m people of Cali- 
fornia send the same number of senators to the United States 
Senate as do the 500,000 people of Wyoming. 

— Itwould be a pity if either side entered talks armed with an 
inflexible blueprint. Constitution-writing is an exercisein — 
litical compromise, not a science derived from first principis. 
In South Africa, at last, a white leader speaks with contrition, 
a black leader without bitterness. If compromise fails now, 
history may not grant the beloved country a better chance. 








of the Commonwealth Fund in New York—for which the 
Harkness fellowships are a sideline, accounting for only 1096 
of its grants. The fund says it wants to bring all its activities 
more closely together, hence the "focusing" of the fellow- 
ships. More likely it would prefer to kill the programme off 
completely (as it has already done to the continental Euro- 
pean part of it). So the emasculated compromise may not ^ 
long—unless second thoughts prevail. 

They should. The Harkness programme has long been the 
best of its kind. The generosity of its terms, the professional- 
ism with which it is administered and the obligation on fel- 
lows to travel widely in the United States have attracted the 
best applicants. No wonder. some of those who run rival 
scholarships (such as Kennedy and Fulbright) reckon 
Harkness's decline may benefit them. But in truth no one is 
gaining. Britain is the main loser, and America loses too. 

Though transAtlantic travel is much more common than 
it used to be, the unfilled gap of understanding between na- 
tions is no less great. Britain is in many ways more inward- 
looking than it was; America’s internationalism seems in- 
creasingly hesitant. At the same time more and more people 
around the world are adopting the values that America has so 
long championed, and want to learn more about the Ameri- 
can experience. To be thoroughly: modern, the Common- 
wealth Fund should be broadening the terms of the Harkness 
fellowships, not narrowing them.. 










Since the day of its opening last year, it offers 


The Palace Hotel has been constantly 
acknowledged as the best in Beijing. So 
The Peninsula Group it 

seems the perfect place 

to be. 

A truly great hotel, 

the magnificent appoint- 

ments are matched only 

by its superb location 

and excellent service. 

ust a short stroll from 
The Forbidden 


the very centre of Beijing. 


Te ade Hao Ro mg 
rhe Leading Hotels of The World Preferred Hotels Worldwide / Utell International. 
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Jne thing leads to the next 





Imperial Chemical Industries has already been through a decade of great 


change. Now, it knows, it must transform itself again. 


ONG before Sir James Goldsmith was 
said to be eyeing 1c! last September, 
with unbundling on his mind, Sir Denys 
Henderson, chairman since April 1987, had 
set up task forces to discover if there were 
better ways of running the giant British 
chemicals conglomerate. Their findings are 
now being reviewed. 

A measure of the need for change, 
keenly felt by Sir Denys, is ict’s share price. 
Despite a £10m relaunch of corporate image 

d logo in 1987, large dividend increases 
— ed a scheme to buy in up to £750m ($1.2 
billion) worth of shares, around 1096 of the 
equity, ICI still sells on a price-earnings ratio 
a quarter below the London industrial aver- 
age. By market capitalisation, it is now only 
eighth among British companies. 

Some investors think ici would be bet- 
ter off without its commodity products, 
things like caustic soda or plastics or 
fertilisers. These have little to do with 1ci's 
newer, more exciting products like pharma- 
ceuticals, pesticides, paints and speciality 
chemicals. Some chemicals companies have 
already taken radical steps. Monsanto de- 
cided several years ago to get out of most 
commodity chemicals and concentrate on 
biotechnology-based products. It has turned 
a $98m loss in 1985 into a net profit of 
$679m in 1989. In Britain Courtaulds has 
demerged its textiles from its chemicals. 
Both Dow Chemical and Boc (formerly Brit- 
ish Oxygen) have decided to spin off their 
pharmaceutical and health-care sides to 
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what way? 


boost the stockmarket view of their worth. 
ICI is now wondering what it should do. 


Driven into change 


With 1989 sales of £13.2 billion ($21 billion) 
and pre-tax profits of £1.5 billion, ict is the 
fourth-largest company in the world’s $750 
billion-a-year chemicals industry. It is also 
Britain’s largest non-oil manufacturer and 
exporter. Though no ici board member ad- 
vocates a carve-up of its 70 or so busi- 
nesses—this could raise perhaps £15 billion, 
double ict’s current market capitalisation— 
few want to continue running things as they 
are. The reason for that, curiously, is that 
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And again: 1987 
the group has already changed so much. 


ICI was born in 1926 from the merger of — - 


the four largest British chemicals compa- 
nies. It was Britain's answer to the then Ger- 
man chemical giant, similarly formed, 1G 
Farben. ici rapidly expanded by turning salt, 
lime and later oil (in 1974 a major oil find in 
the North Sea was made by a consortium of 
which it was a member) into chemicals, 
which supplied the rest of Britain's then 
booming manufacturing industry. New pro- 


ducts such as polyethylene and polyester fi- 1 


bre boosted growth. Until the early 1980s, 


the heart of the group was its commodity — 
chemicals, and most of its huge turnover — 


came from a few big products. Most of its 
assets were in Britain. 
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So was a great chunk of its sales. Al- N 


though 1G Farben was split into three after 


1945, and the prewar "understanding" be- — 


tween it, ICI and Du Pont supposedly had 


come to an end, the chemicals giants contin- 
ued right up until the 1980s to run their — 


markets much as they always had. Ic! sold to 


Britain and the ex-empire, the Germans _ 
(Bayer, BASF and Hoechst) to continental | 


» ce 
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RESHAPING ICI 





Big producer, big user 


Europe, and Du Pont in the Americas. And 
nobody worried much about competition. 

By 1980, however, after the second oil 
shock, the chemicals industry found itself 
being dragged into recession. The causes 
were dearer feedstocks, falling demand and 
prices, overcapacity and a dearth of new syn- 
thetic materials—the last big plastic to be 
discovered was polypropylene, in 1954. In 
1980 ici reported losses in petrochemicals 
and plastics, and had to cut its dividend, for 
the first time in its history. The industry's 
response was the old one: even more mar- 
ket-rigging. But this time it was stopped. 
The European Commission uncovered ille- 
gal price- and/or market-fixing cartels in 
polypropylene, polyvinyl chloride (Pvc) and 
low-density polyethylene, to name only the 
biggest cases. The fines that it imposed, to- 
talling some $140m, hit most of the names 
that matter in European chemicals. 


From production to marketing 


Among the fixers was IC! (true to its tradi- 
tions: in 1944 its then chairman told the 
House of Lords “I do not subscribe to the 
theory that competition is essential to effi- 
ciency"). But it also had more constructive 
answers. After the shock of 1980, ici de- 
cided things must change. It must invest 
more in its specialities, such as drugs and 
farm chemicals, whose sales were becoming 
significant. These were less vulnerable to re- 
cession. But they required a new outlook. 
Bulk chemicals are bought by other manu- 
facturers for many uses. Speciality products 
are designed for a specific use: to kill aphids, 
say. So, like many other manufacturing 
companies, ICI found it had to shift from be- 
ing production-driven to market-driven. lt 
also had to break out of its sluggish British 
and ex-imperial markets and sell wherever 
new customers were to be found. 

Another change in strategic thinking 
came in the mid-1980s, when it was recog- 
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nised that oil prices had stabi- 
lised. Chemical companies no 
longer worry about securing oil 
and oil-derived feedstocks, be- 
cause they are bought at com- 
petitive prices on the open 
market. In 1987 ici sold its oil 
and gas interests to Enterprise 
Oil, in return for a 2596 equity 
interest in the oil firm. 

It also turned away from its 
policy of expansion by vertical 
integration. That policy had, 
for instance, helped lose it its 
market position in washable 
wallpaper: instead of breaking 
its back to find designs that 
would appeal to customers, the 
group had viewed its wallpa- 
pers essentially as a captive 
market for its PVC. 

Having once decided to re- 
form, ICI became a pacesetter 
for other British manufacturers. Its then 
chairman, Sir John Harvey-Jones, cut the 
number of executive directors, slashed mid- 
dle management at iCi's London headquar- 
ters, and forced decision-making down on to 
those nearer the markets. The traditional 
businesses had mostly been run from Brit- 
ain. He set up nine internationally-run busi- 
ness groups, four of them headquartered 
outside Britain. 

Step by step, ICI merged its bulk indus- 
trial chemical, petrochemical and plastics 
operations. Most were eventually brought 
together in 1986 into a single group. This in 
1987 became a separate company, Ici Chem- 
icals & Polymers, in case ICI decided to get 
out of bulk chemicals altogether. In 1982 ici 
sold its polyethylene operations. In 1986 it 
set up a joint venture, European Vinyls Cor- 
poration, with Italy’s EniChem (now Eni- 
mont), to sell Pvc, a big loss-maker. The 
move raised eyebrows in Brussels, which 
gave the new venture only temporary ap- 
proval—it is now seeking an extension—to 
trade until 1991. With these changes went 
sweeping cuts in the workforce and in costs. 

iCr also expanded rapidly into new prod- 
ucts: polyurethanes, for instance, versatile 
polymers used in insulation, car parts and 
shoe soles, that now bring it $600m a year in 
sales. Three big acquisitions in America 
speeded this diversification. In 1985 ici paid 
Beatrice $750m for its chemicals interests, 
notably in composites, high-value mixtures 
of plastics and fibres with aerospace uses. 
The purchase of Glidden in 1986 for $580m 
made ICI the world's biggest manufacturer of 
paints. In 1987 came Stauffer Chemical, for 
$1.7 billion, mostly met by keeping 
Stauffer’s agrochemicals business and sell- 
ing the rest for $1.15 billion. 

Already, then, much has altered. In 
1980 only 30% of.ici's trading profits came 
from differentiated chemicals; in 1989 5096. 
In 1980 4296 of sales were made in Britain, 





19% in continental Europe, 16% in the 
Americas. In 1989 those figures were 22%, 
2596 and 2996. Until the late 1960s ici used 
to sell its products abroad through ap- 
pointed agents. Now it has its own market- 
ing operations and 220 manufacturing sites 
around the world. In 1980 about three-fifths 
of the employees worked in Britain, now just 
over two-fifths do. 


Which way now? 

For the past three years iC1 has been taking a 
bit of a breather, after so much hectic 
change. When Sir Denys became chairman, 
he says, he found that not even senior em- 
ployees knew what the group's strategy and 
direction were. But now, after a period of 
consolidation, the board has decided that 
ICI is again ripe for another shake-up—even 
if this only generates the necessary climate 
for another round of productivity drives. 

The board has a lot on its plate. Can ^ 
justify retaining all its operations? Can 
continue to pursue the market without for- 
saking traditional businesses, which largely 
remain product-driven! Is there a better way 
of managing what it does keep? ici has no 
obvious answers, only difficult choices. 

The biggest decision is which businesses 
to keep and which to shed. In any conglom- 
erate, says Sir Denys, ownership of a given 
business can be justified only if it is capable 
of growth and is in some way better off with- 
in the group than on its own. ICI has already 
got out of over-the-counter drugs, because 
the flow of new products had dried up. 

By now, such thoughts are business plat- 
itudes. Acting on them is another matter. It 
is easy to argue, and sometimes true, that the 
benefits of corporate membership are not all 
obvious at first sight. There may be hidden 
gains: genuine technical or commercial syn- 


Henderson smiles. Why? 
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.-ergies; the critical mass to sustain costly i in- 
novation that may take decades to show re- 
turns; tapping into central functions or into 
the local market know-how of other bits of 
-the group; the corporate name itself. Such 
_ benefits are notoriously easily seen by insid- 
ers when cynics outside suggest a company 
would be better dismembered. Sure enough, 
an outright carve-up is not on ICI's agenda. 
It may, however, divest. But what? ici 
ae has first to decide where its focus should lie. 
With its old commodity chemicals, which, 
_, though slow-growing, remain indispensable 






-ito many industrial customers! Or with its 
s umer and speciality businesses, 
. which are mostly faster growing and should 


` (but—bar pharmaceuticals—strikingly do 
- not) bring higher profit margins? ICI seems 
: to be leaning towards the second answer. 

As Mr David Barnes, a board member 
j of: peciality chemicals, puts it, 
iade for "hanging on to the 
id getting rid of the tarnished tin- 
; but which is which? Since 1986 







all have shown rising turnover but flat prof- 

its and sharply shrinking margins. The in- 
dustrial products—general chemicals, petro- 
` chemicals and plastics, fibres and industrial 
explosives—have seen exactly the opposite. 
Indeed since 1987 they have earned higher 
| margins than their rivals. 

Even so, there is a case for getting out of 
bulk products. They are provenly sensitive 
. toa downturn, and the environmental back- 

lash has recently made large-scale chemical 
manufacturing even less attractive. But 
there are also good reasons the other way. 
Commodity chemicals are big cash-genera- 
tors, says the chief executive of ic1 Chemi- 
cals & Polymers, Mr Dick Lindsell. And 
C&P includes fast-growing businesses such as 
acrylics, used in things like kitchen sinks, or 
substitutes for chlorofluorocarbons, the 
<c ne-eating chemicals used in aerosols and 


'.--igetators. Although three-quarters of 


. C&P sales are made in the mature European 
market, it is expanding into East Asia, 
where sales of petrochemicals and plastics 
outpace general economic growth. 


- icis no longer a merchant supplier or 


even self-sufficient in petrochemicals (it now 
owns only one integrated petrochemical 
complex, at Wilton in north-east England). 
. Yet these products remain important, says 
Mr Chris Hampson, a board member and 
C&P's chairman, because they are swapped 
around the world for other vital feedstocks. 
Without bulk chemicals, ici would be two- 
thirds of its original size. Some people there 
-feel it would lose much of its industrial 
clout, its close relationship as supplier to 
other big manufacturing firms, and its posi- 
tion as an industrial force in Britain. 
C&P is evidence for the corporate-bene- 


fits theorists. It still relies on 1cl for a sense of 


< identity. When the company was first set up 
- as such, it tried, by advertising to customers 





‘the consumer and speciality businesses over- 


and the general public, to establish a sepa- 


rate presence in the market. The campaign 
was not a success. Though no one there ad- 
mits it, ICI would probably already have de- 
cided to get rid of C&P but for a large and 
unexpected profit growth in the sector be- 
tween 1983 and 1989, as rising demand for 
petrochemicals and plastics—due notably to 
a boom in the construction. industry— 
brought sales nearer to global production 
capacity. However, by late 1989 profit mar- 
gins had fallen, and world sales were rising 


more in line with general economic growth. 


So the option is still open. 
One overdue candidate for disposal is 


fertilisers: yearly sales of around £900m. 
have not brought a profit since 1985. An- 


other might be icr's half-share in European 








Vinyls Corporation, which in 1989 saw sales 
(around £1 billion) grow, but profits shrink. 
EVC, however, buys nearly all its raw materi- 


als from its two parent companies. So ICI op- 


erations supplying EVC would lose a large, 
tied customer and would clearly be at risk. 
iCi's 25% stake in Enterprise Oil has r no ob- 
vious value to the group. 


Synergy, synergy 

Another possibility would be to link the spe- 
ciality subsidiaries, now independent of one 
another, in such a way as to increase synergy 
between them. ict has already set up eight 
science-strategy groups to promote the flow 
of science across business and territorial 


boundaries. A bio-science group, for in- 


stance, draws together all the biology-based 
disciplines within iC the colloid group 
looks at how molecular particles perform in 
paints, explosives and drug formulations 
alike. But it is still far from clear how Ic! 
might reorganise these businesses. 

= One idea, says Mr Tom Hutchison, a 
board member who, among other things, 
has a group overview of productivity, is to 
form three business groups: bio-science; 
dyes, colours and other fine chemicals; and 
coatings and materials, to include paints 


and composites. 
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.most research. h 


selling seeds turns out t 


unusual. Few of the speciality outfits seem t 


_bly prefer to be spun off. But the main board. 


tions have dominated but specialities are 


headquarters, it might lose with them so 


nate better the businesses that it has: 
























































Easier said than done, as the $250m-a- 
year seeds business vin ICI has i 


ro hence une Porcher pla ICI sav 
prospects of developing advanced varietie 
through gene technolog g 
ready had some comp 


1987 Société I Europ 


its own way. ' "he 9 
part in the com 


products are sold 
tried out in different clir 


from selling agrochemicals; 
technical specialists. | 


dence; they reckon it fosters an entre 
neurial attitude and avoids time-wast 
ICI corporate matters. Such attitudes are no 


identify closely with ici. Some would proba- 


is committed to specialities and believes in 
making the most of those synergies that do. 
exist. It seems unlikely that such pivot 

are even being considered. 2 


Regional or national? 


ICI is also reviewing its geographical struc- e 
ture. It aims to create two hubs for its fancy 
chemicals, one in America, where 9596 of 
turnover already comes from specialities, 
and one in Europe, where the bulk opera- 


nonetheless growing faster. - : 
|. The trouble, says Mr Hutchison, sio is 
also responsible for continental Europe, : 
that ICI's operations are run largely ona n. 
tional basis, even though buyers of chemic: 
goods, such as Electrolux or Volkswagen, a 
range their operations on a pan-Europea 
basis. But if ici gets rid of some natioi 


of the local market expertise that they hi 
built up. According to Mr Ronnie Hampe 
board member and territorial director . 
the Americas, there too ICI needs to co-oi 


quired piecemeal, but without prejudic 
their individual freedom. | 

ICI is still working out which way 
head. But action might be precipitated w 
Enimont to decide it wants to sell its stak 
EVC, as its new boss, Mr Raul Gardini, hi 
hinted. This might leave Ic1 little choice but 
to pull out of plastics, with effects through 
out the group that would force it to take 
other crucial decisions. Whatever the board 
decides, implementing it will not be easy. I 
ICI, as in any big organisation, corporat 
habit is a powerful enemy of radical change 





CHAIRMAN'S STATEMENT 
1989 was a difficult year. There was sharper competition 
| in (the marketplace, particularly in the UK where high 

~ inte: est 1 ates, which are the Government s main 
resource.to fight the) rapid rise in inflation, encouraged 
j some underwri iters to take on business at unrealistic 
rates. It was a year of natural disasters, with destructive 
hurricanes in the Caribbean and the south-eastern 
United States, and earthquakes in California and 
Australia. In all these calamities the Group bore its share 
of loss, but inevitably for our company nothing was 
more costly than the long hot summer in the UK which 
has so far produced some 7,800 claims for subsidence. 
Some of these arise only when houses change hands and 
prospective purchasers have a su rvey. Consequently we 
may expect further claims when the residential property 
market in due course revives. 
In all these circumstanc es we regar d the Gr oup profit 
of £3 18m as satisfactory, particularly since this result 
d »es NOL tuy disclose the immense stre ngth of the Sun 


: than 1 £800m i in he TOURS. s net assets. 
tr 'ength: gives us the capacity to 
unden onfidence ona E uropean and 


| worldw ide s sc cale, to expand our business in a coherent 


“to maintain dividend "n Hie the inevitable 








































: manner in the dev eloping financial services market, and 








3st. Dec nba: 1989 a at over £: 550m. W hilst ino is E 


considerably less than the appraisal value of our lo ng- 
term business, which includes the value of future new 
business, it does furnish further evidence of the stren: 
of the Group. 

The Group reorganisation ice adowed: in last ve: 
report, and established by the Scheme of Arrangemeti 
sanctioned by the High Court, has gone ahead smoot 
with a more logical co-ordination of m arketing, 
underwriting, and dealing with claims. This will enab 
usto offer an even higher standard of service to our 
long-standing connections. 

The Group welcomes Sir Leon Brittan’s efforts to 
speed up the process of bringing freedom to supply 
personal general and life business services throughou 
Europe, but conditions must be the same for all 
competitors in the market, and this applies partic 


o to taxation, It is unsatisfactory that reserves set aside t 


allow for catastrop hes such as the recent storms shoul 


_be eligible for tax relief in many European countries | 
. notin the UK. It is equally unhelpful that the Inland 


Revenue continues to seek to discount outstanding 
general business claims, which would effectively tax 
investment income before it was received. We should 
be placed under a handicap in competing for busines 
a time when other trade barriers are being dismantlec 
and when Government expenditure abroad and the 
heavy outflow of funds on interest payments are mak 
serious inroads into the hard-won invisible carnings t 
which insurance has been so vital a contributor over t 
ycars. | 



























1990 has started with v iolent hurric anes much more 
idespre ad than those of. 
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up results for 1989 are as follov S: 
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fit and loss account 
nerali insuranc : underwriting. result 


ng-term Insurance profits — 





inauguration has called for imaginat 


Dividend 

The Directors recommend a final dividend f 

bi per share, making a total dividen 
; KID: 

so o 


‘The setting up of our new structure: 


planning and much hard work. Its si 
results for 1989 are due to the ent hus 
the people who work fo “the Group; at 
To all of them I express my admiration i 
















RESULTS FOR 1989 
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fit before taxation 
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aings ahid divide nd pers sh "are eoe 1988 hate been n rest; tated i to re reflect iie four Tar one - stiare e exe change on Ist July. 1989, 


“Phe Annual TAM Meeting of Sun Alliance Group ple will be held at 12.50 pm on I6th May, 1990 at the 
| Head Office, | Bartholomew Lane, London EC2N 2AB, l 
he Asmil Report and Accounts were posted to shareholders on 23rd April, 1990. If vou are not a shareholder and would like a 
i copy Diese write to the C ompany Secretary at the above address. 
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THE SPONSORSHIP OPPORTUNITY 
OF THE 1990'S 


THE VIVALDI CONCERTANTE 
An outstanding orchestra | 


«A 





The face of Pavarotti is instantly recognisable but the hands around the internationally famous 


T singer's shoulders are also well known in the UK music scene. They belong to Joseph and Mary 
P Pilbery, the founders of The Vivaldi Concertante in 1983, who in their own way, have demonstrated 
1 a remarkable talent in running an outstanding orchestra which has not had the benefit of any public 
EH funds. Relying totally on box office receipts and sponsorship, the Vivaldi Concertante has not-only 
n. inaugurated concerts at the Wellington Museum, Apsley House, but also have appeared at the Royal 


Albert Hall, The Royal Festival Hall, The Barbican, St. John Smith's Square and The Orient 
Express train while travelling from London to Venice. 


E 
Aa The Vivaldi Concertante is now seeking an overall sponsor whose objectives are complementary. 1f 
D you are a major corporation seeking to win new markets — both in the U.K. and Europe then you 
h. should take advantage of this exclusive opportunity to secure the services of the Vivaldi Concertante 
E. to help you achieve your objectives. To'obtain a detailed prospectus which highlights what is a highly 
| professional sponsorship package incorporating generous corporate entertainment and publicity, 


E please contact:— 


| Advertising Answers International, Glen House, 200/208 Tottenham Court Road, London 
| r | WIPO9LA Tel: 01-323 4770. Fax: 01-436 3219 i; 
b: Please also contact Advertising Answers International if we can help your organisation either in the 


raising of sponsorship or the management of a project that also requires professional assistance in 
the fields of marketing and promotion. 
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The din of democracy disturbs 


Deng's peace 


FROM OUR CHINA CORRESPONDENT 


(6 YXOUNTRYMEN! The darker the age, 
the sooner the dawn will come. The 

tighter the mindless fascist suppression, the 
oper: the true people's republic will be 
Con)" Those were the words of Miss Chai 
oS recorded last June 4th just after the 
tanks had rolled into Tiananmen Square. 
Will the vengeful Chinese leadership allow 
her voice, and those of her fellow-fugitives, 
to be heard inside China again? | 
Not if Mr Deng Xiaoping and his col- 
leagues can help it. But just how far will they 
go to silence these insistent cries of protest? 
Miss Chai, who is 24, and her husband, Mr 
Feng Congde, are free in the West. So are 
other Tiananmen dissidents: Mr Yan Jiaqi, a 
political scientist; a student orator, Mr 
Wuerkaixi; Mr Wan Runnan, an entrepre- 


E neut who founded China's most successful 


dm private. company, Stone Computer. Of the 
Al students put on the government's most- 
ist for their criminal calls for free- 
| an end to corruption, only ten are 
definitely under arrest; five have got safely 
out of the country. : 
- Now a small ship, the Goddess of De 
mocrácy, is on its way from France to 
China. Its c crew puni to broadcast radio 









messages of dissent, one of them Miss Chai's 


speech of June 4th, into China from the pre- 


sumed safety of international waters. 

The presumption is risky. In Paris, com- 
puter discs belonging to one of the ship's 
sponsors were stolen, then returned. A Chi- 
nese cargo boat has been following the God- 
dess since she left Europe. Last week a Chi- 
nese spokeswoman called the ship a 
“reactionary tool" and added sternly, “We 
resolutely oppose the provision of support 
or facilities given to it by any state, organisa- 
tion, government or individual.” 

France i is one guilty party. lt is blithely 
ignoring the statement last October by its 
foreign minister, Mr Roland Dumas, that 
his government would not allow political ac- 
tivity against a country with which it has 
diplomatic relations. Others may also give 
aid to the dissidents aboard the Goddess: 
Singapore, which has said the ship can dock 
there, and Taiwan, which is offering port fa- 


cilities and has reputedly paid part of the 


$1. 5m spent on the project so far. 
China may not confine itself to bluster, 


especially if the radio ship passes near the 


Spratly islands. This nondescript sprinkling 
of rocks in the South China Sea is claimed 


barrel of the gun” and seize or even sh 


the dissidents are unlikely to be deterred 


jail, possibly going out of his mind. In 1979 


d gue party leader Mr Zhao d 





































by five countries, including China and: 
nam, which have fought skirmishes over t 
place. It will be tempting for China's na 
carefree about adverse publicity, to invok 
Mao's maxim that "power grows out oft 


up the ship, despite the French national 
of the crew.and technicians. .- 
Perhaps the Chinese will retaliate peace 
fully, and simply j jam the ship's broadcasts a 
they used to jam those of the BBC and 1 
Voice of America. It would then be up 
China's dissidents in exile to sustain 1 
enthusiasm, and their finances, over 
long haul. Unfortunately for China’ s tul 
from the octogenarian Mr Deng to the sex 
genarian clique of the prime minister, Mr. 
Peng, and the party boss, Mr Jiang Zemin 


merely by jamming. 

The history of the misnamed People's. 
Republic boasts plenty of idealists ready to: 
defy authority. Mr Wei lingsheng is still in. 


he put some provocative posters on Beijing's 
"Democracy Wall" and published an essay 
pointing to China's need for a fifth modern- 
isation, democracy, to go with the four (agri- 
culture, industry, defence, and science and 
technology) promoted by the hal£reforming. 
Mr Deng. Mr Wei forgot that Chinese lead- 
ers do not like criticism—hence the "anti- 
rightist” punishment meted out a genera- 
tion earlier to the 550,000 who had listened. 
when Mao deceitfully said, "Let a hundred 
flowers blossom and a hundred schools of 
thought contend." | 

Today's dissidents are different, and 
rather more dangerous to the regime. The 
regime seems to think so too: instead of ig 
noring Miss Chai’s remarks when she su 
faced in Paris on April 18th, it went out 
its way this week to call them ' ‘sickening 

One reason for the governmen 
worry is that the dissidents have a suppot 
network inside China, which makes t 
the first potentially effective oppos 
since the Nationalists were chased oi 
1949. Despite the country's pervasit 
veillance system, several fugitives hav 
caped to the West on an “underground 
way”. Miss Chai and her husband man 
co live on the run in China for ten mo 
she even had cosmetic surgery to change he 
iooks. The underground railway is though 
to stop briefly in Hongkong and Macau, 
fact that only i increases Chína's rage at these 
centres of “subversion”. 

A second reason is that many DUM 
have sharper skills chan mere rhetoric. M 
Yan Jiaqi was an adviser to the now-di 

















Wan Rinnan started and ran a busit ess 
Chen Yizhi was director of a Zhaoist think 
tank, the Institute .for Restructuring the 
Economy. Mr Su Xiaokang is a writer whose 
television series “River Elegy” excited many 
hinese by daring to question whether Chi- 
nese culture was really all that great. This is a 
alented core for the Paris-based Federation 
or Democracy in China. 

. . The oligarchs of Beijing are also un- 
happy that the dissidents remain so popular 


Correct but cool 


FROM OUR CHINA CORHESPONDENT 


OW embarrassing. On April 23rd 
A A Mr Li Peng became the first Chi- 
nese prime minister to visit Moscow 
~ since Zhou Enlai (Mr Li's adoptive fa- 
ther) in 1964. And what greeted him on 
.. this historic occasion? Hundreds of Rus- 
. sian students shouting "Li Peng go 
. home", statements by radical members 
. of the Moscow city council that Mr Li's 
.. hands were stained with blood, and more 
.. attention from the world's press for Lith- 
. uanians than for him. 

Why was the smiling Mr Li so harshly 
treated? Because communism's great 
powers are still moving in different direc- 
tions. Notwithstanding his slow stran- 
gulation of Lithuania, Mr Gorbachev re- 
mains committed to a more pluralistic 
sort of communist politics—as was 
shown this week by those tolerated dem- 
onstrations against Mr Li in Moscow. As 
his part in the Tiananmen Square massa- 
cre last year suggests, Mr Li is not of Mr 
Gorbachev's opinion. Indeed, he is said 
to blame most of communism's ills, from 
|] its collapse in Eastern Europe to simmer- 

. ing dissent in China, on his host's bane- 
ful influence. 

Dissimilarity is helping to breed indif- 
ference. It is all very well for President 
Gorbachev to tell his visitor, “China is a 
big country. We need constant dia- 
logue.” Big does not necessarily mean im- 
. portant. With the cold war winding 

-down and communism virtually dead in 
Eastern Europe, the United States has 
less reason to fear a Soviet-Chinese 
reconciliation. And Mr Gorbachev, who 
needs western money and technology 
more than Chinese goodwill, has less rea- 
-sonto care about it. 
|. . A year ago matters were different. 

The Beijing summit between Mr Gorba- 
chev and Mr Deng Xiacping, held just 
.days before the Tiananmen massacre, 
ended three decades of animosity be- 
tween China and Russia. Mr Gorbachev 
_was aiming in part to reduce Soviet mili- 


tary spending and to increase the Soviet 
‘Union's s = with East Asia. Military 
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-with their orig hes Gapeciülly france. ! 
The dissidents have raised enough money to 


buy their boat and have brought pressure 
on America's Congress to get the reluctant 
President Bush to end China's "most-fa- 
voured-nation" trading status. The exiles 
are no government-in-waiting. But the 
louder and clearer their message reaches 
China, the weaker communism's hold on 


the Middle Kingdom becomes. 


Fo aia gett Sc osc a 


tension is noticeably reduced, and cap- 
italist Asia, including China’s arch-ene- 
my, Taiwan, now has a lot more to inter- 
est Mr Gorbachev than China does. For 
all the polite words in Moscow, Mr Li's 
four-day visit had the flavour more of 
protocol than of policy. 

That does not make it, or their rela- 
tions, worthless to either communist 
power, Six agreements signed in Moscow 
include more than the additional, and 
predicted, military cuts along the two 
countries' 4,300-mile border. According 
to the China News Service, China will 
provide the Soviet Union with consumer 
goods (many of which are made better in 
China than in Russia), and the Soviet 
Union will give energy-starved China fi- 
nancial aid for nuclear power stations. 

Sensible steps for a correct but cool 
friendship. As Mr Li put it, "Disagree- 
ments between the two sides on certain 
matters should not impede the develop- 
ment of relations between the two 
states." The gracious Mr Gorbachev did 
not mention Tiananmen Square once. 









Boatpeople - 


Steer clear 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


HIS is Visit Malaysia Year. Advertise- 

ments extol the country’s white sands, 
crystalline water and charming, hospitable 
people. The small print should mention that 
Vietnamese need not apply. 

The United States Committee for Refu- 
gees, a private group, estimates that since 
May 1989 Malaysia has denied temporary 
asylum to some 5,660 boat people fleeing 
the misery of Vietnam. Since February this 
year Malaysian marine police have block- 
aded Bidong island, off the east coast; it is 
the site of the country’s largest reception 
centre for boat people. During March, 23 
out of 26 boats trying to land there were 
towed back out to sea. 

Malaysia’s policy is a blow to the | 
called Comprehensive Plan of Action for 
Indochinese refugees, signed by 70 countries 
at a meeting in Geneva last June. The plan 
aims to stop the flow of refugees from Viet- 
nam. All the signatories agreed that, until 
this was achieved, they would give “first asy- 
lum” to Vietnamese fleeing their country by 
sea. This would allow officials to decide 
whether a boat person was a genuine refugee 
entitled to resettlement in a third country. 
Indonesia and Hongkong have good records 
for granting first asylum. Thailand is known 
to have towed some boats back out to sea. 
Malaysia appears to be systematically deny- 
ing asylum, even though its foreign minister 
was chairman of the Geneva meeting. 

The Malaysian government's first re- 
sponse to complaints from the United Na- 
tions High Commissioner for Refugees and 
the American State Department was to 
deny any knowledge of boats being towed 
anywhere. Later Malaysia said that the bc 
had been towed out to sea "at their own .. 
quest", and only after the Malaysians had 
supplied them with food and water. 

In fairness to Malaysia, it should be said 
that it has since 1978 acted as a transit point 
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Naturally, you'll accomplish more 


in the b 


Hyatt understands that the right 
environment is crucial to business. 
That's why experienced travellers stay 
with us. At more than 20 city centre 
hotels conveniently located across Asia 
Pacific, we set the mood for business. 

It's our extra little touches that 


make your trips more enjoyable and 


est business climate. 


productive. Our Business Centres are is executive class. 
equipped with the latest international To take the edge off a busy day, 
communications systems. Our experi- there are always excellent health 
enced staff ensure efficiency with facilities as well as relaxing restaurants 
graciousness. Our well-appointed and lounges. At Hyatt Hotels in Asia 
guest rooms are welcoming THE Pacific, we're dedicated to 
after a hard day's work. And HYATT creating the most favourable 
in our Regency Club everything business climate. 

HYATT €) HOTELS & RESORTS 

ASIA PACIFIC 


Tokyo * Seoul * Pusan * Taipei * Tianjin * Xian © Hong Kong * Manila * Bangkok * Singapore * Jakarta * Surabaya * Kota Kinabalu € New Delhi 


* Adelaide * Canberra * Melbourne * Perth * Sydney * Auckland 


For reservations at over 150 hotels and resorts worldwide, call your nearest Hyatt or contact your travel planner. 





In the new world of international travel, 
these are the limousines. 
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While our dedication to your 
comfort in-flight is almost 


legendary, there is one other 


passion we have that you may find 


equally gratifying: Rolls Royce 
engines. Ours is the only exclusive- 

ly Rolls Royce-powered, widebodied 

fleet in the skies. And were the 
only airline to select flight at- 
tendants from 10 Asian lands. They 
provide thoughtful and attentive 
service to complement the incom- 
parable Rolls Royce ride. And to 


ensure that you arrive in better shape. 


A 


a 
CATHAY PACIFIC 


Arrive in better shape. 
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At Chase, knowledge from 
the four corners of the world 
is applied to every transaction Sm 
‘sco we help arrange in 


AMPBANE 


coast 


Carrier tre. (42.0%) nd 


this corner of the world. 


= -—- am  — 
Uni Group, Inc. 
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More and more. today's world of corporate often be unfamiliar business environments resources on behalf of our clients 
nn » > ric 1 n "41 € TS th " è : C . 7 r , - : , n | Ii 
: cry demands a financial institution with a lust as crucial is our industry expertise While our global perspective and local 
global pe rspective Being knowledgeable across a wide range execution capability means that naopportunity 
his perspective must be brought to bear of key industries means we give our clients is ever too complex 
ho mre 3 Vx or n > "XD "mm r r nie / 
on the structure and execution of every industry-specific advice during the complex Which perhaps explains why our volume 
transacti n whether local or cross-bx raer | negotiations that tend to characterize a merger of successful mergers and acquisitions 
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“the country's — 
s have now decided to © | 
e capital, Rangoon — 
). They are planning to — 
; 5 billion over 15 years to | 

new high-tech, information- 
3 ple—more than 




























ang oon in ‘the past few 
with the aim, it had been 
d thought, of breaking up pro-democ- 
racy neighbourhoods. Perhaps they 
are to be the vanguard of the new 
dream city instead. : | 
Burma, with foreign-exchange re- | 
serves of $25m or so, will not be pay- | 
ing for the city. It claims a Japanese | 








consortium will be. The Japanese em- - 
bassy in Rangoon has taken the un- 
characteristic step of denying that it 
knows anything at all about the Bur- 
mese government's claims. 
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for 220,000 Vietnamese on their way to a 
new life in the West. Its government is now 
worried by western governments' reluctance 
to take any but the better-qualified refu- 
gees—a form of discrimination that is 
against at least the spirit of the Comprehen- 

" ePlan. What is Malaysia to do with. refu- 
. 5$ left languishing in their "temporary" 
camps, and with those who are not classed 
as refugees at all? Resettlement countries are 
not required to take non-refugees. Yet the 
United States (supported by Vietnam) i is op- 
posed to their forcible repatriation to 
Vietnam. 

The result is a group of long-term camp 
dwellers. Dr Mahathir Mohamad, Malay- 
sias prime minister, has called these 
unfortunates "scum". His language has the 
whiff of political expediency: boat people 
tend to wash up in the marginal constituen- 
cies Dr Mahathir needs to woo before the 
general election expected this year. | 

Boat people are still leaving Vietnam. 
Hongkong received almost 1,000 of them 
between January 1st and April 18th. This is 
less than a third of the number that arrived 
during the same period last year, and sug- 
gests that Hongkong's tough attitude to- 
wards the Vietnamese is having some effect. 

The cape is that most of this year’s 


boat Serie are from the relatively prosper- 


EE 


ous centre and south of Vietnam. Last year's 
arrivals were mainly from the more run- 
down north. Not only is the south doing rel- 
atively well—the Mekong delta had a 
bumper crop of rice last year—but most 
southerners who helped America during the 
Vietnam war left long ago. Others can leave 
through the government-sponsored Orderly 
Departure Programme, which handled 
45.000 people last year, 97% of them from 
the south. Many southerners, it seems, can- 
not wait. Their relations living abroad re- 
turn for a visit with tales of freedom and op- 
ulence in the West. 

Ho Chi Minh City (Saigon) has become 
uncomfortable after a new crackdown on 
decadent capitalist ways. It began in Febru- 
ary with the closure of the Dong Son Quan 
restaurant, run by one Madame Thanh 
Xuan, who provided all manner of services 
to, among others, senior party officials. 
Some of the city's 200-odd credit co-oper- 
atives were running pyramid schemes—us- 
ing the money of new investors to pay fat 
interest to old ones—and deserved to be 
closed. But the resulting credit crunch has 
damaged business confidence. Until it is re- 
gained, young southerners in search of a bet- 


ter life will continue to take to leaky boats. If 


they are sensible, they will steer well clear of 
Malaysia. | 
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Kashmir 
In search of 
terrorists 


FROM A CORRESPONDENT IN MUZAFFARABAD - 


N A farm outside Islamabad which the 

Indian government claims is a training 
camp for Kashmiri militants, nothing more 
lethal could be seen of the former occupants 
than a pile of discarded shoes and sandals. 
Some 800 Kashmiris had been staying there, 
most of them young, the guests of an opposi- 
tion member of parliament. A villager said 





Just killing time in Pakistani Kashmir | 





a s had been no t 


can afford to buy guns have been p 














came, they ate bread and th 

North of Islamabad, in 
("Free") Kashmir, there was fi 
ther, that this correspondent sa 
government's hand in any insurg 
neighbouring Indian Kashmir. Indias 
ligence claims dozens if not hundrec 
training camps in Pakistani Kashmir, 
flow of weapons across the border. Pe 
But it is not detectable to a journalist p po 
around, with his eyes open. 

It is probable that some Kashmiri 











with them and instructing their frie 
signs of official involvement. are 
find. Some Kashmiris have gained 
ence with Afghanistan' si 
rillas, but the Afghans tl 
proper system of training o 
money can buy weapons on the o 
ket in Pakistan; but the flood of gui 
one would expect if the Pakistani army 
involved is nowhere inevidence. — 

The war between Pakistan and. 
that. has threatened during the past we 
seemed an improbability in the spring su 
shine of Azad Kashmir. There were no e 
Pakistani troops near the ceasefire line and 
no unusual military activity. No doubt this 
was pointed out by Pakistan's foreign minis- 
ter, Mr Yaqub Khan, when he met his lv- 
dian counterpart, Mr Inder Kumar Gujral, 
in New York on April 25th. They talked for 
two hours and agreed. to try to: redu 
tension. 

Would-be militants do throng. Pakistani 
Kashmir and other parts of Pakistan. This 
not surprising: some 2m Kashmiris: has 
come to Pakistan from their troubled. state 
since 1947. Since the current Indian crack- 
down began in January, it is believed. that 
4.000-5,000 people have arrived in Azad 
Kashrnir: Nearly all are young men escaping 
curfews, house-to-house searches and poss 
ble arrest. A few hundred are village famili 
from near the ceasefire line who say th 
have been harassed by Indian troops. 

The young ones are far from gratefu 
Pakistan for i its hospitality. “Pakistan: 

- done nothing for us,” 
remark frequently. - hea 
from the disgruntled K 
miri men who have arri 
among the terraces th 
hem in Muzaffarabad, 
capital of Azad Kash f 

. The young refugees are pe 
. plexed about what to « 
next. Many were hoping to 
get weapons and training 
when they braved Indian 
patrols to cross the moun 
tains. All they have found i: 
the freedom to speak thet 
minds. The government 
hoping that will be enoug 











































































| hilippines 


Always with you 


FROM OUR SPECIAL CORRESPONDENT IN CALBAYOG 


HE Philippines looks increasingly 
gloomy: literally so this week, when a 
scheme of weekly 24-hour power cuts was 
put in force in Luzon, the country's biggest 
island. The authorities say they cannot find 
Colonel Gregorio "Gringo" Honasan, the 
front man for last December's attempted 
oup, though he is always available for inter- 
iews on America’s Cable News Network. 
Aeanwhile the coup leaders’ financial back- 
rs plot in the coffee shops of Manila's 
posher hotels. President Cory Aquino badly 
needs a success. Her officials hope that the 
destruction of the communist New People's 
my will be it. 

——. The NPA runs the only big communist 
insurgency still active in South-East Asia. It 
has just had its 21st birthday. There was not 
zalot to celebrate, or so Mrs Aquino’s advis- 
ers claim. The collapse of communism in 
Eastern Europe and the Sandinists’ defeat in 
= Nicaragua’s elections have undermined two 
“decades of propaganda. The NPA's morale 
was already low, because of purges of sus- 
pected informers. 

The Philippine army reckons the com- 
munists have 18,000 guerrillas, down from 
= the 28.000 it estimated when Ferdinand 

. Marcos ruled the Philippines. This month 
Mr Antonio Cabardo, said to be the insur- 
gents’ second-in-command, was nabbed at 
- .. Manila’s airport. Information: supplied by 

him is said to be wrecking the communists’ 

network in Luzon. Mrs Aquino hopes to 

keep her promise to eradicate the Npa by 
1992, when her term of office ends, 

= But will she? The government’s victories 

.. are being exacted at a high price. During the 

- first quarter of this year an average of seven 

-people died each day in clashes between the 
armed forces and the guerrillas. Many of 
-them were bystanders, the victims of ill-dis- 
-ciplined soldiers not too careful about where 
_ they were aiming. 

- In Samar, possibly the poorest ond: in 
the Philippines, : many of the people prefer 
the guerrillas to Mrs Aquino’ s soldiers. This 

























































areas. Its few towns had military perimeters, 
and the Catholic seminary at Calbayog, the 









graduates went into the hills t 





overty , with Samar on its frontline. 
UMr Tomas Gomez, her ebullient spokes- 







aimed . 


“omen: doing. voluntary work disappeared. 
One hassince been found with his head cut 
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| EA It se seems s that the island's magnates base 


used to be one of the NPA’s main training | 


biggest town, was closed because nost ofi its. | 


surgents. Mrs Aquino visited the island. pa LM 
January 3 and promised a "total war against 


ian, whose family came from the island, has. _ 
een put in charge of a development project — 
ied at winning the 1.3m islanders’ hearts. 
and minds. A week after it was launched two 





no intention of going soft on do-gooders. As 
for the project, it has yet to set up an office. 
Samar’s landless peasants may have to wait a 
long time to get their hands on a bit of gov- 
ernment land. 

Despite the good intentions. sal Colonel 
Filimeno Garcia, the Australiar-trained 
commanding officer in Calbayog, his men 
act like an army of occupation. By compari- 
son, the NPA seems popular. Mr Gomez, the 
development administrator, hopes to get 
NPA deserters to run his projects. They know 
the countryside, he says, and in many cases 
would simply be continuing the same sort of 
development work they were doing on be- 
half of the communists. 

The guerrillas appear to have dropped 
much of their Marxist dogma. As a result, 
their appeal to the poor in Samar and else- 
where has become simpler and stronger. 
However, the only way the guerrillas could 
get strong enough to topple Mrs Aquino is if 
they made a tactical alliance with army 
rebels. Such an alliance looks highly un- 
likely. But then, so does Mrs Aquino’s aim 
of eradicating the communists. 
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Only 18,000 like him now 





How the mighty are fallen 


FROM OUR SPECIAL CORRESPONDENT IN OSAKA 


IDEYOSHI TOYOTOMI, the great 

shogun who unified Japan in the late 
sixteenth century, ruled the country from 
Osaka castle. Osaka was a commercial city 
near the ancient imperial capital of Kyoto; 
the Hideyoshi shogunate made it the centre 
of Japan's political world as well. That did 
not last long. After Hideyoshi died in 1598, 


the Toyotomi family lost out to leyasu 


Tokugawa, who established his dynasty in 


the eastern town of Edo in 1603. Tokyo, né 


Edo, has been in charge ever since. 
Being lapan's second city has had its ad- 


vantages. Osaka's commercial, financial and 
industrial might far outstripped Tokyo's for 
most of the following 350 years. Even today 
Osaka is vigorous and prosperous. Kansai, 
the region within a 120-mile radius of Osaka 
is home to 21m people and has a gross re- 
gional product bigger than Britain's GNP and 
growing at twice the pace. Some Y22 trillion- 
worth ($138 billion) of infrastructure 
projects are under construction or on. 
drawing-board. The people of Kansai | 
better than almost any other Japanese. Land 
prices in suburban Osaka are rising fast but 
are still modest alongside Tokyo's. Well-paid 
jobs abound, commuting distances are short 
and the air is clean. Yet the locals fear for 
Kansai's future. 

The reason is that the old rivalry with 


the eastern capital (which is what Tokyo 


means) has taken an ominous turn—and 
not just for Kansai. Tokyo has become an 
economic magnet the like of which the 
world has seldom seen. It is sucking the - 
strength out of provincial Japan. It is no ex- 
aggeration to speak of two Japans: greater 
Tokyo—with its retailing, finance, high- 
tech manufacturing, research, fashion, me- 
dia and entertainment businesses—which 
generates half of Japan’s GNP and most of its 
ferocious export competitiveness; and pro- 
vincial Japan, with its rust-belt industries 
and inward-looking ways. 

The gap is widening at frightening 
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oh Anas income: e per 
tan Tokyo in 1980 was 






Today the income gap i 


good firms in such modern industries as 


manufacturing jobs were swiftly drained to 
‘South-East Asia after the yen began its rise 
n 1985. And lots of company headquarters 
pped stakes and moved to Tokyo in the 
same years. 

Osaka has no intention of taking this ly- 
ng down. The city prides itself on its can-do 
(rit, its open-mindedness, its merchant 
nentality. Yet, like Coventry or Cleveland, 


uring prowess. Preoccupied with getting 
‘the metal out the door, Osaka's factories 


- of internationalism that inundated Tokyo 


-with big ideas about doing business abroad, 
< barely splashed Kansai. 


: - Move over, Hongkong 
The answer, say city officials, is to turn 


. ans. Far better, many Kansai businessmen 
believe, to build bridges to Asia—to be 
-" ready to take over Hongkong's role if the 


reclaim it from Britain in 1997. 


Kyo office of the business consultancy 
“McKinsey, says the Osaka Securities Ex- 
change (OSE) should aim to become Asia's 
hief second-tier stockmarket, surpassing 
Jongkong and Singapore. The OSE is al 
eady big—the world's fourth largest in 
erms of market capitalisation—but it dupli- 
cates the trading of the gigantic Tokyo ex- 


.competition for global financial business 
-and concentrate on the regional stage? 


hat far. It is getting plenty, in the form of 
some 460 development projects—all of 
“which have the word "international" tagged 
on. Top of the list is the Kansai Interna- 
onal Airport, being built on 1,200 acres of 


reclaimed land in Osaka Bay. A couple more 
ormous bridges are to be erected across 


"international press building, and a foreign 
section for the OSE. li is also making: a bid to 


36 


host. the G1 summit meeting in 1993. aCe 
 Osaka’s flower show—or rather the In 
in ^ ternational Garden and: ‘Greenery Expo- 
sition—shows how eager it is to sell itself to 
~~ the world: and how risky the process can be. 
Money was no object. Between them, gov- 
- etnment and businessmen have spent ¥400 
billion on the show and the new subway line 
needed to reach it. But even a year before - 
the show was due to open, it was clear that it 


the rest of Japan. In 1986 it it was | T higher. E 
nearer 60%—an astonishing. pei g 
doubling in just ten years. Kansai is better . 
ff than most of the provinces, It can rely on - 


drugs, ceramics and electronics. But local 


saka's strength has been not entrepre- 
ieurial savvy but straightforward manufac- . 


have let the designing, marketing, financing E 
-Nor has Osaka imei to en $ 


a ila place in the world. The tidal wave | 


i with foreign goods, services and people in. 
-the 1980s, and its multinationals’ managers. 


Osaka outwards. They are aware that it = 
— would be folly to try to compete with Tokyo . 
for the attention of Americans and Europe = 


. place does decline badly after the Chinese 


change. Why not abandon the pointless | 


Kansai needs help to extend itself even - 


e Inland sea to Shikoku island. Osaka has- 
plans for at least three large trade centres, an — 





would be a financial disaster. Efforts were 


made to turn it into a fun-fair instead. Even 


80, attendance i in the first couple of weeks 





Hideyoshi, the local boy who made good 


after the show opened on April Ist was well 


~~ below target, and has fallen steadily since. 
Mr Kenichi Ohmae, who runs the To- 


. The organisers will be lucky to welcome 14m 
"visitors during the show's six months; they 


had hoped for 20m. 
The new X1 trillion airport could be an 


even bigger fiasco. Boosters say it will handle 
24m passengers a year when it opens in 


1993. (Tokyo's chock-a-block Narita airport 


. handles 17m.) It won't. Its single 3,500-me- 
tre runway will not even be able to handle 
"fully-laden cargo aircraft, let alone the latest 


long-range jumbo jets. Crosswinds in Osaka 

bay are expected to shut the airport for days 
on end during the typhoon season. The re- 
claimed land on which the airport sits is 
sinking almost as fast as it is built on. Insid- 
ers admit that, for the airport to do its job 
properly (meaning not to sink and have two 
more runways), the cost could be closer to 
Y3 trillion in the end. 


Local difficulties 


The spendthrift inclinations of Kansai offi 


cials do not inspire confidence. Neither does 
the fragmentation of local officialdom. The 





Bor or T ro. too, Ls to answer itor alot. 

. Kansai, like other provincial regions, 
has too little say over its own affairs. Offi- 
cials in Tokyo even set the tolls on the X1.1 
trillion Seto Ohashi bridge that spans the 23 
miles across the Inland sea to Shikoku. With 
a toll of ¥17,000 a crossing, the trucks that 
were supposed to trundle goods to and from - 
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the impoverished island stay well clear, 
crossing by ferry instead. 

Then, too, the central government $ 
been throwing money at the provinces 
the form of huge infrastructure projects that 
often hurt more than they help. Since it 
opened in April 1988, the Seto Ohashi 
bridge has brought wealth to the bridgehead 
towns in Okayama, down the coast from 
Kansai, while sucking it away from Hiro- 
shima. With its two remaining industries 
(motors and reverential peace tourism) in 
decline, Hiroshima has been left to its own 
devices. Much of the nearby coastline has 
become an industrial slum. 

The rest of rustbowl Japan could face a 
similar fate if it fails to focus the govern- 
ment's money more intelligently than the 
central planners have. But does it have the 
institutions of local government that would 
allow it to? Frustration, meanwhile, is rising 
throughout provincial Japan. For the first 
time other provinces may—as Kansai did in 
the last general election—start voting en- 
thusiastically for the opposition. 



















































val the case iie giant 
rat of Sumatra, but the administration's 
handling of the Lithuanian crisis is begin- 
ning to be as mysterious as any Sherlock 
Holmes tale. This week's episode might be 
called the Case of the Dog that Said it 
Would Bark—and Didn't. 
m The tale starts with the appearance of 
“Wir James Baker, the secretary of state, be- 
fore the Ways and Means Committee of the 
House of Representatives on April 18th. In 
a carefully prepared statement on the way 
relations with the Soviet Union had been af- 
fected by the Lithuanian situation, Mr 
Baker said that "some of our bilateral com- 
mercial contacts may be more directly in 
their interests than ours." Such contacts, he 
said, "are being put to risk by Soviet ac- 
tions—even short of force—in Lithuania." 
The statement was taken, as it was no 
doubt meant, to mean that the administra- 
tion had a set of graduated responses to the 
escalation of the crisis, but 
that those responses stopped 
well short of jeopardising arms- 
control negotiations with 












































Bush-Gorbachev sum- 
mit which starts on 
May 30th. 
Discussions within 
the administration con- 
tinued over the week- 
end. Time was press- 
ing: on April 24th the 
Russians and Ameri- 
cans were scheduled 
to hold talks in Paris 
on trade. As late as 
the 23rd, some of 
the American 
trade negotiators 
were still not sure 
whether they were to 
go to Paris or not. 
Some time that af- 
ternoon, before a Na- 
tional Security Coun- 
cil meeting that 
evening, word got out 
that President Bush 
was indeed likely to 
announce some trade 
measures the follow- 


ing day. It was thought he 


the Soviet Union or the - 


would withdraw support 
for Russian membership of 
the General Ágreement on 
Tariffs and Trade, and go 
slow on agreements with 
the Russians on investment 
and technical economic as- 
sistance. This seems to have 
been a case of somebody in 
the State Department who 
thought such action was in- 
evitable telling somebody in 
the press what he expected 
to hear. 

The prediction was 
wrong. The National Secu- 
rity Council decided to take 
no action, and the presi- 
dent told a congressional delegation so on 
the morning of April 24th. He explained 
that he was concerned about the freedom of 
Poland and the Baltic states—but also wor- 
ried lest America inadvertently do some- 
thing that “would set back the cause of free- 
dom around the world.” Mr Vytautas 
Landsbergis, Lithuania’s president, sum- 
moned up the.52-year-old ghosts of Munich, 
by implication casting Mr Bush as Neville 
Chamberlain, the chief appeaser (see spec- 
tre on left). | 

Why has the administration soft-ped- 
alled? Four reasons are given. First, it is said 
that the opinion polls (and this is an admin- 
istration that watches the polls like a hawk) 
do not endorse risky support for Lithuania. 
A poll in the Wall Street Journal on April 
19th found that when given the choice be- 
tween supporting Lithuanian efforts for in- 
dependence and maintaining friendly ties 
with Mr Gorbachev, 6196 backed the man 
in the homburg hat. Only 2396 supported 
Lithuania. Even if the Soviet Union used 
force against Lithuania, the poll found, only 
3196 thought that the summit should be 
cancelled; 6196 thought it should go ahead. 

Second, there has been little pressure 
from either Congress or the press to back 
the Lithuanians. Far-right senators such as 
Mr Jesse Helms would like America to do so, 
but they are ignored. By and large, the lead- 
ers of both parties on Capitol Hill have been 
supportive of Mr. Bush's diplomacy, always 
excepting the meaningless gestures that 





Minority voices 


some in Congress can never: stop malin 
the Senate Appropriations Committee has 
approved $10m for the construction of an 
American embassy in Vilnius if and when 
America recognises Lithuar n 
independence. 

Moreover, although some conservat ve 
columnists, notably Mr William Safire; have 
been beating the drum for Lithuania, o 
ers, such as Mr Charles Krauthammer, ha 
not. They take the view that Lithuania's in- 
mediate desires must be Se to € 


free and ood: Soviet Unions | 
The third reason, and the one the 
ministration has publicly stressed, is 
decision flows from consultation wi 
America’s allies. This has taken sev 
forms: direct contact by Mr Bush with. 
heads of government, discussions withi 
political committee of NATO (made. uy 
ambassadors to the alliance): in Brusse s, and 
the meeting of the foreign ministers. 
European Community in Dublina 
weekend. That meeting's conclusions 
swiftly conveyed to Washington. 
— Although some Nordic countries would 
like to be openly supportive of the Lith 
nians, the message coming from both Br. 
sels and Dublin was clear: the Europeai 
were anxious that the crisis be. set 
through dialogue, but if forced to mak 
choice, they would back Mr Gorbachev « 
Lithuania. This view was strongly express 
in Dublin 2 bor Uu and: Spain 
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can be assumed—by Britain and West Ger- 
many too. 

The fourth reason for inaction is that 
Washington keeps being told by Moscow 
that the crisis is soluble; the administration 
is convinced that Mr Gorbachev will, in the 
end, move towards the Lithuanian position. 
One view in the administration is that he 
may do so by proposing a form of associa- 
tion with the Soviet Union that is looser 
than that now obtaining, though less than 
total independence. High-level consulta- 
tions een Moscow and Washington in 
the past few days have convinced the admin- 
istration that Russia's leaders are "moving 


. towards a dialogue" with Lithuania. 


Of the four reasons given, the first two, 


- though convenient, are pretty specious. It is 


quite true that there is no public outcry in 


— favour of plucky little Lithuania, but that is 
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. mainly because Mr Bush has deliberately 


not whipped up public passions. If he were 
to do so, he would find opinion in Congress 
swinging towards the Lithuanians too. 

The last two reasons carry more force. 
The administration genuinely does not want 
to take action against the Soviet Union on 
its own; and Mr Bush and Mr Baker remain 
convinced that the cornerstone of their pol- 
icy must continue to be trust of and support 
for Mr Gorbachev. Only that way, they be- 
lieve, can the western alliance help to reduce 
the chances of what has been described as 


the emergence of a "Russian Pinochet”. 





Euro-diplomacy 


Zut Delors 


WASHINGTON, DC 


ASSING through Washington this 
week, Mr Jacques Delors, the president 


of the European Commission, killed two 


birds with one stone. He got to see the presi- 
dent, and he dropped in on a hush-hush 
meeting of the Trilateral Commission, full 
of the most frightfully important people 
from America, Japan and Europe. With Mr 
Delors were Mr Frans Andriessen, the com- 
missioner in charge of external affairs, and 
the commissioners for social affairs, agricul- 
ture, and science and technology. 

Mr Delors found the single most effec- 
tive way to convince Washington that he is 
really important: he cancelled a lunch at the 


. National Press Club, pleading pressure of 


work. He met, moreover, with a ready accep- 
tance on the part of the administration for 
the notion that ever closer co-operation 
with the European Community is an essen- 
tial component of America’s policy. Indeed, 
the administration went out of its way to en- 
eourage European involvement in Ameri- 
ca's backyard; it wants the Europeans to as- 
sist in the economic recovery of both the 
Caribbean and Central America. 


Watch the birdie, says James to Jacques 


One cloud sullied the sky, and an- 
other—as yet no bigger than a man’s 
hand—may one day do so. The first cloud 
concerned agriculture. The administration 
continued to assert its longstanding posi- 
tions that the Uruguay round of the General 
Agreement on Tariffs and Trade (GATT) 
should include farm products, and that all 
agricultural subsidies should be phased out 
over a period of time. 

This is politically vital for the Ameri- 
cans; without progress on agriculture, they 
risk losing the support of the free-traders on 
Capitol Hill for whatever the Uruguay 
round comes up with. The Europeans con- 
tinue to resist American pressure to rein 
back subsidies on farm exports. Though the 
talks were amicable enough, the Americans 
felt at the end of them that a substantial gulf 
still separated the two sides. 

The second cloud is quite different. 
Some senior administration officials, con- 
cerned about instability in Eastern Europe, 
are worrying about how the new democra- 
cies can be supported. They were thus very 
interested in anything the EC delegation 
could say about its links with countries to 
the east. 

Though both Mr Andriessen and “a se- 
nior commission official" (the latter briefing 
unattributably) stressed the importance of a 
network of treaties of association with East- 
ern Europe, both men used the word "im- 
possible" when asked to contemplate early 
membership of the EC by those countries. 
Mr Andriessen explicitly rejected the idea 
that Hungary, or any other East European 
country with the exception of East Ger- 
many, could look forward to EC membership 
within five years—and gave the impression 
that they might have to wait much longer 
than that. 

The American administration contin- 
ues to encourage political union of the EC 
(without a very clear idea of what that might 
mean). But there are signs that some ofh- 
cials, privately, are growing increasingly 
worried about the possibility that Western 
Europe might unify, while a fractious East- 
ern Europe falls once more under the Soviet 
Union's sphere of influence. This week, for 
the first time, it was possible to hear an 





American musing on whether the EC's idea 
of treaties of association between itself and 
countries to the east was a sufficient re- 
sponse to the changing map of Europe. This 
is one to watch. 


School desegregation 


Magnet bribes 


CAMBRIDGE, MASSACHUSETTS 


T IS hard to desegregate a school system 

that is three-quarters black. The white 
minority can be scattered around, but the 
end result will be something less than white 
and black children learning together. The 
trick is to get children living in white sub- 
urbs to transfer to black city schools. Can 
they be bribed to come? 

This was the solution offered by a fed- 
eral judge in a desegregation case in Kansas 
City, Missouri, and upheld this month by 
the Supreme Court. Though a court may 
find a school district to be unconstitution- 
ally segregated (in violation of the 14th 
amendment), it cannot order cr 
busing as a remedy unless the suburbs t 
have engaged in intentional segregation. 
the answer, Judge Russell Clark decided, was 
to lure the whites to the city with specialised 
“magnet” schools. Spend money, he or- 
dered, until they come, not only from the 
suburbs but also from private and parochial 
schools in the city. And if the money was 
not there, which it certainly was not, then 
taxes must be raised. 

The plan has not worked very well, so 
far. Although 4096 of the places at these 
schools have been reserved for white chil- 
dren, there have been few takers. The equip- 
ment is lavish: schools have been given, or 
will be given, swimming pools, racquetball 
courts, whirlpool baths, computers, air con- 
ditioning, film studios, planetariums, and 
the like. Yet neither the facilities, nor an ad- 
vertising campaign on radio and television, 
nor the efforts of 11 fulltime recruiters, 
have succeeded in persuading many white 
families to transfer their children. 

Kansas City is not alone: most white 
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| Judge Clark had hoped jue two-way traf- 
fic in the Kansas City metropolitan area, 
envisaging black students enrolled in subur- 
ban schools. But that, too, is not going 
smoothly, A group of black parents went to 
court to demand places for their children, 
now stuck in crowded neighbourhood 
ols, at the magnet schools that are sav- 
vd empty places for no-show whites. — — 
That suit got nowhere. But the 
objection of Kansas City taxpayers to fr 


nancing the educational lifestyle ordered by E 


Judge Clark went all the way to the Supreme 
Court. Could an unelected judge raise taxes 
against the wishes of the voters and the state 


itself? In 1987 the judge had issued an order. 


increasing property tax and imposing an in- 
come-tax surcharge. The following year an 
appeals court overturned the surcharge but 
upheld, in slightly modified form, the prop- 
erty-tax increase. The Supreme Court by a 
five-to-four majority upheld. the appeals 
court ruling. | 
The five justices: pee ot constitu- 
tional rights trump state prerogatives. And 
while Judge Clark could not directly order a 
tax increase, he could order the state au- 
thorities to order one. The ruling evoked a 
bitter dissent from Justice Anthony Ken- 
nedy. And, indeed, the decision seems to 
ir a big hole in the already tattered fabric 
"or American federalism. No previous judi- 
cial decision has gone so far in removing the 
power of taxation from the people. 





Just what the judge ordered 








Vermont libre 


BURLINGTON 


WO hundred years ago next year 

Vermont became the 14th state to 

|. join the Union. What better way to mark 
this event than to talk of leaving? 

To launch a year-long celebration, 
| Vermont's bicentenary commission sent 
P a , : ; 

two of the state's brightest minds—Mr 
Frank Bryan of the University of Ver- 
mont and Justice John Dooley of the 

| state's Supreme Court—on a half-seri- 
. ous, half-whimsical tour to debate seces- 
| sion. This is not altogether a new idea for 
Vermont, which was an independent re- 

| public in 1777-91 and even toyed with 
| the idea of reuniting with Britain. Gun 
. enthusiasts, anti-nukers, right-to-lifers, 
. sutvivalists and other passionate single- 
issue advocates regularly telephone the 
| 


State's archivist to ask about secession.” 


They believe, mistakenly, that when Ver- 


cession, arguing that the federal govern. 





i Industrial policy 


Beheaded 


WASHINGTON, DC 


OVES by career civil servants rarely 

trigger political rows. Yet the demo- 
tion on April 20th of Mr Craig Fields from 
running the Defence Advanced Research 
Projects Agency (DARPA) to a lower-level 
post overseeing military laboratories could 
reverberate for months. A letter sent to the 
Pentagon on April 24th by 11 congressmen 
(including three Republicans) called the de- 
cision "at best short-sighted, at worst a ma- 
jor breach of our future economic security.” 

DARPA, with an annual budget of over 
$1 billion, has supported research into such 
things as high-definition television (HDTV), 
superconductivity and artificial intelligence; 
as a source of research funds it has been an 
unambiguously good thing. But it also fi- 
nances the government-industry consor- 
tium for developing semiconductor manu- 
facturing technology, Sematech, and is a 
Trojan horse for those who would replicate 
Japan's Miri, the Ministry of International 
Trade and Industry. 

Mr Fields was evidently of this mind. He 
had spoken in the past of the strategic im- 
portance of preserving America’s high-tech 
industrial base. When Congress in Novem- 
ber expanded DARPA’s mandate to allow it 
to provide venture capital, Mr Fields was 
quick to respond. In early April his agency 
invested $4m in a small Californian com- 





_ eral funds than it delivers in taxes. And — 


 two-to-one fot secession. The bicen- | 


talk of Vermont passports; comparisons 

-with Lithuania. Did the secessionists en- 

- joy singeing Uncle Sam's beard? Abso- 

 lutely. Did they IO. want to leave? 
-Probably not. 


| mont joined the Union it extracted the T 
| right to secede if provoked. E 
— In the debates, Mr Bryan proposed s se- 


as that makes gallium arsenide chips, in 







ment needs a shock. “The America 
Congress is brain-dead,” he sai 1 
presidency i is so hamstrung domestically 
that its frustrated occupants dabble in 
nasty little foreign interventions because. 
that’s the one place they can give orders 
and someone will listen.” 

Justice Dooley defended the Union. 
Secession, be argued, would threaten. 
Vermont. The state gets back more fed- 























by quitting it would lose influence over 
federal policy: "Cute little nat 
don't stop acid rain," he said 

By the time the seven debates ended, 
more than 1,500 Vermonters had voted 





tenary commission began selling “Ver - 
mont is Out" T-shirts. There was happy - 



















exchange for a share of the profits and a seat 
on the board. The prospect of more such de- 
cisions—close to the fuzzy line that sepa- 
rates government support for research from 
an industríal policy—pleased many on Cap- 
itol Hill. One day last year one congressman 
mused aloud that Mr Fields was America's 
best candidate for sainthood and received a 
round of applause from his audience of 
lobbyists. = 

Mr Fields's actions upset administraned. 
purists who fret about the federal govern- 
ment not the free market picking techno- 
logical winners and losers. This group, 
which includes Mr Richard Darman, the 
budget director, and Mr Michael Boskin 
the chief economic adviser, was alread: 
questioning DARPA's role in supporting 





AMERICAN SURVEY 


The best laid plans... 


ITY the American census-taker. Two 

years preparing a list of households to 
which to send census forms; millions of 
dollars spent on telling people what to ex- 
pect; more than 500,000 employees at the 
ready to make the ten-yearly count as ac- 
curate as possible. The result? A resound- 





ing so-what from his fellow-citizens. 


pected that 7096 of its forms 
would have been returned by 
the middle of April (by this time 
in 1980, 7596 had been). In the 
event, only 6396 of census forms 

| werein by mid-month. As many 

| as 39m households have yet to 
be heard from. 

There were plenty of other 
problems. Some people never 
got their forms. Others fell foul 
of a low-tech fastidiousness in 
the computerised counting sys- 
tem: it works only if the forms 
are filled out in lead pencil. Un- 
derstandably many people used 
a pen. The heralded attempt to 
count the homeless suffered a 
setback when publicity-seeking 
activists refused to let census- 


The Bureau of the Census had ex- 





takers into some of their shelters. 

But the most serious problem is the 
anaemic response to the questionnaire. 
At a minimum this means that the census- 
takers will have to make more personal 
visits to households— perhaps as many as 
7m more—than the bureau had budgeted 
for. The bureau was already working with 


about $200m less in real terms than it had 
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ten years ago, despite having 18m more 
households to deal with. It now says it | 
needs a quick infusion of $180m, most of | 
which will pay for extra workers. On April 
24th a Senate committee, at the urging of 
the administration, agreed to cough up 
$110m. This will be part of a wider supple- | 
mental-appropriations bill that includes 
money for Panama, Nicaragua and others | 
whose needs have arisen since the govern- | 
ment's spending plans were drawn up. 
Reasons abound for the low response. 
Public apathy gets much of the 
blame; response rates were low 
in areas where voter-turnout 
was thin in 1988, particularly in 
the South and out west. The 
census form itself is compli- 
cated, not to say intimidating, 
And maybe many Americans, 
fed up with junk mail and long 
forms, are simply rebelling . 
against a string of questions that 
get increasingly intrusive. The 
constitution, after all, requires 
the government to count the 
people so that it can apportion 
seats in Congress. It does not 
say anything about inquiring 
into commuting patterns, hous- 
ing loans, marital status, or the 
number of flush-toilets. 





Sematech and dual-use (defence and com- 
mercial) technologies. The purists had 
beaten off a bid by the commerce secretary, 
Mr Robert Mosbacher, to set up a new con- 
sortium to back HDTV research. But last au- 
tumn an administration suggestion that 
DARPA's budget be drastically cut was dis- 
owned when it ran into a firestorm of con- 
gressional and industrial opposition. 

The debate over government support 
for high-tech research has gone on for over a 
year, though much of it has been conducted 
in coded speeches or behind closed doors. 
Within the administration, neither side 
seems ready for the sort of open discussion 
that could clarify government policy. This is 
one reason why the departure of Mr Fields is 
being interpreted as a sign of victory for the 

marketeers, even though the Pentagon 
insists that it has no policy implications. 

Some of the wilder industrial lobbyists 
are already wondering if Mr Tom Murrin, 
the deputy commerce secretary and former 
businessman who was mildly sympathetic to 
congressional plans to create a civilian 
DARPA, may go next. Meanwhile Represen- 
tative Mel Levine, a Californian Democrat 
who chairs a pressure group called Rebuild 
America, wants to legislate that all DARPA's 
budget must be spent on support for dual- 
use technologies. Failing that, he will seek to 
transfer the cash to the Commerce Depart- 
ment's advanced technology programme, 


40 


which may be more responsive to Con- 
gress's whims. 

The risk for the Bush administration is 
that support for high-tech industry could 
quickly turn into a partisan issue. It has a 
more resonant appeal than old-style protec- 
tionism. Advocates can point out that to- 
day's highly successful civil-aircraft industry 


owes much to past Pentagon research sup- 
port. Republican Senator John Heinz, who 
signed the April 24th letter, said he did so 
because he did not want President Bush to 
go down in history as the man who presided 
over America's economic decline. He might 
have added that he did not want to hand the 


Democrats a possible vote-winning card. 





Smoking 


The intolerance spreads 


NEW YORK AND SAN FRANCISCO 


This year's crop of anti-smoking campaigns includes one 
activists in New York and one using advertising by the state 


ing by black 
government in California 


WE America's tobacco industry is 
spending over $2.5 billion a year on 
advertising and promotion, the anti-smok- 
ing lobby has been winning some free pub- 
licity. Since the beginning of the year, ciga- 
rette manufacturers have been the subject of 
several headline-grabbing attacks. 

Black leaders in Philadelphia won the 
endorsement of Dr Louis Sullivan, the secre- 
tary of health and human services, in Janu- 
ary when they rallied against the planned 
test-marketing of R.J. Reynolds's Uptown 
brand. The image, packaging and taste of 


ainst advertis- 


the cigarettes were designed to appeal to 
blacks. The filters were pointed downwards, 
since market research showed that it is a 
black habit to open packets at the bottom. 
The brand was cancelled within a few days, 
at a reputed cost to the company of $2m. 
The Rev Calvin Butts of the Abyssinian 
Baptist Church in Harlem has been leading 
a group of several dozen parishioners in an- 
other protest. Every Saturday they use 
whitewash to deface alcohol and tobacco ad- 
vertisements on billboards within five 
blocks of any church, school or playground. 
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In Kuala Lumpur 
where else but - 
_the Shangri-La. — 


A location in the heart of 











the business district, amid the - 
lush tropical greenery of 

Malaysia. The standards of 
service you have come to 





expect from a truly world-class .- 
hotel. It could only be 





the Shangri-La, Kuala Lumpur. - 
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ravel & Tourism Analyst gives travel-related businesses the 
information needed to maximise profit. 


This bi-monthly publication is a unique source of intelligence for 
anyone concerned with international travel and tourism, providing 
facts, figures and authoritative analysis of key trends. 


Whether it’s transport, hotels and accommodation, outbound 
markets or the service industries, you can have the up-to-date facts 
six times a year for just £425 (plus postage outside Europe). 
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Volvo chooses the natural path. 





B y the time Volvos first car left commitment to people has served them 
the factory in 1927, the company's well. Volvo over a period has been one 
founders were already committed to of the most profitable automotive 
an innovative approach to growth. manufacturers in the world, never 

Volvo, they decided, should be failing to pay annual dividends to its 
characterised by a sense of respons- shareholders. In fact Volvo has never 
ibility towards people, including lowered the dividend. Volvo stock is 
employees, suppliers, shareholders quoted on all major markets, including 
and customers. New York, Tokyo and London. 

For quality-minded Volvo, it has Volvo cars are among the safest in 
been a natural path to follow. the world, another example of caring 


That distant, but still relevant for people. As is the SEK 2.5 billion 


earmarked for environmental pro- 
tection programmes. There is also the 
development of plants with a greater 
focus on the employee, removing the 
traditional assembly line as a method 
of production. 

The commitment to people made 
in 1927 has given Volvo a sound and 
natural basis for continued develop- 
ment and growth. We find it only 
natural for Volvo to continue along 
the same path. 
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VOLVO: 79,000 employees 
worldwide. Sales USD 15 
billion. Business activities 
encompass cars, trucks, 
buses, marine and indust- 
rial engines, aerospace, 
food and finance. Our 
position as a major inter- 
national group with 
substantial operations in 
Europe and North America 
is a result of quality, safety, 
high ethics and showing 
care for people and the 
environment. 
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| It's instant access 
to original Ming 


and Ching Dynasty 
masterpieces. 


When you need to refer to priceless 
historical manuscripts every day, ‘nor 
mal wear and tear is something you 
can t afford 

In R.O.C. Taiwan, the Fu Ssu-Nien 
Library at the Institute of History and 
Philology Academia Sinica has found 
the answer — Wang Integrated Image 
Systems (WIIS) 

Their WIS allows scholars direct 
access to over 120,000 original Ming 
and Ching Dynasty documents. The 
irreplaceable manuscripts are completely 
safeguarded against harmful handling, 
environmental factors and possible 
accident. So they re preserved for future 
generations to share. 

Wang Integrated Image Systems are 
the answer to all vour document storage 
and retrieval needs. To find out how 
WIIS can enhance the accessibility and 
security of your companys most 
valuable files, contact your local Wang 
Office today 


WANG 
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shing the good life 


As a tesult, one billboard owner has agreed 
to display less offensive posters, another 
may do the same, and an alcohol firm has 
withdrawn its campaign from the area. 


These protests are a response to the in- 


creased targeting of young people and mi- 
nority groups by the tobacco industry. With 


demand in decline—retail sales dropped 6% _ 


to $35 billion last year—competition be- 
tween companies is intensifying for product 
loyalty and for the few flourishing sectors of 
the market. Among black adult Americans, 
44% smoke. Four out of five smokers ac- 
quired their habit before they were 20, and 
half began before they were 11. 

Mr Butts began to fight back after he 
read a widely-discussed New England Jour- 
nal of Medicine article which showed that 
life expectancy for a man in Harlem is less 
than in Bangladesh, and that the use of alco- 
holand tobacco is one of the chief causes for 

his. Nicotine is credited with killing 50 
= times as many people as do illegal drugs. 

Although the advertisers have not 
brought any prosecutions for fear of inciting 
trouble, they say that whitewashing 
amounts to vandalism, as well as a form of 
censorship which infringes their rights un- 
der the first amendment. They argue that 
the hazards of nicotine are well known and 
that it is patronising to restrict people’s 
right to judge publicity for themselves. The 
Tobacco Institute, the industry’s lobby, 
claims that advertising does not attract new 
smokers but merely encourages existing 
ones to smoke a certain brand. 

The activists do not accept any of this 
this. People, they say, do not have the choice 
of whether or not to look at billboards, and 
impressionable children are constantly ex- 
posed to the advertisements. And the anti- 
smoking campaign, in its more passive 
forms, has caught on. On the day he was 
sworn into office in February, New York 
city's commissioner for consumer affairs, Mr 
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Mark Green, criticised the cartoon-style 


Camel advertisements for their appeal to 
children. New York’s governor, Mr Mario 


> Cuomo, has called for a ban on cigarette ma- 
chines, which can be used by minors. 


The most effective counter-attacks so 


-far have come from black activists. But there 
is a snag: many black newspapers and maga-. 
zines rely on the advertising revenue from’ 


alcohol and tobacco manufacturers. 





teat 


omoke and 
spend 


'ULL- PAGE newspaper advertisements 
accuse cigarette 
"exploitation of minorities, seduction of the 
young and the selling of suicide". . Television 


and radio advertisements repeat the refrain 


using comedians and rock and rap musi- 
cians. Never a state to do things by halves, 
California is fighting smoking. 

State health authorities, declaring war 
on the tobacco industry, want to cut the 
number of Californian cigarette smok- 
ers by three-quarters by the end of the 
1990s. The costs of smoking, they 
claim, include 30,000 deaths in the 
state each year and some $7 billion in 
health care and lost productivity. 

The tone of the campaign has not 
gone unchallenged. Smokers are re- 
sentful. Telephone calls to state health 
offices have been running two-to-one 
against the aggressive approach. Califor- 
nia's governor, Mr George Deukmejian, has 
expressed discomfort at his health officials 
bluntness. One newspaper columnist wrote 
that the campaign "fights smoke with fire". 

The health officials remain unapolo- 
getic. For the first time they have their own 





manufacturers of | 






lions. The are si : 
vertising blitz, which i 
money raised through the new ci 

The 25-cent tax on a packet 
was made law in 1988 by Propositior 
initiative that won despite the $21r 
to stop it by the tobacco industry. The 
raises $600m a year and the propositio 
down how this was to be used: 20% for : 
smoking health education, 3596 for hos 
tals to treat patients who cannot a 
pay, 1096 for doctors to: treat y poor 
5% for tobacco-related dise: ; 
R for nai 
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The 20%, or $120 
smoking instruction 
tween the advertisir 
schools to educate the: 
of smoking, and money fo 
tricts to keep a special watch ov 
groups: pregnant women, adolescent 
minorities. But $20m is to be spent on ex 
panded child-health screening, so ‘tha 
youngsters can be examined not just when. 
they enter primary school but periodically. 
throughout their school years. The theory is 
that health-conscious children are less likely : 
to pick up the smoking habit. r 

Local authorities are particularly glad o 
the money for health care for the poor. B | 
how is such spending possible inca 
hamstrung by the 1979 initiative tha 
stricted all new expenditure on governmen 


































earlier objections if specific taxes am e ear 
marked for specific purposes. Hence a copy 
cat rat now diria A drafted pt a stat 
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N JANUARY, at one of those mainly-male, black-tie, meant- 
to-be-funny dos that Washington loves, Mrs Barbara Boxer, a 
. Democratic congresswoman from California, told a joke. 
'How", she wondered, “are men supposed to feel when they 
. hear those S&L ads on the radio that say ‘Severe | 





-epitomised a new, tough, unapolo- 
.getic kind of woman politician 
- ready to take the 1990s by storm. 

... Other signs of the times. Two 
Democratic women—Mrs Ann 
_ Richards in Texas and Mrs Dianne 
Feinstein in California—are run- 
“ning well in races for governor. 
- Two Republican women member 
of the House of Representatives— 
Mrs Lynn Martin in Illinois and 
¿Mrs Claudine. Schneider i in Rhode 
Island—have a go 

"winning Senate seats from incum- 
-bent Democrats. Is 1990 going to 
be the political Year of the 
Woman? 

: At the Centre br the Ameri- 
can Woman and Politics at Rutgers 
-. University, they counsel caution, 
“and not only because all four of 
these candidates could lose. In a 
stable political system, there is 
never going to be one “break- 
through" year for women. All that 
ean be hoped for is that, each year, 
+ more women will run for office and 
more will win. Though it is true 
^that there are now more women 
:: (30) in Congress than ever before, 
there were more women in the 
. Senate in 1937 (three) than there 
` are today (two). 

Other figures support the 
Rutgers thesis. Between 1975 and 1989 d Pn of 
women in state legislatures rose steadily from 8% to 17%. In 
. 1968 20 women ran for Congress; in 1988 61 did. That may be 
. progress but it is hardly dramatic. 








-. Why must a woman politician be so like a man? 


2 Notwithstanding such cynicism, it is easy to see why there is ex- 
-- €itement in the air. A woman as chief executive of Texas or Cali- 
fornia would have a lot more power than a woman as vice-presi- 
dee the e the Democrats earmarked for Miss Geraldine 
Fi other breakthrough year that wasn’t. Their 
ave $ gan failed to make the case that either Mrs 
Richards or Mrs Feinstein is unqualified for the job. Similarly, 
-Mrs Martin is, by common consent, one of the most impressive 
nembers of the House; Mrs Schneider, who is as much at home 
n a Madagascar forest with a chameleon on her shoulder as in 
he corridors of the House, is one of its most original. 
Mrs Boxer calls this year a “harvest time" for the crop of 
llent s women who have spent a decade or more reaching for 
Mrs artin points out that, of the four. E Republican 








The fair sex shows a firm hand 


enalties for. 
„early withdrawal’?” When the scandalised ooohs and aaahs had ~ 
: died down, the Potomac scuttlebut had it that Mrs Boxer, who | 
will probably run for Mr Alan Cranston’s Senate s seat in. n 1992, 5 





women elected | to the House in 1980, three (including Mrs 
Schneider and herself) will have run for the Senate by the end of 
this year. In much the same way, Mrs Feinstein and Mrs Rich- 


“ards are both running for the governor’s mansion after years 


slogging through the foothills of lesser state offices. 
This maturing political cycle is a better explanation of the 

. 1 profile of women this year than the current popularity of 

| issues. ‘as the environment, childcare and abortion. All 
these, in the terrible jargon of po- 
litical «consultants, 
"soft" but are now "hard"; some 
think that women are better able 
to articulate themi, especially to 
other women. 

On abortion, this may be so; 
everywhere, this year, it is easier to 
be pro-choice, as all four of the 
best known women candidates are. 
But, this apart, Mrs Martin has 
doubts about whether there is such 
a thing as a "woman's issue”; she 
thinks it pejorative to suppose that 
women are not interested in de- 

. fence, say, or taxes. And while 
some women have a long record of 
environmentalism—Mtrs Schnei- 
der does, and so does Mrs Josie 
Heath, the front-runner for the 
Democratic nomination in the 
Colorado Senate race—others do 
not. Mrs Feinstein has been less 
successful at garnering California's 
environmental vote than Mr John 
Van de Kamp, her main Demo- 
cratic rival. 

By the same token, it is hard to 
see the female class of 1990 
epitomising a kinder, gentler poli- 
tics. Granted, when asked if she is 
part of that movement, Mrs 
Schneider answers “I clearly am.” 
Mrs Feinstein's campaign for capi- 

tal punishment i in California, by contrast, is about as kind and 
gentle as a guillotine. If the campaign Mrs Richards fought in the 
Texas Democratic primary was kind and gentle, heaven knows 
what she is like when feeling unkind and tough. 

Mrs Martin has, it is true, jumped on the environmental 
bandwagon (she supports the clean-air bill which her Demo- 
cratic opponent, Mr Paul Simon, thinks will cost Illinois jobs). 
But if, before this year, she had been asked to recycle some soft- 
drink tins, she would probably have eaten a few of them. If any of 
this year's women candidates fail, it is a racing certainty that they 
will not burst into tears on election night, as Mrs Pat Schroeder, 
the Democratic congresswoman from Colorado, did when she 
bowed out of the 1988 presidential race. 

Perhaps this is a shame. The entry of women into the higher 
realms of politics had promised, to some, a change in the very 
nature of politics. Mrs Ruth Mandel, of Rutgers University, 
hopes that women have not gone through 20 years of political 
advancement just so the world looks the same. But politics is a 
tough game, and anybody who wants to reach the top must be 
tough too: ask Margaret ADRES : E 








were once. 
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BIGGEST LOTTERY IN THE 













Starting: on May | 
ing until Novem 
givenfantastic ch; 
the 87th Süddeut 


With the largest. am | nt. 
450,652,000 DM, the 
lotterie gives away the bigg 
pared with any: other C 





NING : 1 MILLION DM, 10x 500, 9G: 
12x 250,000 DM, 22x 100,000. DM. ar 
478,789 prizes ranging upto 80,000. ii | 


The 87th Süddeutsche Kiasseniotterie stand 5 
over a six month period — from May 19th, [990 do 





November 10th, 1990. it is divided into. 


ses. The ist to 5th class have a total of 20 draws ET À 
—j.€..4 draws per class - and 6 in the 6th class. _ 


This means a draw every saturday for.six excit- 


ing months! The draws are held in public and are - 
state controlled, which assures that all prizes are. 
given to the rightful winners. The basis of the. 
lottery is the Prize Schedule, which shows al ithe 


prizes and dates of the draws. 


WHAT THE ODDS ARE 


With a total of 1,000,000 ticket numbers issued 
and an outstanding offer of 478,857 prizes, near- 
ly every second number is lucky — i. e. exactly 


47.8%. However by participating with a Spe- | 


xial-Six-Pack you can boost your chances of 
“inning at least one prize by 98 % and of win- 
ding further prizes by 87 ?5. Value and number of 
prizes increase with each class. The percentage 
of stakes given away as prizes in the SKL is 
higher than in any other German lottery. 


ANYONE CAN PLAY 


The Süddeutsche Klassenlotterie i iS open to any- x 
-one of any citizenship in any land. Should you . 
move to another country, you can still continue to 
. play wherever you We provamg there is a postal . 


o service. 
Tickets are avai labi: in full, halt. or smaller 


shares. They all take part in the draws and have. 


equal winning chances. Of course only full tick- 
ets will get 100 % of the prize money, whereas 
the smaller shares, which cost their respective 
stake price, are only entitled to their correspond- 
ing portion of the prize money. 


To enter simply FAX to West Germany 
5221 4214 or send the completed Ticket Order 
inserting your credit card number and signature. 


Otherwise send the. Ticket Order together with | 
your payment i. e. international bank draft (made . 
outin German Marks payable through a German | 


bank), personal cheque or bank money order in 
either Do llars or Sterling at current exchange 
vil then. be sent additional informa- 


E We can make payment. in any currency you Q9 ous 

: choose and to any address or person you desire: HN 

_ Everything is strictly confidential. Eo a 
_Participarits will be air-mailed every four weeks - 

. the official winning lists along with the renewal - 
tickets for the next class. f | 
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f their od & ‘All prizes are. «de d 
d free. from German taxes. ^ — 












she Lottery Agen 
enstr. 22. P.O. Box 104067 


Campis, enclose your cheque and mail to: Mr. Wessel,. P. 9. Box 104067, D-3500 Kanaal vs 


TICKET ORDER West Germany. i 2 
Please send me the following — KLASSENLOTTERIE tickets by return post 







we. Full Tickets at DM 864 each (approx. US$ 508 or taig 300) « DM Loose: 
ca. Half Tickets _ at DM 432 each (approx. DM ere ere 
.-.. Quarter Tickets at DM“ 216 each. (à = con lied: 

.. SPECIAL SIX (°/ Tickets) at DM 1,296 | = OM. Y 


(= 98% chances) 

"E Europe DM i5 eprox. US$. 9.00 or fstg 5. 

aili r f 

mailing charges etc. ‘Overseas DM 24 (appr x. USS 14. 00 or Estg 9. 00^ Pu 
Amount of enclosed cheque in DM or equiva lent. in US$ or £stg. = ENS E Es 
These DM prices COVER THE WHOLE SERIES of 6 moriths. Equivalent 'sshownint J8$ and £stg areoniy appre 
based on exchange acs as Of 16. 1.1990, Payment by ON bank draft draws on a Gèrman bank is recor 
usually free of charge. If you pay by bank transfer. persona: cheque, credit card or m forei an currencies. v 
charges. You-can only be credited with the DM equivalent recsived. All cheques shouid be made payable to Mr. V. Vi 
Il not included. payments shouid be recewed here betore 19.5. 1990. Should you order later, enclose vourdraft wi order, 


Mai ihe uckets to. Mr [71 Mrs [7] Mess [i Messrs. (7 ANS Wet in German [Tin Engish t 


Charge the required 
amount to my 


Card Holder: . MINES 
VALID ONLY WHERE LEGAL 


E ‘Valid only where egal. ‘Not avaliable 
cr residents of Singapore — : 





No Matter How Many Pieces 
Of Luggage You Own, We Guarantee 
You'll Use This Bag The Most. 





$100 says this is the bag you'll use the most! In 
fact, we doubt you'll ever travel without it! 
We're that confident because this new 
patchwork leather bag by Kluge is a 
traveler's dream. Here's why we can 
make this incredible offer... 


Amazingly Expandable — 
Spacious, Convenient. 
The new leather bag 
by Kluge collapses to fit 
under an airline seat 
with all you need for an 
overnight ...yet ex- 
pands to hold every- 
thing for a week-long 
stay! It's light as any 
bag you've ever car- 
ried...and elegant, too. 
The exclusive new 
design keeps your 
shirts from crushing, 
your suits neatly 
pressed — all in one 
good looking, light- 
weight carry-on bag. Even 
nas separate places for your shoes, dirty laun- 
dry, and toiletries. The ingenious expanding 
compartments let you replace three standard lug- 
gage pieces with this amazing new Kluge bag! know. Order the best bag you'll ever use 

















Sensational value! Payable in three monthly 
installments of just $45.50 each! 

Our direct-to-you price is just $129. And three 
monthly payments of only $45.50 can be 
charged to your credit card. (The 
total of your payments will 
be $129 plus $7.50 shipping 
and handling, or $136.50*.) 
There are no middlemen. 
No extra markups. This 
new Kluge is an exclusive 
new design available uni- 
quely through this offer. 


No Risk Guarantee. 
Order now! 

Order now at absolutely 
no risk. If you're not com- 
pletely satisfied that the 
new Kluge is everything we 
promise, return it within 30 
days for a full refund. And 
if it's not the bag you most use 

after one year, we'll pay you 

$100 — and you keep the bag! Just let us 
today! 









Unbeatable Features of 
This Exclusive Kluge Bag 


* Wide, padded, detachable 
shoulder strap. 

* Comfortable, padded 
carrying grip. 

* Hardened plastic feet. 

* Three zippered central 
compartments. 

* Long-lasting hardware. 

* Zippered "secret" 
compartments. 

* Easy-to-open outer pouches. 

* Removable shoes and 

















Ingenious expanding compartments expand 





k Tote for longer trips, collapse to t 
Two-suiter garment compa t with tie downs. etes bags, 21" x 13 x8" im dvemiahis. m 

Orders shipped UPS within two 

business days. — Call Now! 

"Residents of the following states pay TOLL-FREE 1-800-367-4534 
By mail send full amount to: the amount shown to include sales tax Extension 686 
LUGGAGE DIRECT Tak Lda is diii ier ad io — | (Phone Mon.-Fri. 8:30 A.M.-10:00 
47 Richards Avenue P y / ' E P.M., Sat. 9-5 Eastern Time) 
Norwalk, Conn. 06857 are unsure of local tax, we can bill tax 





with shipment.) All orders subject to acceptance. 


C 1989 MBI 


























































ie t Pohi uni- 


TN TIME, the due of di : 
A versity professor,- Mi 

from his Lebanese cella 
be seen as the beginning of t 


cade of political kidnapping 
East. This is not-becau 









‘banon in more than three years, nor be- 
use. his freedom seemed to come without 
. the payment of ransom to his jailers or his 


jailers’ sponsors. It is because Syria and Iran, 


the two countries with most influence.over 
Lebanon's kidnap gangs, seem to have 


agreed that hostage-taking no longer serves- 


their wider interests in the world. 
Syria’s influence in Lebanon comes out 


of the gun-barrels of the 30,000 or so sol- 


diers it keeps there. Iran has a far smaller 
armed presence, in the shape of several hun- 


dred. Revolutionary Guards encamped in 
the Bekaa valley. The two countries are im-- 
dias L or 





perfect allies: Syria supports the Am 
"Hope", movement among Lebanon's Shia 
Muslims, whereas lran arms and inspires 
Hezbollah, the "Party of God", which is 
Amal's competitor. During the: Gulf war, 
however,.a shared fear of Iraq k pt the two 








countries on friendly terms... ` 
» Now ani share e something else: a grow- 










1982 
x fiy, Holland and ireland 





r Polhill was the 
first American hostage to be released from. 


de in captivity @Subsequently released 


many fellow-Arabs by his occupation of Leb- 
anon and his coldness towards Mr Yasser 

Arafat of the Palestine Liberation Organisa- 

tion. By portraying himself as the hostages’ 

liberator, Mr Assad hopes to improve his 

standing in the West. 

. Iran's encouragement of the Lebanese 
kidnappers kept it isolated from the West 
and helped its Islamic revolution stay fiery— 
which is precisely what Ayatollah Khomeini 
intended. Since his death, however, Presi- 
dent Rafsanjani, a pragmatist opposed to 
Iran's isolation, has sought western eco- 
nomic help for his war-shattered country. 
For him, if not for all the hardliners in his 
government, the western hostages in Leba- 
non have become a liability. Since the end 
of February Iranian newspapers have called 
repeatedly for their release. Iranian envoys 
to Lebanon, one of them Mr Rafsanjani’s 
brother, are believed to have been instru- 
mental in winning Mr Polhill’s freedom. 

If so, the wheel has turned full circle. It 
was in Iran, in 1979, that the hostage epi- 
demic began. The students who stormed the 
United States embassy in Tehran, and held 
its staff captive for 444 days, discovered 
through hostage-taking a weapon powerful 
enough to destroy an American presidency. 
Their example was soon followed by admir- 
ers in Lebanon, where kidnap gangs have 
abducted nearly 90 foreigners since 1984. 
About 60 have escaped or were set free, an- 


Polhill's forward pass - 


other 11 died or were murdered in captivit 
On most counts around 16 westerners— 
seven Americans, three Britons, two West 
Germans, two Swiss, an Irishman and an 
Italian—are still being held. (In addition, 
four Belgians are probably held in Lil 

The links between Syria, Iran and the 
congeries of kidnapping gangs are murk 
serves the interests of all concerned to s 


with ris eade There E follows 
a complex game of duplicity, designed to ex 
tort cash or make western governments "'ad- 
just" their foreign policies. For Iran, 
policy reached its apotheosis in the arn 
for-hostages affair of 1985-86. That w 
when President Ronald Reagan lectured 
allies against negotiating with terrorist: 
supplying arms to Iran while the men in 
basement were doing those very things. 
bring a handful of hostages out of Lebano 
What also seems clear through: 
murkiness is that the kidnappers, or sotn 
them, have minds and local aims of the 
own, separate from the geopolitical inter 
of their sponsors. When Syria was pois 
once to storm a Hezbollah barracks in B 
rut, Hezbollah held it off by threatenin 
murder its hostages. Some kidnappers 
said to be common thugs, who sell their 
tages on for profit. Others have taken 
tages to trade against the freedom of 
tions facing trial in Europe. | 
Most western governments say that it 
wrong to make any deals with hostage- 
ers, and then break their own rules. Fra 












































FROM OUR CORRESPONDENT IN EAST BEIRUT 


HIS year, Friday April 13th was not 
just Good Friday. It also marked the 
[15th year of civil war in Lebanon. In the 
Christian enclave shelling broke out in 
the morning, as usual. A cartoon in the 
local paper showed a civilian pleading to 
the Maronite patriarch: “Forgive them, 
for they know what they do.” The patri- 
-arch has threatened many times to excom- 
 municate the Christians who are fighting 
one another. - 
New battles erupted on April 24th. 
The battle lines are unchanged (see map). 
~The "Lebanese Forces" militia of Mr 
-Samir Geagea controls the Jounieh and 
Jubail regions in the north of the Chris- 
tian enclave, plus the East Beirut quarters 
-of Ashrafieh pe Karantina (which in- 
cludes the port and the militia's headquar- 
ers). General Michel Aoun's rival troops 
of the "official" Lebanese army control 
he area around Ras el Metn and the 
southern entrances into East Beirut. 
At the checkpoints in and out of each 
zone cars form long lines. At the Dog 
River crossing between Jounieh (under 
<Mr Geagea's control) and Dbayeh (Gen- 
;eral Aoun’s northernmost point) eight 
| lanes of traffic converge into a single-track 
i: nd bridge, which in turn leads on to a 
| .nartow and previously disused road that 


most recently, appears to have bought the 
reedom of a Frenchwoman, her daughter 
and her Belgian lover by sending Libya’s 
-olonel Moammar Qaddafi lavish messages 
Gf praise plus three Mirage fighters it had 
en withholding. Only Britain adheres to a 
; talks policy, in spite of domestic agita- 
in for more flexibility on behalf of the 
tish captives. One is Mr Terry Waite, the 
ial representative of the archbishop of 
interbury, who became a hostage in Leba- 
n in 1987, while pleading for the release 
those already there. 
President George Bush, America's vice- 
esident during the Iran-contra affair, now- 
ys handles hostage matters as gingerly as 
cat with a burnt paw. While stressing at 
y opportunity his refusal to bargain, he 
let it be known that “goodwill begets 
twill’, Once Mr Assad had deployed 
a's famous "influence" to help free Mr 
lhill, he was indeed rewarded, on April 
1, with a telephone call from Mr Bush. 
The United States was hoping that Mr 
lhill's release would be swiftly followed by 
release of more hostages. But Iranian of- 
ials say that it is now America’s turn to 
me up with a “goodwill gesture”. They 
vant Mr Bush to make Israel release the 
ebanese prisoners it has taken in southern 
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Dark days at Dog River 





bypasses the Dbayeh tunnel, which is 
blocked with stones and sand. Traffic 


jams make easy targets for snipers. A 
school bus was hit last week by a rifle-gre- 


nade that killed 15 people, 11 of them 
children. The British ambassador’s bullet- 
proof Range Rover was hit three times in 
East Beirut. Each side uses its television 
station to blame the other for the indis- 
criminate sniping. 

Women with guns and unifotms are 
becoming an increasingly common sight 
as militarisation spreads. Most shops are 

. open, though ODE keep one ear- 


«^ CiChristian militha 
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Lebanon (particularly Sheikh Abdelkarim 
Obeid, whom Israeli soldiers abducted last 
February) together with Palestinian gunmen 
and intifadists imprisoned in Israel. 

As for Mr Bush's assertion that goodwill 
begets goodwill, some people in Hezbollah 
are unimpressed. This week the American 
House of Representatives followed the ex- 
ample of the Senate by calling Jerusalem the 
capital of Israel. "Now the Americans have 
proved their bad will on a very high level," 
said Sheikh Hussein Musawi in Beirut. 
Whatever the new thinking in Syria and 
Iran, a few men with guns will continue to 
see hostage-taking as a good way to make 
their mark on history. 





Jerusalem 


Old City, old war 


-FROMA CORRESPONDENT IN JERUSALEM 


SOR a week, the Israeli government tried 


. to portray the settlement of 150 Ortho- 


kt Jews in the heart of the Christian quar- 
ter of Old Jerusalem as a private dispute in - 
which it had no reason to intervene. Then. 
'the truth came out. À shamefaced spokes- 





2 constantly. on the indispe 


Security Forces, the impotent national po- 





nsable adio, (d 
ready to lock up and rush home at the first | 
newsflash. Owning premises has becomea | 
liability: many merchants have taken to 
selling fruit and vegetables from boxes 


and carts, and cartons of cigarettes from 


piles on the bonnets of their cars. - 

In the coastal town of Jounieh graffiti 
have appeared on the walls of the town 
hall singing the praises of "i-hakeem" (re- 
ferring to "Doctor" Geagea, who was 
once a medical student) and denouncing 
General Aoun. Militiamen have comman- 
deered the blue-grey jeeps of the Internal 


lice force, and painted out the Lebanese 
flags on their number-plates. One down- - 
cast policeman in Ashrafteh says he had. 
been- "made redundant" by teenage mi- 
litiamen who have occupied the govern- 
ment building where he worked. 

"General Aoun still enjoys plenty of 
support in those areas of the enclave un- | 
der his army's control and, more dis- 
creetly, in Mr Geagea's areas. His appeal 
rests on his defiance of Syria, his own 
powerful personality and the belief of | 
many Christians that he still embodies | 

i 
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what is left of Lebanon’s legitimate gov- 
ernment. A businessman says of the de- 
struction of two. recently bought beach 
chalets in Jounieh: “If the army destroys 
or takes my house, then OK, it's the legal 
army, but I wouldn't aia that the mili- 
tia could do that." 


man for Mr David Levy, the housing minis- 
ter, had to admit that the government had 
paid 3.6m shekels ($1.85) towards the sub- 
leasing of St lohn's Hospice for the settlers. 

The episode has infuriated the United 
States, which opposes the establishment of F 
new’ settlements in “occupied territory’ 
and united the: Christian authorities of Jeru- 
salem, who fear that Israel. may eventually 
curtail their freedom vonihip at the holy 
sites within the Old: | ! 














om. the. stat ttlers. hend in- 
tent on causing as much provocation as pos- 
sible. Using the government money, plus 
some money from. private donors, they ac- 
quired the lease to St John’s Hospice—a 
rambling building that lies all too literally a 
stone’s throw from the Church of the Holy 
Sepulchre—via a Panamanian straw com- 
pany and an elusive Armenian middleman. 





_ To the dismay of local residents, they moved 


in without warning on. April. Ith, setting 
off a series of violent protests that shattered 
Jerusalem’ s Easter week. 

Perhaps the worst clash said on 
Mannday Thursday. The Greek Orthodox 
Patriarch Diodoros I led a crowd of demon- 


-strators to the building, which is owned by 


the:Greek Orthodox church, to find that a 


Star of David had A placed P the settlers 












































































ways around he Lis a ‘bearded griest 
reached up to remove the Jewish star. Set- 
tlers and demonstrators began fighting, the 
police moved in with tear-gas, and Diodoros 
was pushed to the ground, the cross around 
his neck broken. 

Mr David Ben-Ami, the soft-spoken set- 
tler who has taken on the role of spokesman 
for the group, insists that violence is the last 
thing on his agenda. He purports to believe 
that the locals will learn in time to live with 


their new neighbours, and declares: "Our - 


Arab neighbours are nice, it's the politicians 
who may be the problem." 

So far, Israel's leaders have caused the 
settlers no problems whatsoever. It was a 
left-wing member of parliament who forced 
the government into its belated admission 
of involvement. No minister from the 
hardline Likud government that is running 
the country during Israel's present political 
hiatus has expressed anything but support 

ind admiration for Mr Ben-Ami and his 
~ friends. Questioned about the legality of the 
settlement by a Knesset committee this 
week, Mr Yitzhak Shamir, the prime minis- 
ter, shrugged. “Is there a ban on living in 
Jerusalem?” he asked. Criticism from the 
American State Department was similarly 
dismissed. "It is the right of Jews to live ev- 
erywhere, and to purchase or rent property 
in all parts of Eretz Yisrael [the land of Is- 
rael], and especially in Jerusalem," said the 
foreign ministry. 

This declaration conveniently’ ignores 
the fact that no such right applies to mem- 
bers of the other faiths that share the Old 
City. Israel evicted thousands of Arabs from 
the Jewish quarter after the capture of East 
Jerusalem in the 1967 war. That policy was 
upheld by [Israel's courts on security 
grounds, as well as in recognition of the Jew- 
ish right to at least a section of the Old City, 
from which Jews were expelled in 1948. But 
the courts supposed that the characters of 

"Muslim, Armenian and Christian quar- 





ters would be similarly re- 
spected, It was, indeed, on that 
basis only that Jerusalem’ S 
mayor, Mr Teddy Kollek, sup- 
ported the policy. 

In recent years, however, 
Jewish homes and institutions 
have sprung up in the Muslim 
quarter. A former defence min- 
ister, Mr Ariel Sharon, has a 
heavily guarded home there. 
The settlement in St John's 
Hospice marks the first Jewish 
presence in the Christian quar- 
ter since 1967. 

Mr Kollek has criticised 
the settlers for raising tension 
in a city already being torn 
apart by the Palestinian upris- 

i ing. An eviction order was 
served almost immediately, but the appeals 
have been bouncing from district court to 
supreme court to attorney-general and back 
again as the settlers exhaust all possible legal 
avenues. Meanwhile the church authorities 


have threatened to close down Christian 


holy places in Jerusalem and elsewhere in Is- 
rael on April 27th if the settlers are not out, 
a threat which leaves Mr Ben-Ami unim- 
pressed. “We will be here next month, next 
year and i a Along time after that," he says. 





Win some, lose some 


S ARAB democracy blossoming on 
the boughs of April! The evidence is 
mixed. On April 23rd Kuwait's emir, 
Sheikh Jaber al-Ahmad al-Sabah, an- 
-nounced the creation of a part-elected 
“national council” to replace the parlia- 
ment he scrapped in 1986, The idea is a 
belated response to Kuwaitis who. dem- 


onstrated last year for the restoration of 


their old parliament, once the liveliest in 
the Arab world. But one in three of the 
new council’s members will be appointed 
by Sheikh Jaber, and it will not be al 
lowed to enact new laws without his ap- 
proval. Former parliamentarians rejected 
the new body as “toothless” and threat- 
ened more pro-democracy rallies. 

Jordan is meanwhile learning how to 
live with an elected lower house of parlia- 
ment, after its first election in two de- 
cades last November. On April 9th King 
Hussein appointed 60 public figures to 
draft a "national charter" to guide Jor- 
dan towards full democracy and legal po- 
litical parties, which have been banned 
since 1957. But the king stipulates that 
the charter must accord with the 1953 
constitution, which enshrines the rule of 
his Hashemite dynasty. 

On April 20th North Africa's first le- 
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Nicaragua - 











and Chamorro- 


T TEN in the morning of April 25 ! 

. Managua's baseball stadium, 
cheers of her people, Mrs Violeta C h: 
took office as the first indisputably 
president in Nicarag 





















ihe. Sandinists ds 
broke. Mrs Chamorro 









try cannot apos ae canne 
The many qualified people now 
not return until things look muc 
tled. Those who remain are huddled 
towns, because the countryside hi 
ravaged um civil war. The one unchalleng 
Sandinist achievement was to teach man 
more Nicaraguans to read; but a literate. 
populace is not necessarily less restive. 
Nicaragua, like Ireland, has about 3.5m 
people, who keep bright and bitter ı memo- 
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gal Islamist party, the — 

Front, campaigning for local electi 
June, organised a vast, peacefu 

through the centre of Algiers 
in Tunisia some leaders of : 
ment accused the (unrecognised) 1 
party, Ennadha, of extremism, € 
ing religion and "preaching a retur 
the past". And on April 22nd the: 
tary rulers of Sudan, which lost a wobbl 
democracy in a military coup last Jun 
put down an attempted counter-coup 
retired army officers. Two days later 
coupsters v were amd by firing: u: 


























old quarrels. There ar 
h families th 


'een the ric ilies that now hold 
ower again, from the last ten years of civil 
var and from long before that. The Ameri- 
can marines who ran Nicaragua directly for 
wo decades (1912-33) were happy to see, 
soon after departing, the man they had 
rained as head of the National Guard, 











'omoza, the Noriega of his time, was mur- 
ed in 1956. His two sons carried on the 
nasty for 23 more years. — 









tators. The Chamorro family, owning 
d and a newspaper, prospered under the 
mericans. The Somozas stole their land, 
osed their newspaper and, in 1978, proba- 
murdered the head of the family —whose 
low is now president. Seeking retribu- 
n, the family made common cause with 
left-wingers who named their party after 
esar Sandino, killed by the first Somoza in 
934. Their unlikely coalition kicked out 
1e third Somoza, in 1979, and probably 
killed him in Paraguay the next year. 
~The United States, under President 
Jimmy Carter, offered the new coalition a 
helping hand. But its left-wing faction pre- 
vailed, with backing from Cuba and the So- 
viet Union; so the Americans armed their 
opponents under officers from Somoza's old 
National Guard. Some of the Chamorro 
cian stuck it out with the Sandinist govern- 
ment. Others decided that Marxism was the 
greater menace, and switched (with some 
mutual distaste) to the contra side, despite 
its Somozist antecedents. 
Mrs Chamorro's new coalition is united 
in deploring left-wing follies, but divided in 
ite origins. She is more a widow than a politi- 
cian, trusting her relations, disliking those 
contra leaders closest to the Somoza tradi- 
on. In congress, which must approve her 
laws and appointments, the Sandinists (with 
! votes out of 92) are the largest and most 
iplined party. On some issues the presi- 




















































The Sandinists, though trounced at the 
residential election, see no reason to de- 
ir. More surely than their vctes in con- 
ss, the president needs their obedience in 
se army, which will retain General 
emberto Ortega, brother of Daniel, the 
urgoing president, as chief of staff, even 
ugh Mrs Chamorro is defence minister. 
e Sandinists hoped that, having lost the 
tion, they could hold on to the country's 
Ecial armed power: an odd view of how 
mocracies (except Chile's) work. But Mrs 
:amorro refused the hardline contras’ de- 
ads for a clear-out of all Sandinist offi- 
es—and is allowing Sandinist chiefs to 
d on to property acquired, with dubious 
ality, while they were in office. . 
The president’s nationalist instinct, 
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are blood-feuds 


astasio Somoza, take over the country. 





mess, by public spending: The United States 
Congress, despite the efforts of the Bush ad- 


ministration, has proved slow to aid Nicara- 


gua. The Soviet Union, cannily insisting it 
wants "normal relations" with the new gov- 
ernment, promises to continue its aid, ` 


And the country is armed to the teeth. 
Between the poll in February and the | 
handover of power, the Sandinists handed 
out tens of thousands of rifles to "responsi- - 


ble" party cadres and peasant leaders. The 
contras, for their part, have so far handed in 
to United Nations peacekeepers only a frac- 
tion of their weapons. For now, both sides 


seem to have stocked their guns in the . 
thatch or under the floor-boards. Perhaps - 


they will stay there. ^ Um 





Mexico NIE | | 


FROM OUR MEXICO CORRESPONDENT 


TE indomitable popular religiosity of 
L Mexico will receive pious recognition on 
May 6th, when Pope John Paul II presides at 
the beatification of Juan Diego, the Indian 
who in the sixteenth century witnessed the 
apparitions of the Virgin of Guadalupe, pa- 
tron saint of Mexico and, what's more, of all 
the Americas. Doubts linger aboutthe saint- 
to-be: Father Carlos Bravo, the Jesuit who 
directs Mexico City's Centre of Theological 
Reflection, says: "Conclusive proof of his 
existence is lacking." mE | 


The Pope has a special devotion to the 


Virgin Mary. Moreover, as the Americas 
prepare to celebrate the 500th anniversary 
of the discovery that brought Christianity, 
disease and exploitation, the ceremonies 
should prove useful to all concerned. In par- 
ticular, they will assert that Indians are first- 
class congregants—a message that fits Mexi- 
co's official ideology of Indian inclusion 
better than those of countries farther south. 
The papal visit also marks what may prove a 
change in attitude by Mexico's ruling Insti- 
tutional Revolutionary party (pri). On his 
last visit in 1979 the pontiff, although hailed 
by devout millions, received from the then 
president merely a stiff airport greeting. 

Then as now the slogan of the Pope's 
visit is Siempre Fiel, always faithful, a theme 
he also used in his native Poland, when it 
was under the rule of godless Communism. 
The PRI's anti-clericalism became notorious 
when Mr Graham Greene described in 
"The Power and the Glory" the persecuted, 
underground church of the 1930s. Mexico's 
constitution of 1917 denies the legal status 
of churches, bans religious education, dis- 
franchises priests and forbids them to wear 
distinctive clothes in public. Those rules are 
nowadays routinely broken. 


moreover, may tell her to try to "manage" 
the economy out of its present disastrous 






















Power and glory 


Mr Carlos Salinas de Gortari, Mexico's 
pragmatic president, is unlikely to tackle 
constitutional reform, if only because his 
party no longer commands the necessary 
two-thirds majority in Congress. But he 
paved the way for receptiveness to the 
church by inviting some bishops to his in- 
auguration, in December 1988, and his gov- 
ernment will now probably establish full 
diplomatic relations with the Vatican. 

Getting on better terms with the church 
would strengthen Mr Salinas's defences on 
all sides. On the right, he would pre-empt 
the pro-Catholic demands of his conserva- 
tive critics in the National Action party. On 
the anti-clerical left, which has profited from 
popular discontent during the president's 
programme of liberalisation, Mr Cuauh-- 
temoc Cardenas's Party of the Democratic 
Revolution could lose some support as the 
president is seen as an ally of the Pope. 

` The authorities in Rome badly want for- 
mal relations with Mexico, Part of their rea- 
son is old-time religious rivalry. The Pope 
will visit ten cities, and evangelise in the 
south-eastern states of Chiapas and Ta- 
basco, where non-Catholic Christian sects 
now claim up to 4096 of the population. 





Nigeria 


Another go 


A FIRST light on April 22nd, Major 
Gideon Orkah announced on Radio 
Nigeria that he had overthrown the “dicta- 
torial, corrupt, drug-baronish, inhumane 
and unpatriotic” government of General 
Ibrahim Babangida. This could have been 


Nigeria’s seventh successful coup in less 
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August 1985. Five hours after this one 


tious grin, walked i into a press conference 
d remarked: ' aq hope your Sunday wasn't 
bad as mine.' 
The major's broadcast, confused as it 
$, went to the heart of the issues that con- 
nd stability in the country: the division 
tween north and south, and the impact of 
ient reforms. "People just want a 
nge,” said a senior civil servant. “If you 
hem you will provide food and trans- 
at reasonable prices, cut rents, they will 
w you. But some of the things Orkah 
| were so childish.” 
His list of grievances included the op- 
ssion and deliberate impoverishment of 
ople in the middle-belt and southern 
es, the installation of an "unwanted" 
iltan of Sokoto as head of Nigeria’s 60m. 
uslims, and economic mismanagement. 
announced that five Muslim-dominated 
orthern states—Borno, Bauchi, Sokoto, 
iduna and Kano—had been "excis 
om the federation, thus raising the pos- 
ibility of partitioning Africa's most popu- 
lous country between a Muslim north and a 
Christian-dominated south. That lost him 
. much of the support he might have gained: 





- civil war of 1967-70. 
^ — All Nigerian governments have 
searched in vain for a constitutional formula 
tc bridge the north-south gap. The south 
has most of the Christians who form a third 
of Nigeria's 120m people, and the economic 
muscle of oil exports worth probably $10 
bilion in 1990. The northern Muslims 
make up about half the population, carry 
e political clout and have always run the 
y. President Babangida is himself a Mus- 
, but not an immoderate one, and he is 
m the country's middle belt. At first some 
herners suspected him of inclining to 
own middle-belt people. Latterly Chris- 
is too have been warily watching his ap- 
intments; many of them thought his Janu- 


iance too far, when the last remaining 
hristian among six top military appointees 
as removed. 

. The presidents programme for the 
ansition to civilian rule (in December 
92, maybe) was meant to get Nigerians to 
ek rival parties rather than rival creeds or 
bes. It was naivety rather than bigotry 
at led General Babangida to commission 
e artificial political parties, one leaning 
tht, the other leaning left, for which off- 
wrote virtually identical manifestoes— 
choice between chalk and chalk. With 
x hing of substance to divide the two par- 
, what could be more natural than to fall 
kon tribe and. i religion! 


; pun put fants two since ehe seized 1 power U 


$crushed, the president, with his usual in~ 


- Nigerians do not want a rerun of the Biafran - 


y cabinet reshuffle tipped the pro-Muslim - 


wants to make himself life president. Few 


i "wedsohable people, though, had questioned . 
his commitment to give up in 1992. The 
abortive coup may increase both his deter- 


mination not to overstay his welcome, and 
the difficulty of going. The underlying éco- 
nomic grumbles will not go away. 


It is an iron law in very poor countries— - 


especially those that briefly felt rich in the 
1970s oil boom—that the more rational a 
government's economic policies, and the 
more it earns respect among foreign inves- 
tors and governments, the greater its domes- 
tic unpopularity. The Babangida govern- 
ment inherited an appalling economic mess 
five years ago. Its impressive economic 
achievements have come at the cost of forc- 
ing living standards down, unemployment 
rapidly up, and discontent to fever pitch. 


-SOKOTO i ; 
$ &Kano.^ 
HAUS A FULANI, 





Western bankers and | governments. who 


— want to see the general and his policies sur- 
vive may want to give him a hand when 


debt-rescheduling talks come round at mid- 

year. In March the finance minister, Chief 
Olu Falae, warned international bankers 
that Nigeria simply could not afford to pay 
the $3.3 billion service on its $32 billion for- 
eign debt this year. When he next meets the 
creditors, Mr Falae will certainly use the 
April coup attempt to back his plea for debt 
forgiveness and more favourable reschedul- 
ing terms. Major Orkah may: have helped 
the president he tried to oust. 





South Africa 


The tryst at the 
Tuynhuis ~ 


FROM OUR SOUTH AFRICA CORRESPONDENT 


"HE proverbial fly on the. wall of the 


, Tuynhuis, the graceful presidential resi- 
dence in Cape Town, is going to have an in- 
teresting May 2nd. On that day, if all goes 
well, the recently freed Mr Nelson Mandela 
will lead a delegation from the recently. 
unbanned African National Congress intoa 


ters. said General Babangida 





the fra white president with the: courage to 
unban the ANC and free its leaders. © 

The aim is to clear the way for serious 
constitutional talks. The government side, 
having freed Mr Mandela without extract- 
ing from him a promise to renounce vio- 
lence, wants him to do so before serious ne- 
gotiation begins. Mr de Klerk's ministers 
blame much of the killing of blacks by blacks 
in Natal on the ANC's continuing espousal 
of "armed struggle". Mr Mandela says the 
police should stop shooting first. 

At the Tuynhuis Mr de Klerk will be 
able to talk to the ANC’s military men di- 
rectly. Mr Mandela will be accompanied by 
Mr Joe Slovo, a (white) former head of 
Umkonto we Sizwe, the congress’s under- 
ground army; and maybe by Mr Joe Modise, 
its present (black) commander. But even 
they cannot seriously expect Mr de Klerk to. 
step aside in favour of a new "interim" gov 
ernment during negotiations, as the ANC de 
manded in last year's Harare declaration. 
Unlike Namibia and the bygone territory of 
Rhodesia, says Mr de Klerk, South Africa is 
a sovereign, independent country; and he is 
the head of its "lawful government". 

In parliament last week Mr de Klerk said 


- he would not agree to simple majority rule 


under a winner-take-all system. White peo- 
ple, he said, were willing to share power but 
not to “commit suicide". He nevertheless 
promised that the Separate Amenities Act 
would be scrapped during the present par- 
liament, and that the Group Areas Act 
would soon be replaced by a "generally ac- 
ceptable" measure. The law that classifies 
every South African by race would stay until 
the emergence of a new constitution. 
The difficulty in negotiation will lie in 
reconciling the ANC’s demand for majority 
rule and the government’s insistence on 
protecting minorities. Mr de Klerk has pro- 
nounced himself ready to accept a common 
voters’ roll, provided that it exists alongside - 
protective measures for minorities, which 
may take the form of an upper house elected 
on separate, group-based rolls. Mr Mandela 
has meanwhile reaffirmed his commitment. 
to the Harare declaration, which simply pro- 
claims the need for universal suffrage, ' 'exer- 
cised through one person, one vote", under 
a common voters’ roll. The declaration 
speaks of protecting human rights, not mi- 
nority rights, a phrase the ANC equates with - 
apartheid. 

Political representation is not the only 
difficulty ahead. South Africa's economy is 
becoming an increasingly prominent point 
of disagreement. “We will not hand over 
this country to a socialist Marxist govern- 
ment," Mr Pik Botha, the foreign minister, 


said last week. The ANC's commitment to 
nationalise banks, mines and “monopoly in- 
- dustries", as prescribed by the Freedom 
Ch rter rof 1955, seems as strong as ever. 








EUROPE 


All, well nearly all, eyes on union 


FROM OUR BRUSSELS CORRESPONDENT 


Wi Britain dithers over whether to 
become a full member of the Euro- 
pean Monetary System, the rest of the Euro- 
pean Community is already gazing well be- 
yond the 1992 horizon, towards something 
like federalism. Less than a year ago the EC’s 
main concern was to achieve a single market 
1-4 1993. Its ambitions have since broadened 

» include: economic and monetary union 
(EMU); special links with Western Europe's 
other economic club, EFTA; ties with the 
emerging democracies of Eastern Eu- 
rope; and the integration of East Ger- 
many. Now, undaunted by the task al- 
ready before them, President 
Francois Mitterrand of France and 
Mr Helmut Kohl, the West German 
chancellor, have committed them- 
selves to that vague but vibrant Euro- 
phrase, “political union”. 

The Franco-German manoeuvre 
has strengthened the impression that 
the prospect of German unity, far 
from slowing down the pace of 
change in the Community, is speed- 
ing it up. Mr Mitterrand and Mr Kohl 
want to reinforce the Community's 
"democratic legitimacy” and to estab- 
lish common foreign and security pol- 
icies. They say that political union 
“ould take effect at the same time as 
„AU, on January 1 1993. The EC sum- 
mit in Dublin on April 28th is likely 
to endorse their proposal that foreign 
ministers should prepare the ground 
for an inter-governmental conference 
on political reform which would run 
parallel to the one on EMU. 

The last time that reform of the 
EC constitution was in the air, in 1985, Mrs 
Margaret Thatcher opposed an inter-gov- 
ernmental conference. Greece and Den- 
mark shared her reservations. But in the 
end, all signed the Single European Act. 
This time Britain is on its own. 

That does not mean a further stride to- 
wards federalism is inevitable. Germany, if 
over-distracted by its own unification or un- 
der-keen on signing away monetary sover- 
eignty, may still develop second thoughts. 
Across the political spectrum in France, 
those who oppose ceding more power to the 
Community are starting to speak out. 

The British make much of the truth that 
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many politicians who praise political union 
do not, literally, know what they are talking 
about. The preparatory work for constitu- 
tional reforms will expose sharp differences 
among EC members. Italy, for instance, fa- 
vours a full-blown federal system, while the 
French foreign ministry has mentioned a 
second chamber for the European Parlia- 
ment made up of national deputies. 

But a consensus could possibly emerge 
around the ideas of the European Parlia- 





Kohl and Mitterrand shake on it 


ment's "Martin report" and a Belgian 
memorandum. These argue that the princi- 
ples of the Single European Act should be 
extended by allowing more majority voting 
in the Council of Ministers; by giving the 
parliament a greater say over legislation and 
the choosing of commissioners; and by giv- 
ing the Community a stronger foreign pol- 
icy which would embrace security issues. 
Mrs Thatcher thinks it is foolish to 
chase after new constitutions when the 
Community' agenda is already over- 
charged. Yet some others find the size of the 
challenge exhilarating and genuinely believe 
that German unity demands a correspond- 


ing move to European unity. They point out 
how well the Community has coped with its 
ambitions so far. On EMU, for instance, the 
broad outlines of the new central bank are 
fairly clear. The "Euro-Fed" will be indepen- 
dent of political control and committed to 
price stability. In other words, it will be 
more or less what the Germans want. Many 
of the details may be decided before the in- 
ter-governmental conference on EMU starts 
in December. The conference itself could be 
over in the spring. 

Britain's Foreign Office believes that 
Mrs Thatcher's hostilty to EMU has been 
counter-productive. The diplomats seem to 
have persuaded her that, on political re- 
form, Britain will have more influence if it 
appears to be constructive early on. Mrs 
Thatcher therefore says that, if other coun- 
tries insist on raising the matter, Brit- 
ain will make its own proposals. The 
Foreign Office has let slip a few ideas: 
more powers for the parliament to au- 
dit EC spending; more powers for the 
Court of Justice and the commission 
to enforce the single market; and a 
clarification of what is, and what is 
not, Community competence. Such 
crumbs will not satisfy the federalists, 
but the signal is clear: if a new draft 
treaty were to contain moderate re- 
forms that encouraged efficiency, 
Britain might refrain from wielding 
its veto. 

British diplomats are resigned to 
the possibility that the veto might 
prove powerless against the results of 
the inter-governmental conference 
on EMU. For if the EC's other mem- 
bers are set on a Euro-Fed, they could 
create one by a treaty among them- 
selves. But on constitutional reform, 
Britain believes its veto cannot be 
evaded: 11 countries could not make 
a treaty to change existing EC institu- 
tions of which Britain was a member. 

The federalists have an answer. A 
senior lawyer at the European Commission 
says that 11 countries could sign a treaty to 
set up a new institution, the European Po- 
litical Community, which would manage a 


collective foreign policy and would ask the 


parliament if it could be responsible to it. 
Far-fetched? In practice, member-states 
would be reluctant to experiment with such 
extreme and anti-British solutions. But sup- 
pose that, some time in 1992, Mrs Thatcher 
is still prime minister and refusing to sign 
what 11 countries want. lt is not inconceiv- 
able that some countries would threaten to 
create some sort of treaty without Britain. 

E e ———S— À——D— 12211111111 


55 


EUROPE 
NATO 


No nukes, please, 
they re German 


UIETLY, the United States has begun 
orchestrating a policy which could re- 

sult in the biggest change in the Atlan- 

tic alliance since France left the integrated 
military command in 1966: the denuclear- 
isation of Germany. The policies, which 
have yet to be made public, will be discussed 
at the meeting of NATO's Nuclear Planning 
Group in Canada next month. A new arms- 
control proposal is expected before the 
NATO summit planned for this summer, 
probably accompanied by an announce 
ment of a unilateral withdrawal of some 
American nuclear weapons from Germany. 
The proposal will be to open early talks 

on land-based nuclear weapons with a range 
of less than 500 kilometres (the upper limit 
allowed after the treaty banning medium- 
range missiles). West Germans are strongly 
in favour of such negotiations. but Britain, 
France and the United States were at first 
opposed. Last May NATO struck a compro- 
mise: it would agree to talks, but only after a 





. Alas, Lafontaine 


i 






OLITICAL murder is not new to 

West Germany. Senior civil servants, 
bankers and industrialists have over the 
years been victims left-wing terrorists. 
But the attempted assassination of a top 
politician is a grisly novelty. 

It happened in Cologne on the eve- 
ning of April 25th. Mr Oskar Lafon- 
taine, the opposition Social Democrats' 
candidate for chancellor in the general 









Fallen campaigner 


election due in December, had just fin- 
ished his speech at a rally for next 





Auf Wiedersehen, friend? 


treaty cutting non-nuclear forces had begun 
to take effect. The signing of that treaty is 
expected later this year, but the swift march 
of events has convinced President Bush that 
he must move even faster on the short-range 
nuclear weapons. 





month's local elections in the state of 
North Rhine-Westphalia. A woman with 
a bunch of flowers went up to the plat- 
form apparently to ask Mr Lafontaine for 
his autograph. Instead, she took out a 
knife concealed in the flowers, and 
stabbed him in the neck. 

On Thursday morning Mr Lafon- 
taine was still seriously ill in hospital. 
Though apparently out of immediate 
danger, his ability to recover for the De- | 
cember elections must be in doubt. The | 
Social Democrats have been trailing in | 
national opinion polls, not least because | 
the chancellor, Mr Helmut Kohl, has | 
been making all the running on the key | 
issue of German unification. The Social 
Democrats have been hoping to catch 
up, partly by exploiting Mr Lafontaine’s 
personal popularity—the polls suggest 
that Germans like him better than Mr 
Kohl. Now, though, they will have to 
start thinking about who might replace 
him if that is necessary. The party leader, 
Mr Hans-Jochen Vogel, would be a possi- 
ble choice. A livelier bet might be Mr 
Walter Momper, the mayor of Berlin and 
thus a man at the heart of the unity issue. 

Who was behind the attack on Mr La- 
fontaine? Perhaps nobody other than a 
crazy woman carrying flowers. The 
clumsy stabbing was not the style of Ger- 
many's ruthlessly efficient terrorists. 











































The main weapons in this category are 
artillery shells and short-range ‘missiles. 
Most military experts agree thar the artillery 
shells are dangerous and expensive to store, 
would be troublesome to protect in wartime 
and should probably be scrapped in favour 
of missiles. The only short-range missiles 
now available are some 88 aging 110- 
kilometre Lances, which are scheduled to be 
replaced as part of a modernisation plan 
agreed upon in 1983. 

But in the past few months it has be- 
come apparent that West Germany is un- 
likely ever to agree to the deployment of a 
Lance replacement. It did not like the idea 
of new short-range missiles even before Ger- 
man unity looked imminent (the shorter the 
range, it was said, the deader the Germans). 
It likes it even less now. 

The American Congress has advised the 
Bush administration that it is unlikely 1 
grant the money requested in this year s 
budget to build a successor to Lance. With 
the artillery shells in trouble anyway and the 
Lance replacement about to be given the 
chop, the Bush administration apparently 
reckons it has little to lose by starting negoti- 
ations right away on the eventual scrapping 
of the short-range weapons based on land. 

This would leave only airborne nuclear 
weapons to contribute to the policy of for- 
ward defence. Under this policy (which 
arms-cutting could make obsolete) NATO is 
committed to defend Germany at the fron- 
tier, increasing the level of violence to what- 
ever it takes, including nuclear strikes, to 
stop the attack. At the moment all NATO's 
air weapons are gravity bombs. Part of the 
nuclear modernisation plan was to produce 
“stand-off” missiles (ones that aircraft fire a 
long way from the target) in order to in- 
crease their range and to avoid the need for 
aircraft to fly over heavily defended targets. 

These missiles are being developed, but 
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they may never get to TENES Att - 
cent meeting in Bermuda, Mt Bush and Mrs 
Margaret Thatcher discussed: the possibility 
of moving the air-launched weapons out of 
Germany and basing some of t em in Brit- 
ain. Mrs Thatcher agreed that Britain would 
take many of them.: 3reece, Italy, 
Belgium and Holland be pressed to 











ad 1 possibility of 
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a bordert it may 
Germany, e ted one, would be a less 
important ber of NATO if it were non- 








" auclear; it would also have a weaker claim to 
e forward: defence (with nuclear weapons if 
need be) than it does now. France, if it al- 
lowed the American aircraft back, would ri- 
val Britain as the second most important 


| Lech' s mid- life crisis 


FROM OUR WARSAW CORRESPONDENT 


IS face, . so familiar from magazine 

. covers, shows traces of age. He has 
lines around his eyes now, and grey 
streaks in his moustache. Bored with in- 
terviews, he dismisses unpleasant ques- 
tions as "not serious”. Bored with public 
speeches, he has taken to giving them 
without notes, often incoherently, some- 
times punctuating his sentences with ' ‘I 
don't know what to say anymore.’ 

Mr Lech Walesa is in something of a 
mid-life crisis. He is still immensely popu- 
lar (the entire nation calls him by his first 
name), but he is visibly frustrated by his 
lack of formal power. Last weekend he was 
re-elected chairman of Solidarity at the 
trade union's national congress, the first 
since its original one in 1981 in the same 
hall in Gdansk. Before the vote many del- 
egates accused him of anti-democratic be- 
haviour and of simply. neglecting | the 
union, but hardly any were ready to imag- 

. ine it without him. 

Oddly, Mr Walesa’s troubles began 
red going democratic. In 
: personification of Po- 
land’s anti-communist opposition, a man 
< who could pierce straight through propa- 
-ganda with his folksy parables and mixed 
|] metaphors. Now that communism is in re- 
| treat, Poland has a Solidarity. prime t minis- 
|| ter, Mr Tadeusz Mazowiecki, who is more 
I popular than Mr Walesa. Solidarity, once 
| a mass movement with 10m members, is 
24 now becoming something i it never was s be- 


fy warren 































member i int this respect: | 
. (There are other ramifications. Ameri- 
can. E168 were designed for conventional 











ibing. missions as well as nuclear ones, 


and the F.16 is also an air-defence fighter. 


The aircraft moved to Britain to await nu- 


clear missions. would in effect be withdrawn 
ie ‘early part of the conventional. 





fighting, when they might be needed most. 


Advocates. of moving them say that, 
with the Warsaw pact coming to bits, there . pre 
will be plenty of warning time to get the — 
bombers and their weapons back to Ger- 
man bases. Probably so. But there is more to 
a- military - ‘reaction than warning time. 


NATO's European commander, General 
John Galvin, recently pointed out that, de- 


spite plenty of warning time, the Americans T1 
ised by Pearl Harbour. ' "We were 





surprised twice in Korea, once by the Kore- 
ans and once by the Chinese. We were sur- 


prised to see the Berlin Wall go up and sur- 


prised to see it come. down. We were 
surprised by Prague and Afghanistan. When 
did warning time serve us well?” à 





fore: a normal trade union, and. a weak 
and divided one to boot. It needs a patient 
negotiator, not a fiery national symbol 
with other things on his mind, to mediate 
between rival factions which oppose or 
support the Mazowiecki government's 
painful economic reforms. E 

Mr Walesa vacillates between anti-re- 
form populism and loyalty to his old 


friends who are now in power. During the | 


six-day congress, he blamed his troubles 
on “intellectuals”, whom he at first ac- 
cused of spoiling the trade union, but 
then took the accusation back the next 


thought it should be conducted in a “dif- 
ferent way”, oe specifying what he 
meant. | 
Mr Walesa recognises that being Soli 
. darity's leader is no longer the mighty job 
that it used to be. He would like to be Po- 
land's president. His presidential cam- 
paign so far consists of hints dropped to 
newspapers and one television appear- 
ance. The trouble is that new presidential 
election rules have not yet been written, 
President Wojciech Jaruzelski has five 
years left in his term, and it is not clear 
whether any of Poland's leaders, Mr 
: Mazowiecki in particular, like the idea of 
Mr Walesa holding real political power. 
Some say that Solidarity people have sev- 
eral times talked Mr Jaruzelski out of 
resigning: - 
Mr. Walesa could follow Polish tradi- 


e Lithuania 


. Moscow is that the republic might 


Wanted: a job for a hero- 







Settling | in for th th e 
siege 


"FROM OUR CORRESPONDENT IN VILNIUS 


'O' THEIR dismay, though har 


adra apra Lithuanians hav 






























~The tactic in Moscow seer 
ate enough economic discontent in 
nia to bring about demands for a soft 
of policy. One possibility now mentio 


pend" its declaration. of indepen 
rather than be forced to revoke it. This 




































tion and "go to Sulejowek", a metap 
cal reference to the estate where the p 
war Polish leader, Jozef Pilsudski, reti 
from politics in 1922. But Pilsuds| i 
turned to lead a coup in 1926. Whil 
Walesa might not go that far, his : 
power has been underestimated in 
past. Should he grow even more di 
pleased with the slow pace of political r 
form—as he says he is now—he might tt 
undemocratically, to speed it up. Bi 
should Poland's economic reform turn 
chaos, he might be called upon to rally: 
nation once again. Or, by forcing his v 
into the presidency just at the right mi 
ment, he might do both, and win back 
lot of the respect he has lost. 


EUROPE 





Unruffled in Vilnius 


cempromise which might enable both sides 
to avoid losing face. The popularity of Presi- 
dent Landsbergiss government has in- 
creased in direct proportion to Soviet pres- 
sure. But Lithuanians are also critical. Many 
think their government has behaved un- 
diplomatically, and that it is showing a cer- 
tain lack of competence. Ministers have re- 
peatedly displayed in public their ignorance 
both of facts and of their own responsibil- 
ities. Partly for this reason Mr Algirdas 
Brazauskas, the Communist ex-president 
who is now a deputy prime minister, re- 
mains the republics most popular 
pelitician. 

Mr Brazauskas has announced that, 
with railway freight as well as oil and gas sup- 
plies suspended, many factories are having 
tc close, and 35,000 people will be unem- 
ployed by the end of April. The Lithuanian 
government has set up an "anti-blockade 
commission", with extensive powers to pun- 
ish black-marketeers, introduce rationing 
and cut off normal shipments of food and 
other products to the Soviet Union. But fac- 
tories which can maintain production may 
well ignore this order, so as to stay in work. 

This opens up intriguing possibilities 
for wheeling and dealing. Managements and 
municipal authorities all over the Soviet 
Union could do with some of Lithuania’s 
food and consumer goods to buy off worker 
discontent, and some are prepared to try to 
evade Moscow’s ban. The mutinous oil and 
gas workers of Tyumen have offered to bar- 
ter their produce directly with Lithuania in 
return for food. Factories in the Ukraine 
have also declared their determination to go 
on working with their Lithuanian part- 
ners—out of self-interest as well as sympa- 
thy. The manager of a Lithuanian machine- 
tool plant was this week preparing to 
exchange some lorry transport for Lithua- 
nian food, which he was going to try to send 
to a Moldavian factory in return for supplies 
of metal. 


58 





Such deals depend heavily on rail trans- 
port, which men in Moscow could presum- 
ably block if they really wanted to. So far, 
however, pressure from Moscow has only 
made the Lithuanians more determined. 
The Lithuanians are preparing for a long 
siege, one in which their calm and stubborn- 
ness are likely to stand them in good stead. 





Romania 


Mud and 
democracy 


FROM OUR BUCHAREST CORRESPONDENT 


NYBODY who thought the Bush-Duka- 
kis contest was dirty should take a look 
at the campaign for Romania's election on 
May 20th. One leading candidate is falsely 
accused of having a criminal past, another of 
links with neo-fascist groups, a third of hav- 
ing once been too close to the slaughtered 
dictator Ceausescu. Things are getting 
rowdy as well as dirty. Opposition candi- 
dates have complained of being physically 
attacked. Anti-government demonstrators 
in Bucharest this week accused former Com- 
munists of first stealing the revolution, and 
now stealing the election. The*demonstra- 
tions showed how little faith some Roma- 
nians have, after decades of dictatorship, in 
the fairness of this democratic fight. 

The two main opposition parties are 
certainly fighting keenly, quite a lot of the 
time against each other. The National Lib- 
eral party and the National Peasant party— 
known as the “historical parties" because of 
their pre-communist roots—spent weeks de- 
nouncing the government as “neo-commu- 
nist”. They said that the only way to defeat 
its leading component, the National Salva- 
tion Front, was to unite for the election. A 
sensible proposition, especially since their 





policies are similar (the clearest difference is 
one of style: the Liberals look younger and 
slicker). But the two parties have emerged 
from a long haggle with nothing more than a 
"non-aggression" pact. The non-aggression 
extends only to the parliamentary election; 
in the simultaneous presidential poll the 
parties have rival candidates. 

The Liberals’ candidate is Mr Radu 
Campeanu, who spent 15 years in exile and 
looks good on television. His Peasant party 
opponent is Mr Ion Ratiu, who stands out 
not only for the spotted bow tie that has be- 
come his campaign trade mark. Mr Ratiu 
went into exile 50 years ago. Based mainly in 
Britain, he made a fortune in shipping and 
property. From the West he spoke up for 
human rights in Romania. He is the leader 
of the exile group called the World Union of 
Free Romanians. In 1984 he fought a tough 
battle for its leadership against —yes—Mtr 
Campeanu. 

The main beneficiary of these division. 
is Mr Ion lliescu, Romania's interim presi- 
dent and the National Salvation Front's 
candidate for the job next month. Some say 
he is now assured of winning because of the 
opposition 's failure to unite. Mr Iliescu must 
be confident that his party is going to do 
well in the voting for parliament too. For 
away from Bucharest and the (few) other big 
cities, the opposition parties simply haven't 
arrived. In the villages peasants say: “We 
know who lliescu and the Front are. The 
other parties haven't been here." 

An opinion poll, for what it is worth, 
this week showed the Front with the sup- 
port of 5696 of voters, the Liberals with 1696 
and the Peasants below 596. The opposition 
parties lack money, organisation and, they 
claim, the Front's influence over television. 
It is understandable that they have failed to 
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< make an impression outside the cities. But 
how has the Front managed to do so much 
better? 

In the heady days of last December’ s up- 
rising small groups of peopl aking their 
cue from events in Buc | 
power and declared tha 
National Salvati 
switched ip 
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X lose. These lude um e » 
“the 4m-strong Communist party and work- 
ers in inefficient industries who are scared of 
losing their jobs. They will be joined by peas- 
ants benefiting from a land redistribution 
that is well under way, and for which they 
thank the Front. |. 

Is Romania set to buck the East Euro- 
pean election trend, which seems to be 
against left-wing parties and in favour of the 
centre-right? With the centre-right in disar- 
ray, the Front is confident of victory—if 
only by default. 





Italy 


Gateway to 
Europe 


pond dd ROME CORRESPONDENT 


LLEGAL immigrants are swarming into 
al their country, Italians believe. This be- 
lief, unproven by reliable figures but rein- 
forced by almost daily reports of African or 
Asian stowaways caught trying to sneak in, 

seems to have awakened a new anxiety. ‘The 
scholar and author Mr Umberto Eco re- 
cently captured some of this feeling in his 
weekly column for L Espresso. The influx of 
Africans into Europe is part of a planetary 
migration which, he provocatively declared, 
will cause "a worldwide genetic mutation". 
The gap between rich Europe and poorer 
Africa is just too wide for the movement of 
people to be stopped, according to Mr Eco; 
and the gap is growing. 

Until recently Italy was a country of emi- 
gration. But now, even more than the rest of 
rich Europe, it is feeling exposed to illegal 
immigration, especially from Africa. Rac- 
ism, which Italians once thought was alien 
to their culture, has raised its ugly head. 


Italy is a natural bridge between the 





FROM OUR NORDIC CORRESPONDENT 


| 
E HE lure of the post-1992 European 
Community and the opening of East- 
ern Europe have at last succeeded in 
| sweeping away generations of doubt and 
hesitation in Denmark and Sweden. The 
countries are now on the verge of taking 
the formal decision to build a bridge 
| across the sea between Copenhagen, the 
Danish capital, and Malmo in Sweden. 
When Sweden's ruling Social Democrats 
gave their approval to the link on April 
20th, they cleared the way for the com- 
i pletion in this decade of a total of some 
| 
| 
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poorer south and the richer northern shores 
of the Mediterranean. But the problem 
seems to have been made worse by a recent 


law granting social and welfare rights to 


non-EC citizens. The law's generous benefits 
were intended as an incentive to illegal im- 
migrants (perhaps as many as 1m) to report 
to the authorities. Instead the law may have 
acted as a magnet to attract yet more immi- 
grants to Italy, whose entry rules are still rel- 
atively relaxed. 


Mr Claudio Martelli, the deputy prime 


minister behind the new law, has confirmed 
his government’s intention to impose entry 
visas to limit arrivals from so-called "high- 


risk” countries. But the government is reluc- 


tant to impose quotas unilaterally, for fear of 
spoiling relations with its North African 


neighbours. Instead, Italy has been pressing - 


hard within the European Community for a 
common immigration policy. The Italians 


point out that the planned removal of fron- 


tier checks within the Community after 
1992 makes each member's border controls 
only as good as those elsewhere in the EC. 


Yet agreement on a Community-wide immi- 


gration policy will be difficult, to say the 
least: . 


.. In the meantime, pressure. on the Italian 
government to limit immigration is mount- 
ing, partly because of relentless headlines 
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competition from unlicensed Afric: 
hawkers. Bad feeling came to a head 


-the Republicans are part of Italy's fiv 




























































60 kilometres of bridges and tu 
linking Sweden and the rest of Euro 
The first is already under consti 


kilometres long and costing about $3 
lion, across the Great Belt that se 
the Danish island of Zealand from. 
Jutland peninsula. The rail link is me 
to be ready in 1993, the road link 
1996. Next in line is the Copenh 
Malmo bridge; which could be co 
pleted around 1998 at a cost of some 
billion. Last and most expensive (rough 
$3 billion-4 billion) would be a bridg 
tunnel between the southern Danist 
land of Lolland across the 24-kilói 
Fehmarn Belt to Germany. ^ 
If the Scandinavians really c cai 
60 kilometres of bridges and tui 
$8 billion-9 billion, it might look lik 
bargain. The 50-kilometre Channel : 
nel, a private-sector project, will c 
least $12 billion (see page 64). But cost 
for the public-sector Nordic links coul 
also escalate. Traffic is lighter than b 
tween Britain and France, which makes Ss 
costs harder to cover. Still, the Great a 
? iş expected to “pay its way - 
And anyway, who minds | 
paying to be thoroughly well | connected? 











rae were bon the ndis of fours im im 
. grants in a bar near Naples, probab 
- members of the local drugs mafia. E 





this month, ten African prostitutes 
shot in the legs. while waiting for custo 
by the roadside. | 

The loudest rumpus has been. in 
ence. Last month Mr Giorgio Morales, th 
Socialist mayor, was forced to resign a 
disagreement with his Communist 
about: how to handle racial tensions 
city. Shop-keepers and Florence's 
market traders had been complaining 





val-time when. a gang of youths 
three North Africans with chains 
bars. Mr Morales was criticised for « 
the police to clear immigrant strec 
from central squares. He said somet 
to be done about the sudden increase i 
number of mainly North African drug 
ers and petty criminals in town. - 

Immigration i is bound to become 
sue, in Florence and elsewhere, in local 


some well-publicised rowing between 
Martelli ai and | the leader of Italy's tiny Re 








coalition, they voted against the immigra- 
tion law when it was passed in March. Mr La 
Malfa says the offer of an amnesty to illegal 
immigrants who are already in Italy has only 
speeded up the pace of arrivals. His allies in 
government resent what they call a cheap 
bid for anti-immigrant votes. No national 
party is campaigning on race as vigorously 
as, say, the extreme-right National Front in 
France. But new local parties such as the 
Lombard League are gaining popularity by 
appealing to local anxieties, particularly 
about the lack of public housing. 

Most recent non-EC immigrants in Italy 
come from Tunisia, Morocco and Senegal, 
and do not speak Italian on arrival. Police 
say they fall easy prey to Italy’s criminal syn- 
dicates, both large and small, which are said 
t import illegal labour. At the latest count, 
160,000 people have benefited from the am- 
nesty which grants welfare rights to illegal 
immigrants who declare their presence by 
June 30th. The government's estimate (or 
underestimate, as critics claim) is that 
443,000 others have yet to report. 

Mr Martelli is obviously anxious to 
prove that the government is doing its best. 
Customs police, he said in a recent inter- 
view, have turned back 15,000 applicants 
for entry into Italy this year. But if it wants 
to patrol Italy's 2,000 kilometres of coast- 
line, said Mr Martelli, the government will 
have to call on the army. 

This may soon happen. At Mr Martelli's 
request, the government has decided to ex- 
amine the possibility of using naval and mili- 
tary units to patrol Italy's borders. Naval pa- 
trols, according to a government comm- 








FROM A SPECIAL CORRESPONDENT IN KOSOVO 


AST week the state of emergency im- 
posed over a year ago in the autono- 
mous Serb province of Kosovo was 
lifted. This week Kosovo's two most 
prominent political prisoners, both eth- 
nic Albanians, were released. Is Mr Slob- 
odan Milosevic, Serbia's leader, relaxing 
his grip on the troubled province, where 
90% of the population are Albanians? 
Hardly. Mr Milosevic has also dou- 
bled the Serb police presence in the re- 
public and announced a ban on all pub- 
lic gatherings. The releases were certainly 
eye-catching: Mr Adem Demaqi, known 
as the local Nelson Mandela, had spent 
28 years in prison and had five more 
months of his sentence to run (unlike Mr 
Mandela, he says he will steer clear of 
politics for a while); Mr Azem Vllasi, a 
former local Communist leader who was 
on trial accused of fomenting “counter- 
revolution". Cynics say the amnesties 








|, The Kosovo conundrum 





uniqué on April 6th, should deter ships and 
boats from attempting to land illegal immi- 
grants in Italy. | 

The pessimists who predicted a protec- 
tive post-1992 Community for trade seem to 
have been proved wrong. But when it comes 
to the entry into the great market of people, 
rather than goods or capital, the ramparts of 
Fortress Europe are going up. 





Yugoslavia 


Croatia's new 
master 


HE winner of Croatia's first free elec- 

tion since 1938 was the man who beat 
the nationalist drum louder than anyone 
else. General Franjo Tudjman, a 68-year-old 
former Tito partisan, has been dubbed by 
his enemies as "Croatia's Le Pen" (after the 
anti-foreigner leader of the far right in 
France). In the first round on April 22nd, 
Mr Tudjman's Croatian Democratic Union 
built up a commanding lead both over the 
reform Communists and over the centrist 
Coalition of National Agreement. The sec- 
ond round on May 6th and 7th is expected 
to confirm the Tudjman triumph. 

Is the Le Pen comparison fair? To meet, 
the mild-mannered, professorial Mr Tudj- 
man looks the very antithesis of a populist 
rabble-rouser. At public meetings and on 
television, he speaks directly and simply, but 
has a flat, monotonous delivery and a pro- 








as these men were being released, an- 
other sort of action caught the eye. 

At the scene of the political amnes- 
ties, police patrolled the streets in jeeps 
and vans, armed with automatic weap- 
ons and wearing bullet-proof waistcoats. 
Although the state of emergency has 
been officially lifted, army vehicles are 
still. trundling along the streets of 
Pristina, Kosovo's capital, belching ex- 
haust and churning up mud. And blue 
police vehicles outnumber civilian cars 
in some parts of the province. 

Bozur, a Serb nationalist group based 
in Kosovo Polje, just outside Pristina, is 
trying hard to gather support for plans to 
repopulate Kosovo with Serbs who have 
eft the region since the Albanian upris- 
ings in 1981. Bozur aims for a 50-50 eth- 
nic split in Kosovo. This is making 
Kosovo's Albanians even more deter- 
mined to organise opposition to their 





























Tudjman the nationalist 


pensity for gaffes. Yet Croats see him as 
their national champion. 

Back in the 1960s, after he had left the 
army, Mr Tudjman worked hard, as head of 
a war-history institute in Zagreb, to free the 
Croats from the taint of “genocidal nation" 
arising out of the wartime persecution of lo- 
cal Serbs by the notorious Ustasa regime of 
Ante Pavelic. He sought to demonstrate 
that the killings had been rhe work of a 
small number of fanatics; that, fortunately, 
the number of Serbs killed by the Ustasas 
had been far smaller than at first thought; 
and that lots of Croats, too, had died during 
the war, many of them killed by the Serb 
royalist Cetniks. He came to be branded as a 
Croat nationalist and fell from grace in 
1967. In the aftermath of Tito's crackdown 
in Croatia in 1971-72, he was imprisoned. 

In the election campaign, Mr Tudjman 
presented himself as “the most Croat" of a^ 
politicians. He has been enormously helpe. 
by Serb hostility. Ironically, as much as any- 
thing else it is the rise of a populist boss in 
Serbia, Mr Slobodan Milosevic, that has 
boosted populist politics in Croatia. The 
clash (or will it be the deal?) between the 
strongmen of Serbia and Croatia looks set 
to shape the future of Yugoslavia. 

At his post-election press conference in 
Zagreb on April 24th, Mr Tudjman was the 
soul of moderation on subjects like his will- 
ingness to work within a Yugoslav confeder- 
ation and to consider Serb interests in Cro- 
atia. This seemed to bear out what his close 
collaborators have been saying all along: 
that, once in power, he would set aside the 
nationalist drum and be ready for compro- 
mise with others in Yugoslavia, including 
Serbia. But Mr Tudjman also left another 
option open. If compromise fails, he has im- 
plied, Croatia would as a last resort be pre- 
pared to break with Belgrade. 
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Russia's most respected newspaper 
is now available in the U.S. 


A FREE COPY IS WAITING FOR YOU! 


For the first time ever, Literaturnaya Gazeta is being translated into English. You can now 
get the Russian view on all the existing events taking place in Russia and Eastern Europe. 

Literaturnaya Gazeta has been publishing news and commentary on political 
and social problems in the Soviet Union since it was founded in 1929. Some in the Soviet Union 
say glasnost never would have come about without the Gazeta s continued editorial support for 
reform. Now with its objective in sight, Literaturnaya Gazeta is taking a leading role in analyzing 
today s events. 

Literary Gazette International is unlike any American newspaper. By its own definition it is 
a literary and socio-political journal. Every article is an in-depth look at its subject, whether a 
feature, or a debate on political policy. À recent issue had an article on a convent in a small 
Ukrainian town, a round table discussion on the dialectics of unity, and an intriguing look at 
whether or not Soviets think the U.S. wants to give them financial aid. Another article reveals 
insights on how Russians view themselves. It says, "We are referred to as a ‘superpower’, but in 
many respects we are still a poor developing country." It continues, "Therefore it is our main 
duty today not only to make an honest assessment of our past and rid ourselves of the vestiges 
of Stalinism in our domestic policy, but also to separate Stalinism from communism in the eyes 
of the world." Nowhere else will you find such open, honest talk published by Russians. 

We are so confident you'll be fascinated with Literary Gazette International from cover to 
cover, that we would like to send you a copy free of charge. Simply call 1-800-776-0662 24 hours 
a day, 7 days a week, and we'll send you a complimentary issue. 


24 hours a day, 7 days a week 


IF YOU LIVE IN THE U.S.A.. 


CALL: 1 -800-776- 0662 


== |F YOU LIVE "OUTSIDE THE U. s. A. 





NOTE: We regret SEND $3.25 TO COVER POSTAGE AND HANDLING TO: 
that requests for 

a free copy without LITERARY GAZETTE INTERNATIONAL 

advance payment of 6989 COMMERCE ST. 

postage, cannot be EL PASO, TEXAS 79915 


processed. U.S.A. 





PERESTROIKA 


HE political and economic revolution in East- 

ern Europe has been so momentous and unex- 
pected an event that at first the natural response is 
not to analyse it but to stand and watch in amaze- 
ment. Indeed, in some ways that is not just the natu- 
ral response but the only proper response. If the ef- 
fort to make sense of what is going on means 
shifting one's gaze and missing a single moment of 
these extraordinary changes, it cannot be worth it. 
Let history wait. Keep those headlines coming. 

In any case, one might ask, what is there to ana- 
lyse? A system of government that was transparently 
corrupt and incompetent has at last been over- 
turned. For the people who have suffered under it, 
there can no question of ever going back. And they 
know what they want instead. With varying degrees 
of difficulty —East Germany, maybe, at one extreme 
and the Soviet Union at the other—the countries of 
Eastern Europe are going to transform themselves 
into market economies with democratic govern- 
ments. Now that the practitioners have confessed 
communism to be a failure, the hard part is over. 
Before long the political turmoil will die down, leav- 
ing only the dismal science of managing the transi- 
tion. In 15 years Greater Europe will be happy and 
prosperous under capitalism. 

With luck that view will prove correct—and 
this sceptical survey will have been a tiresome dis- 
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And now for the hard part 


traction from the celebrations. Unfortunately, how- 
ever, there is a strong chance that the revolution 
which began in 1989 will not just be painful —that 
much is certain—bur that it will go both economi- 
cally and politically wrong. The public repudiation 
of communism by communists, however astonish- 
ing, was in fact the easy part. The hard part is just 
starting. 

To judge how hard, one searches for parallels. 
There aren't any. The socialist countries’ own nu- 
merous attempts at partial reform (which began in 
the 1920s with Lenin's "New Economic Policy") are 
helpful —but, since they failed, only as lessons in 
what not to do. China's success with agricultural re- 
form in the 1980s is important, especially in its les- 
sons for the Soviet Union; but like Eastern Europe's 
earlier reforms, this too was an attempt to make 
communism work better, not to cast it aside in fa- 
vour of western capitalism. 

In recent years many non-ccmmunist develop- 
ing countries have tried to "liberalise"— that is, 
they have freed certain parts of their economies 
from government intervention, and generally less- 
ened the economic role of the state. Such reforms 
have always been difficult, and have often broken 
down altogether. Recent research by economists at 
the World Bank examined every attempt made by 
developing countries since 1945 to liberalise one 
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pect of heir economies—foreign trade. 
Of the 36 such attemipts, only 15 were judged fully 
successful, 
That is discouraging, because much of the ad- 


_ vice that western economists are now giving to East- 


ern. Europe is based on the experience of these 
developing-country reformers. True, through exer- 
cises such as the World Bank's (and countless oth- 
ers), economists have learnt a lot about what works 


in economic reform and what doesn't. Suggestions- 
based on that knowledge can therefore be useful... 
But only up to a point. The fact remains that the - 
> lies far outside the : 





task facing the socialist countrie 
range of any experience. ` 


Reform is too small a wa. | 
When Soviet economists tell you that socialism i is 


the economics of the lunatic asylum (as many now - 


do), they are not joking. Centrally planned econo- 


mies are not just grossly mismanaged versions of - 
market economies, they are an entirely different 
species. Many western commentators have Bie to. 


grasp just how different. 


This i$ not to say that western economics cane 


not explain the way socialism works. Carefully used, 


it predicts the results very well. But the tendency is 
~ to misunderstand the most visible aspects of the so- 
cialist model, to underestimate the importance of its + 
less visible aspects, and to neglect the links that bind _ 
ese misunderstandings are 





the whole together. Th 
compounded by difficulties over vocabulary. Terms 
such as- price, ownership, market, profit, 

credit—used so freely these days in western reports 
ofthe changes—all mean something else to a central 
planner. 

The most obvious. difference between a cen- 
trally planned economy and a market economy is 
that, under central planning, producers are told 
what to produce and how much to charge for it: 
prices and quantities are fixed by decree, rather 
than by the interaction of demand and supply in the 
market. This is a profound difference. But a com- 
mon misunderstanding is to think that this fixed- 
price system works like a distorted version of a mar- 
ket-price system—in other words, that prices still 
act as signals to producers and «onsumers. That 
would have an encouraging implication. Namely, 
that the shortages and surpluses common to all so- 
cialist economies spring from "incorrect" prices. If 
the central planners moved prices closer to their 
free-market levels, these imbalances of supply and 
demand would shrink. 

A main theme of this survey is to argue that that 
is not true, and to highlight the dangers of acting as 


though it were. Briefly, the argument is this. Price 


reform— "getting prices right"—can work only if 
the economy is so constructed that producers and 
consumers change their behaviour when prices 
change. In Eastern Europe, this cannot be taken for 
granted. - 

Soviet-style central planning was not an at- 
tempt to mimic a market system, with prices altered 
up or down according to the central planner's 
aims——higher prices to stimulate production or dis- 


courage consumption, lower prices to do the oppo- 


site. If it had been, price reform would have helped. 
In fact, under central planning most prices are set 
quite arbitrarily—they are mere book-keeping en- 


nals, so changes in prices may have no effect at all 


on what is produced and consumed. That is decided 
on one side by commands issued to producers and 
on the other by entitlements (of various kinds) is- 
sued to consumers. 

Price reform works well on economies with dis- 
torted surfaces but market-based structures be- 
neath, but it will not always work on economies 
with distortions that run deep. The same goes for 
many of the other reforms that western experts are 


urging on their new clients. Ánd the picture is even 


more discouraging than this suggests. Reforms ap- 
plied to the surface might not just fail, but could 


.. well make matters worse. 


To many that will seem alarmist, because an- 
other western misconception is that economies un- 


` der central planning are already working as badly as 


possible. Reforming governments, on this view, 


have nothing to lose. This is wrong. The Soviet 


Union's reforms have so far been too timid, Po- 
land's frighteningly bold, but both countries face at 


least the short-term prospect of further economic 


deterioration. Hungary began its reforms in 1968, 
and has served as a model for the others, the stan- 


 dard-bearer for intelligent socialism. Its economy is 
now in deep trouble, and there is probably worse to 


come. Admittedly, some of the present distress can 
be explained away: the temporary cost of adjust- 
ment, the visible emergence of inefficiencies that 
were previously hidden. But some of the deteriora- 
tion that has happened, and some that is yet to 
come, may be slow to reverse itself. It is the lasting 
result of ill-judged reform. 

The reforming governments hardly need to be 
told that the stakes in all this are formidably high. 
But perhaps some celebrating westerners do. If the 
economics of reform goes wrong, that will be a trag- 
edy in its own right. It would not be the end, how- 
ever, because the politics would then surely turn 
sour as well. It is almost impossible to imagine the 
people of Eastern Europe either choosing or being 
forced to return to communism, such is their anger 
and disenchantment with the system they are aban- 
doning. But there is at least one other choice besides 
liberal democracy combined with market econom- 
ics, and it is hardly more attractive than commu- 
nism. A failed attempt to implant market economics 
could set exaggerated extremes of wealth and pov- 
erty against the familiar background of economic 
decay. That would prepare the way for populist 
authoritarian governments of the traditional Latin 
American sort. 

Those few optimists who earlier argued, against 
the conventional wisdom, that communism would 
be peacefully overturned have been proved 
marvellously right. Perhaps, now that they are shap- 
ing rather than undermining the conventional wis- 
dom, these optimists will be proved right again. If 
so, the socialist economies will soon come to look 
like other western economies. Though the transition 
may not always be smooth, the trend will be clear 
and irreversible. Hope that this will be so. Bur dis- 
mantling communism is going to prove an im- 
mensely difficult task. To a much greater extent 
than is realised, the chances of success will depend 
on precisely how Eastern Europe handles it. - 








A picture of failure 


HE catalyst for Mikhail —Gorbachev's 

perestroika, and thus for the revolution that 
swept through Eastern Europe last year, was the So- 
viet Union's deepening economic crisis. Measuring 
the scale of this failure turns out to be difficult. This 
is not for lack of statistics—anything but. The So- 
viet Union undoubtedly leads the world in the num- 
ber of forms filled in per person. Carefully pro- 
cessed, these yield copious quantities of 
information. In official statistics as elsewhere, how- 
ever, quality counts for more than quantity. 

According to everybody's numbers, the Soviet 
Union's aggregate growth rate has been slowing 
since the 1960s. Chart 1 shows several different se- 
ries for the country's net material product (NMP). 
This is a narrower measure of output than GDP; it 
excludes most services, which Marxists regard as 


Whence Gorbachev 


Soviet economic growth (average annual increase in NMP) 
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"unproductive". The official figures say that NMP 
grew by nearly 896 a year in the second half of the 
1960s, by a little more than 496 a year in the late 
1970s, and by 396 or so in the 1980s. Estimates by 
America's CIA (with an allowance to convert NMP to 
GDP) show the same falling trend, but scaled down 
by one or two percentage points. 

The gloomiest estimates of growth in the Soviet 
Union, and probably the most accurate, come from 
Soviet economists working under the new freedoms 
of glasnost. These figures, too, show a downward 
trend—but running at an even lower level. Thus, 
according to Messrs Grigori Khanin and Vasili 
Selyunin, growth virtually stopped in the mid- 
1970s. In a recent book, Mr Abel Aganbegyan, one 
of Mr Gorbachev's economic advisers, agreed with 
that judgment. And remember that Soviet military 
spending, by most measures, grew substantially in 
real terms during the early 1980s. So if the Soviet 
economists are right, the non-military economy has 
actually been shrinking for years. 


À more scientific approach 


Striking as such figures are, they fail to convey a 
proper sense of the country's economic sickness. 
However well briefed, western visitors to the Soviet 
Union are nearly always shocked by their first trip. 
Conditioned by the idea that the Soviet Union is a 
military superpower, it comes as a surprise to find 
that it is an unusually dreary, middle-income devel- 
oping country. Life in the cities, one learns, is far 
better than life in the countryside; yet life in Mos- 
cow, at any rate, is bleak. The public face of the city 
is relentlessly cheap and nasty. Its roads are pitted, 
its buildings falling apart, its shops empty of goods 
that anybody might want, its people poor and worn- 
down. The foreigner, with his precious hard cur- 





If only reform 
could start from 
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rency; is . comparatively. — well 
. treated. Ya the attitudes bred by a 
“system in which the consumer 
|». counts for nothing show them- 
selves in every small transaction. 
Checking in to one's hotel is 
like visiting the casualty depart- 
«ment of a British NHS hospital on a 
. Saturday night. You are the last 
. thing the staff needs. Or you would 
^ be, if there were any staff. Soon you 


You and an illtimed coachload of 


| ppointment with the one 
receptionist, who is bent over her 
desk filling in forms. Nearly two 
hours Jéter, on reaching the desk, you play your 
strong card: written confirmation ofa pre-paid res- 
etvation should, on the face of it, help. But your 
document (like « every similar document handed in 
by every previous applicant) causes puzzlement and 
anxiety. À telephone call is required. The result is 
inconclusive. However, after further head-shaking 
and sucking of teeth, you are sent away with a ticket. 
On each floor a key-lady sits, ready to swap this 
ticket for a room-key. (One beleaguered reception- 
ist, JO virtually unemployed key-ladies. You know 
that if you let this annoy you, if you even look at it 
head on, Moscow will induce a nervous breakdown 
within days.) Ah, your room-key is not there. Given 
to someone else. A slip-up in the forms. Go back to 
reception, please . . | 

Please? Russians can only dream of such polite- 
ness. Goods are becoming ever scarcer, prices 
(which have not been comprehensively revised 
since the 1950s) increasingly irrelevant. The cost of 
many commodities is how long you are willing or 
able to queue; the number of roubles to be handed 
over is the fine print. The unwritten contract that 
workers have with their bosses allows them to take 
hours off each day to stand in lines. Both aspects of 
the arrangement—the worthlessness of money and 
the time that must be spent scrounging for 
goods—are summed up in the joke that visitors to 
Moscow are told at least once a day: “They pretend 
to pay us, and we pretend to work.” 

Recently McDonald’s, an American fast-food 
company, opened its first Russian establishment, in 
Moscow s Pushkin Square. A hamburger plus acces- 
sories costs six roubles, which is roughly $10 at the 
official exchange rate; more to the point, it is half a 
day's wages for most workers. À queue trails back 
and forth across the square; a wait of four hours is 

typical. An afternoon queueing in the cold to spend 
a morning s pay on a hamburger. That is as good a 
measure of economic failure as any. 

If people see a promising queue, they will join it 
without knowing precisely what they are queueing 
for. The line means there must have been a delivery 
of something worth having. And almost any good 
falls into that category; it need not be something as 
wonderful as a Big Mac. Much of the economy runs 
on barter. Goods of almost any kind are better than 
money. People will buy shoes to trade them later for 
meat, or vice versa. Many enterprises do the same. It 
is not unknown for steel-rolling mills to have a ware- 





Tum, yum: half a day's pay gone 7 








= see that you are not in fact check- - 
ing in, you are applying for a room. - 


perhaps. 50 other applicants queue | 


In "The Waking Giant" 


house full of beef; in due: course: the manager will 
exchange it for petrol, new machinery, office equip- 
ment, whatever. In an economy of permanent short- 
age, access to inputs is the enterprise manager’s ob- 
session. Given any opportunity, resources of every 
kind will be converted into stocks of raw materials 
and hoarded. Across the economy as a whole, ac- 
cording to one estimate, enterprises hold stocks that 
are equivalent to a full year’s production. Surplus 
sits alongside shortage. The waste is colossal. 

Many Russians are as upset about the quality of 

their goods as about the perpetual shortages. Mr 
Aganbegyan again: 
Quality is in many cases terrible. Remember the 1950s. 
Yes, our things were not as beautiful and fashionable as 
foreign ones, but as a compensation many of ours were 
more hard-wearing. . . And how is it now? It is a horrible 
situation: more than 2,000 times a vear colour television 
sets catch fire in Moscow alone. Together with them the 
houses burn. 


| , the British journalist Mar- 
tin Walker quoted a worker in a Lithuanian televi- 
sion. factory, who described the practice of 

"storming "—the rush to meet production targets at 
the end of each plan period in. order to qualify for 


‘bonuses: 


We never use a screwdriver in the last week. We hammer 
the screws in. We slam solder on the connections, 
cannibalise parts from other televisions if we have run 
out of the right ones, use glue or hammers to fix 
switches that were never meant for that model. And all 
the time the management is pressing us to work faster, 
to make the target so we all get our bonuses. 


Cars, household appliances, furniture, clothes, ex- 
ploding televisions—everything is of a visibly and 
often laughably inferior quality. Not just by the 
standards of the rich West, but also by the standards 
of many middle-income developing countries. To 
the man in the street, the Soviet Union looks less 
prosperous than much of the third world. 


Estimates of the socialist countries’ income 


(that is, GDP) per head vary widely. An average esti- 
mate for the Soviet Union would be roughly $5,000 
(about as rich as Portugal, and twice as rich as Mex- 
ico), but guesses range as high as $9,000 and as low 
as $1,500 (chart 2). 

The rest of Eastern Europe has suffered from 
the same economic sickness, though not always in 
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quite such an acute form: the Soviet Union, no 
doubt thanks to its story-telling tradition, certainly 
leads the field in unfavourable anecdotes. Econo- 
mists' calculations usually show Hungary to be a bit 
better off than the Soviet Union, and Poland a bit 
poorer. The lower part of the range looks plausible 
in all three cases. East Germany and Czechoslovakia 
are the richest of the centrally planned economies, 
with guesses for GDP per head ranging from $4,000 
to $13,000 and $3,000 to $10,000 respectively. 
Poor and, at best, getting no richer. Like the 
Soviet Union, most of the other socialist economies 
have seen growth slow or stop in the 1980s. The 
timing and pattern of this decline vary from country 
to country, as do the immediate causes. Poland's 
crunch of the early 1980s (chart 3) was partly due to 
the accumulation of foreign debt during the 1970s. 
This debt financed a heavy investment programme, 
but the economic framework was ill-suited to select 
the right projects. The government kept interest 
rates to domestic borrowers low with open and hid- 
den subsidies; bad planning channelled the re- 
sources to inefficient enterprises, protected from 
both foreign and domestic competition. As a result, 
the capacity to service debt did not improve. The 
worldwide rise in interest rates of the early 1980s 
pushed the country into a crippling recession. After 
a partial recovery between 1985 and 1988 the econ- 
omy collapsed into hyperinflation last year. 
Hungary has faced a milder version of the same 
predicament: slowing growth (chart 3), rising infla- 
tion, mounting foreign debt, dwindling confidence 





The search for decentralised socialism 


LTHOUGH Eastern Europe's economic diffi- 
culties came to a head in the 1980s, the re- 
gion's governments had long realised that their 
economies were chronic under-achievers. Despite 
year after year of squeezing consumption to release 
resources for investment (typically 35-40% of GDP), 
they were unable to maintain their high postwar 
growth rates. 

This prompted bouts of dissatisfaction with the 
central-planning model that was thrust on Eastern 
Europe after 1945: state ownership of all the means 
of production, with resources and products allo- 
cated between enterprises and consumers according 
to a fantastically detailed plan. No economy ever fit- 
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Testing the water: Khrushchev, Kosygin, Kadar, Gierek, Jaruzelski 
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in the currency, and a long spell of political paraly- 
sis. This year a full-blown economic crisis beckons; 
some economists fear a breakdown of Polish pro- 
portions. Although, as is well known, Hungary 
abolished rigid, Soviet-style central planning in 
1968, it never became a market economy. The “so- 
cialist sector" (state-owned enterprises and co-oper- 
atives) still accounts for 8596 of Gpp. Most of the 
country's economic difficulties can be traced to that 
fact. The task of transition to a market-based econ- 
omy is as difficult and as urgent a task for Hungary 
as it is for the rest of Eastern Europe. 





ted that description perfectly, and some of the dif- 
ferences were important. (For irstance, farming in 
Poland stayed rhainly private.) But in the 1950s the 
socialist economies matched the blueprint much 
more closely than western economies have ever 
matched the free-market paradigm. This relative 
uniformity remained true for some time, because 
the earliest attempts at reform were pretty 
unambitious. 

Between the second world war and Mr 
Gorbachev's arrival as leader in 1985, the Soviet 
Union saw four main phases of reform. In 1957 
Nikita Khrushchev proposed the devolution of eco- 


nomic power from the central m:nistries in Moscow 


Socialism has tried | 
to reform itself 
before. It has never | 


succeeded | 
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to new regional economic councils. Starting in 
1965, the year after Khrushchev was ousted, Alexei 
Kosygin reversed that change (though he tried to 
put some measures to restrict interference from the 
centre in its place); the Kosygin reforms also created 
a new system of bonus incentives for enterprises. In 
1973 Leonid Brezhnev merged many enterprises, 
placing them under a single decision-making au- 
thority. By 1979, with the slowdown in economic 
growth painfully apparent, Brezhnev announced 
further reforms which substantially rejigged the 
planning and bonus-paying mechanisms. 

Janos Kadar's reforms in Hungary in 1968 
looked a lot more radical. Decision-making was 
shifted from the centre to the enterprises. The 
"New Economic Mechanism" abolished plan indi- 
cators for both outputs and inputs; the central plan- 
ners would henceforth concentrate on macroeco- 
nomic management, with monetary and fiscal policy 
as the instruments. Enterprises would be free to 
make their own contracts with suppliers and cus- 
tomers, and would be given an incentive to 
maximise profits: a bonus fund to reward managers 
and workers and a development fund to let success- 
ful enterprises retain and invest some of their finan- 
cial surplus. Prices would still be controlled, but less 
rigidly than before. Wages would no longer be fixed; 
instead there would be a system of norms, with pen- 
alties for excessive wage rises. 

That was the intention, at any rate. In the early 
1970s the transition to this new regime more or less 
came to a halt. In 1968 almost no consumer spend- 
ing was at "market" prices. By 1971 the proportion 
had risen to 3496; five years later it was still only 
3595. However, in 1979 a second wave of reforms 
began. This time the focus was on promoting com- 
petition. New forms of small and co-operative enter- 
prise were legalised, restrictions on the private sec- 
tor were lifted somewhat, and teams of workers were 
allowed to take jobs subcontracted to them by 
enterprises. 

For the past three decades Poland's leaders, to 
an even greater extent than Hungary's, have been 
driven by the need to contain popular opposition. 
Periodically they have granted economic reform as a 
substitute for political reform. After strikes and ri- 
ots in 1970, the government of Edward Gierek mod- 





ified the planning and price systems. As in Hungary, 
the reforms gave enterprises an element of flexibility 
in setting prices. As in both Hungary and the pre- 
Gorbachev Soviet Union, they aimed to loosen the 
grip of centrally determined output targets and to 
give producers bonuses and other incentives for 
greater efficiency. The government of Wojciech 
Jaruzelski reinforced the changes with further re- 
forms in the 1980s. 

So attempts to modify socialism are anything 
but new. Despite these efforts, however, all three 
economies continued to see dwindling growth rates, 
rising inflation and worsening shortages. So did the 
rest of Eastern Europe. Repeated attempts at reform 
had failed to reverse the trend of relative (if not ab- 
solute) economic decline. Socialism seemed to resist 
alteration. Perhaps the only way to reform it was to 
overthrow it. 

The extraordinary package of reforms that Po- 
land's new democratically elected government in- 
troduced in January of this year—the Polish "Big 
Bang’ —is the first real departure from the themes 
of the early reforms. Or so it should be. Its designers 
have not merely tried to avoid the flaws in those 
previous programmes, they have tried to avoid so- 
cialism. More of that later. Elements of Mr 
Gorbachev's recent reforms, on the other hand, 
look disturbingly like bolder versions of the policies 
that have flopped in the past. What was the eco- 
nomic logic underlying these earlier reforms, and 
why did they go wrong? More important, have the 
lessons been learnt or not? 


Manage thyself 
Until recently, the thrust of economic reform in 
Eastern Europe was to make socialism work better. 
Few questioned state ownership of the bulk of the 
economy—that seemed the irreducible core of the 
ideology. Accepting this, however, there seemed no 
reason why elements of market economics could not 
be used to achieve greater efficiency. Following this 
line of thought, reformers pointed to the problem of 
giantism (the cult of big is beautiful), and the impos- 
sible demands this put on top managers and the co- 
ordinating ministries. Another source of inefh- 
ciency was the lack of a price mechanism; this 
accounted for the endemic shortages and surpluses. 
Part of the remedy would therefore be to 
decentralise. Push decisions down the hierarchy to 
levels where there was enough specialist knowledge 
for choices to be made intelligently. Many of the 
reforms accordingly tried to loosen the constraints 
of the central plan, and to give enterprise managers 
more freedom to manage. Some went further, and 
partially liberalised prices (mainly for intermediate 
goods). But the reformers saw that even this would 
be insufficient. If all enterprise "profits" were still 
going to be channelled back to the centre, managers 
would lack an incentive to seek greater efficiency. 
Poland and Hungary decided that decentrali- 
sation had to go further. The self-managed enter- 
prise was the answer. The firm's assets would con- 
tinue to belong to the state. But the running of the 
enterprises was shifted to the firm. Poland's ap- 
proach was to organise the workers into workers' 
councils, which then appointed managers. A similar 
structure was also established in Hungary, where 
workers elect "enterprise boards" which in turn ap- 
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point the managers of the firm. 

That dealt with the decentralisation. Next, 
workers and managers had to be given a stake in 
their enterprises' success. Both Poland and Hungary 
adopted systems which let the enterprise divide its 
surplus between a wages fund (which could be used 
to reward the workforce), a development fund (to 
finance extra investment), and payments to central 
government. Those payments might be in the form 
of taxes (levied in various automatic or ad hoc ways) 
and a "dividend" (to reflect the cost of capital em- 
ployed). These changes did not arrive all at once, 
but by the end of the 1980s most of the state-owned 
enterprises in Poland and Hungary were self-man- 
aged along these lines. 

Ownership remained, and remains, overwhelm- 
ingly with the state—despite further reforms to per- 
mit the creation of private and co-operative enter- 
prises. Many new businesses did start up in response 
to those changes. Hungary's "secondary economy" 
of small private businesses and co-operatives grew 
especially fast. It provides mainly part-time employ- 
ment for a large part of the workforce. Teams of 
builders on state construction projects, for instance, 
often contract to work extra time for a fixed fee. If 
you include small farmers in this secondary econ- 
omy, it is reckoned to provide at least some income 
to two-thirds of Hungary's families. Especially in 
Hungary, therefore, the new private sector matters a 
lot for household income and employment. 

In recent months, Poland and Hungary have 
been discussing plans for large-scale privatisation. 
No wonder. After 20 years of what outsiders re- 
garded as market-oriented reform, more than two- 
thirds of Hungary’s work-force was still employed by 
the state—either in the bureaucracy or in a state en- 
terprise. In 1987 the gross value of the assets in 
Hungary's economy was divided as follows: state en- 
terprises, 52%; ministries, 20%; private housing, 
17%; co-operatives, 9%; private enterprise, 2% 
(chart 4). In both Poland and Hungary, despite the 
new private businesses, the state had preserved its 
virtual monopoly of the capital stock. 

That is an important qualification. Yet the re- 
forms to date, it might seem, had still done enough 
to let market forces begin to work. Yes, up to a 
point. The reforms made a difference. Hungary's 
shortages have never been anything like as bad as 
the Soviet Union’s; Budapest is a much more pros- 
perous city than Moscow. But the recent plight of 
both Hungary and Poland shows that decentralised 
socialism, in the end, failed. Evidently, something 
was missing. 


Battling the bureaucracy 


One problem, undoubtedly, was a lack of will to 
make the changes work. Decentralisation puts the 
jobs of officials in the planning bureaucracies at 
risk. They have every reason to resist it or, failing 
that, sabotage it. Traditions of governance greatly 
help in this. Rules and systems as practised in East- 
ern Europe are rarely the ones written down. Each 
layer in the bureaucracy can do its bit to frustrate 
reform. By the time instructions to enterprise man- 
agers have filtered down from Moscow to Irkutsk, 
say, they may look surprisingly like the instructions 
they were intended to replace. 

On top of that, the enterprise managers may 
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Who are they working for? 


themselves be uncomfortable with change. Central 
planning, though crazy, is reassuring. Managers 
who are used to being told what supplies they can 
expect, and how much of what to produce for 
whom, must find it unsettling to be allowed to de- 
cide these things for themselves. And overlapping 
episodes of partial liberalisation—the favoured 
approach—are in some ways most unsettling of all. 
Enterprises still have targets to meet and supplies 
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allocated for the purpose; now, alongside that, they 
must act like free agents. But where are they to get 


the extra supplies? Often, produc- 
ers trying to use their new freedom 
have been forced to act illicitly. 

Examples from the Soviet 
Union illustrate both points. After 
an initial attempt to pursue efh- 
ciency through more rigorous 
forms of central planning, Mr 
Gorbachev's reforms looked to the 
Hungarian decentralisation model. 
In a series of measures, but espe- 
cially in the law on state enterprises 
of 1987, the government reduced 
the number of centrally planned 
targets and indicators, and allowed 
enterprises to engage in “wholesale 
trade” with each other. (Previously, 
they had had to deal almost exciu- 
sively with their ministries.) Other 
reforms, notably the law on co-op- 
eratives of 1988, aimed to foster the 
growth of a small-business sector 
that would be free from day-to-day 
interference by the state. 

The law on state enterprises 
was a near-total failure. The gov- 
ernment had envisaged that by 
1990 orders from the central minis- 
tries would have dwindled from 
10096 of the enterprises' output to 
40%; the rest would be sold in 
wholesale trade among the produc- 
ers. In fact, central orders still ac- 
count for roughly 9096 of the enter- 
prises’ output. As far as most 
enterprise managers were con- 





Still in command 


Measures of the state's role in Hungary 
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cerned, almost nothing had changed. 

Partly, the law itself was to blame. It was ambig- 
uous. It wanted managerial independence and cen- 
tral control to work side-by-side. As a result, the ex- 
isting channels of ministerial control were left 
intact. Success or failure rested with ministerial offi- 
cials, who could neutralise the reform merely by is- 
suing as many state orders as before. A centralising 
tendency in Mr Gorbachev's thinking aggravated 
this problem. The leadership continued to call for 
drives to improve quality here and raise output 
there. If such pleas were directed at anybody, it was 
at the economic ministries. The law expected them 
to intervene less, but Mr Gorbachev seemed to be 
asking them to achieve more. 

The failure to expand wholesale trade 
jeopardised the second strand of reform—the law 
on co-operatives. If most of the state enterprises’ 
output was accounted for by central orders, the co- 
operatives were going to have trouble finding ma- 
terials. This put would-be manufacturers at a great 
disadvantage, forcing many of them into transac- 
tions that were on (or beyond) the borderline of ille- 
gality. Non-manufacturing co-operatives (restau- 
rants, hairdressers, traders) were better off. They 
could get most of what they needed from fellow 
small traders gathered in the new “private” mar- 
kets. But all such co-operatives still suffer from an 
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uncertain legal status. Questions of ownership and 
contract remain obscure. This is a powerful brake 
on their growth. 

The co-operatives’ marginal legal status and 
their notoriously steep prices (for many goods, four 
or more times higher than state prices) reinforce the 
popular notion that the small businesses are a dis- 
reputable lot. Many Russians think that the new 
market-traders get their supplies by bribing officials 
with access to the goods they want. The markets are 
undoubtedly useful for getting rid of stolen goods, 
which is handy because in the Soviet Union pilfer- 
ing is rife. To the extent that these suspicions are 
true, the co-operatives' economic usefulness is lim- 
ited. They are not adding to total supply, but are 
simply extracting the profit (economists would call 
it the "rent") granted by their superior access. 
Against that, goods in short supply are bound to 
attract premium prices, especially when the suppli- 
ers are forced to operate in a commercially risky 
environment. And a lot of the resentment aimed at 
co-operatives is simple envy. 

Despite the difficulties, the new businesses are 
thriving. In the first half of 1989 the total number of 
co-operatives in the Soviet Union almost doubled, 
from 78,000 to 133,000 (chart 5). So, by any stan- 
dard, Mr Gorbachev's law on co-operatives has 
been a greater success than his law on state enter- 
prises. But it, too, illustrates the risks in half-hearted 
reform. Partial price liberalisation vents the distor- 
tions in the system without tackling them at source. 
That stirs popular discontent—and gives the bu- 
reaucracy the excuse it needs to resist further 
reform. 

Throughout Eastern Europe, decentralisation 
has been a great disappointment to socialist reform- 
ers. The Soviet Union's experience since 1987 high- 
lights the risk that bureaucrats will be able to stifle 
change. But that cannot be the whole reason. Un- 
happy bureaucrats notwithstanding, the reforms in 
Poland and Hungary did manage to give enterprises 
substantially more autonomy—even if the change 
was less dramatic in reality than on paper. Despite 
that increase in autonomy, and hence in the play of 
market forces, the reforms failed. The idea of 
decentralised socialism seems to have a more funda- 
mental defect. 
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MHE decentralising approac ekis not one funda- 
mental defect, Either of them by itself 
would have crippl forms. Together, they in- 
teract. powerfully | uarantee failure. First, as 
put it, is the question of 
j the related i issue of the 
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free to sell their assets. They are 
erested not just in the income their as- 








UC sets generate, but also in their market value. If they 
TET own shares in a. business, the value of this asset will 


partly reflect the managers' plans to maintain or im- 
prove its physical capital. If the managers stopped 
investing in order to maximise short-term profit, 
the market value of the enterprise would soon be 
marked down. Now it is true that many economists 
and businessmen complain about the short-termism 
of western financial markets. They are almost cer- 


.. tainly right: inflation, taxes, uncertainties about 


government policy and other factors all tend to 
make businesses short-sighted about investment. 
But this bias is nothing compared with the distorted 
vision of the self-managed socialist enterprise. 

. Workers in the socialist enterprise have’ no 
shares to sell. So they have no interest at all in the 
value of the enterprise, as opposed to its current in- 
come. Moreover, their interest in the income is inse- 
cure: if they leave the firm (on retirement, or be- 
cause of illness or some other reason) they cannot 
cash in the value of their forgone share of future 
profits. Equally, if the enterprise expands its labour 
force; the existing workers' share of profit will be 
reduced. One obvious drawback of these arrange- 
ments is that labour is immobile: workers resist new 
recruitment. Another, more damaging, result is a 
powerful incentive for the worker-managers to in- 
crease current earnings at the expense of 
investment.  . 

. Asatule, the desire to keep the enterprise run- 
ning will act as a partial check on this desire to hog 
all the income—but suppose the workers suspect, as 
many now do, that some future restructuring will 
put them out of work. It will then be in their inter- 
ests to decapitalise their firm. Worn-out machinery 
will not be replaced, buildings will be left unre- 
paired, the enterprise will be hollowed out while the 
workers extract as much capital as they can in the 


form of income for themselves. In this way, fears ofa _ 


restructuring might cause enterprises to destroy 
themselves. 

Against this background, allowing a bit of true 
private enterprise (that is, privately owned enter- 
prises) can have an unintended result: "spontane- 
ous privatisation”. 
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| Why markets need capitalists 


It works like this. Enterprise 
managers sell their firms’ stocks and lease the assets- 


(at a nominal fee) to a newly established private 
company. In return, the new owner rewards the 
managers with stock in the new private company, 
highly-paid jobs or both. By this manoeuvre, the 
managers and the new private-sector collaborators 
acquire the value of the firm for themselves. Some 
would say "steal". This has already happened to 
state enterprises in Hungary, where the new private 
owners have typically been foreign joint-venture 
partners. Understandably, the practice is causing 
great controversy. The answer is not to bar private 
enterprise, but to reform the self-management sys- 
tem that causes this sharp conflict of interest. 


Now throw money at it 


The first defect of decentralised socialism is, so to 
speak, the ownership gap. But now suppose that the 
worker-managed enterprise can borrow, and keep 
on borrowing, without fear of ever going bankrupt. 
This at once removes any constraint on the work- 
ers. desire to pay themselves higher wages. It also 
removes the penalty for inefficiency, so shirking and 
absenteeism will rise. And it may cause the invest- 
ment problem to bounce to the opposite extreme. 
The workers' best bet now is for the enterprise to 
spend as much as it can on physical capital, pro- 
vided only that (as is often the case) additional in- 
vestment directly secures additional borrowing. The 
investment need not be commercially sensible. It al- 
most certainly will not be. As long as it adds to the 
pool of material that can later be drained to pay 
higher wages, it makes sense to the worker- 
managers. 

The underlying inefficiencies of the selfman 
aged enterprise—in investing, wage-setting and 
recruitment—actually make copious supplies of out- 
side finance essential. Without this finance, the 
firms are likely to run themselves into the ground. 










Ownership is the 
key to reform 



































































































































































| The trouble is that w 
These, broadly speaki 








slightly complicates the picture is the subtlety and 
variety of the different ways in which the enterprises 
are given access to finance. These are worth study- 
ing in more detail. They are the core of the problem 
facing Mr Gorbachev and the other reformers of 
socialism. 

To describe the financial environment d the 
socialist enterpríse, one Hungarian economist, Mr 
Janos Kornai, coined the term "soft budget con- 
straint”. (Forgive the jargon. It will earn its keep.) 
The budget constraint of any individual or firm, re- 
gardless of the economic system, is the maximum 
amount that can be spent in any given period. It is 
the sum of income, accumulated savings and the 
supply of external finance. Firms in capitalist econo- 
mies have fairly "hard" budget constraints: their 
spending is limited to their own resources plus bor- 
rowing on commercial terms. Why! Mainly because 
the boundary between the state and the private sec- 
tor is sharply defined. In Eastern Europe there has 
been no such boundary. Its enterprises have there- 
fore had other options. 

Mr Kornai lists four main ways in which a bud- 
get constraint can be softened. In principle, the list 
applies both to capitalist and state-owned 
enterprises—but in each case it is easy to see why 
socialism is softer. 

e lf the enterprise can drive its prices higher, it can 
always make good any shortfall of income. Socialist 
enterprises use this first method in different ways. 
Under rigid central planning, with prices fixed by 
the relevant ministry, the manager can complain 
that he needs higher output prices (or lower input 
prices) to discharge his obligations to the plan. Min- 
istries will often oblige. Under decentralised social- 
ism, as under capitalism, managers have more free- 
dom to set their own prices—provided the market 
will let them. Competition restrains the capitalist 
firm, but many socialist enterprises are monopolies 
or near-monopolies. According to one study, in 37 
out of 62 Hungarian industries, three firms produce 
more than half of the total output. Especially if they 
act in concert (which they often do), such firms can 
readily push their prices up when necessary. 

@ Firms in trouble might receive subsidies of many 





- dif erent sorts. These can 


ecome money pits. . 
geted or general, ranging from grants to fi 


king, are the incentives that `- 
face the selfmanaged socialist enterprise. What 








spe- 
cific new investment projects, through payments to 
help the firm raise its overall investment spending, 

to permanent systems of subsidy intended to cover : 
recurring long-term losses. Typically, the socialist 
enterprise receives a few of each. In Poland, for in- 
stance, explicit subsidies alone ran at roughly 10% 
of Gpp through the 1980s—about as much as-the 
profit after tax of the entire state sector (chart 6). 

e The tax system might’ be soft—that is, taxes 
might be used to give financial relief to struggling 
enterprises. Western tax codes do the same, up to a 
point. To some extent they are bound to penalise 
success and cushion failure, in the sense that tax 
bills vary with profits. But in most socialist countries 
the tax code itself is infinitely flexible, and can 
change on a ministerial whim. Enterprises in trou- 
ble can get the tax rules or rates changed to help 
them out (the authorities might grant postpone- 
ments or outright exemptions, for instance), while 
enterprises that are doing well might be hit by ad 
hoc demands for more. 

@ The credit system might be soft. This, too, covers 
a range of practices. Loans granted in the expecta- 
tion that they will not be repaid are an extreme case, 
but any credit extended without due regard to the 
enterprise's prospects would qualify as "soft" 

Loans at negative real interest rates are a particular 
favourite. Enterprises need not always ask for credit. 
They can seize one particular form of it by refusing 
to pay their suppliers on time, or at all. Socialist 
economies offer little in the way of legal remedy to 
the unwilling creditor. Anyway, the creditor will not 
be unduly worried if its own budget constraint is 
soft. Inter-enterprise credit of this sort is extremely 
common in Poland and Hungary. When it happens 
on such a large scale, it greatly increases the pressure 
on the government to keep all loss-making enter- 
prises afloat. The fear is that one bankruptcy might 
start an unstoppable chain reaction of further 
collapses. 


Did somebody say incentive? 

There is some striking evidence on the soft budget 
constraint at work. Mr Kornai calculated, for Hun- 
gary s industrial state enterprises in 1980, the cor- 
relation between (a) initial profitability and (b) 


Poland's subsidies 
As % of GDP 











profitability after taxes and subsidies. The lower the 


correlation, the bigger the effect of the state's taxes 
and subsidies—that is, the softer the budget con- 
straint. It is, alas, all too credible. Astonishingly, he 
found that the correlation was almost exactly zero. 
In other words, initial profit or loss was entirely 
neutralised, on average, by taxes and subsidies. And 
note that this calculation probably underestimates 
the softness of the budget constraint, because it ig- 
nores two of the channels discussed above: pricing 
and credit. So much: ketsocialism. —— 
More recently, Mr Mark Schaffer of Sussex 
University has done similar research on Polish en- 
terprises in the 1980s. Did decentralised socialism 
work the same way in Poland as in Hungary, intro- 
ducing market force only to smother them? Yes. 
Chart 6 on the previous page shows Mr Schaffer's 
results for 1988. Ta es and subsidies reduced the 
returns on capital ín the fuel and energy industry 
from 3496 to 3%; they reduced the returns of the 
electro-machinery industry from 16% to 7%; and 
they turned the food industry's loss of 996 into a 
ue of 796. Dividing up his sample of enterprises 
























p another way, Mr Schaffer looked at all the loss-mak- - 


ing firms, regardless of industry. On average, their 
initial loss was a massive 2696. After taxes and subsi- 
dies, the same firms showed an average profit of 596. 

The absurdity of decentralised socialism shouts 
out from these numbers. The idea was to provide 
market incentives for greater efficiency, to create 
signals that would show which industries should ex- 


pand and which contract. But the system as it oper- 


ated ensured that the enterprises’ income bore no 
relation to their original profitability: hence no 
signal. 

Moreover, government intervention did not 
stop at shuffling profits and losses. To deal with the 
tendency of workers and managers to pay them- 
selves too much and invest either too much or too 
little (depending on the circumstances), govern- 
ments had to issue detailed instructions on both 
points. Mr Kornai estimates that in the 1980s only 
about 2096 of the investment of Hungary's state- 
owned enterprises was decided at the level of the 
firm: the government did not merely set totals, it 
chose the investments. Similarly, to deal with the 
reluctance of the self-managed enterprise to take on 
new workers, the governments of both Poland and 
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Hungary have intervened heavily in recruitment. 
The result, by the way, has been chronic 
overstaffing throughout both economies. 

One reply to all this might be that the reformers 
could hardly leave the enterprises to enjoy their 
profits or suffer their losses, as the case may be. 
Those profits and losses reflected monopoly power 
and other distortions as much as efficiency or the 
lack of it. Quite. The introduction of market forces 
through decentralisation is a waste of time unless 
the business environment fosters the right kind of 
response. To do that, it must provide two things. 
First, private ownership of capital. Second, hard 
budget constraints, which in turn require compe- 
tition, strictly limited taxes and subsidies, and credit 
only on commercial terms. 

If either of these ingredients is missing, reform 
is going to end in tears. To see this, suppose that the 
reformers had not just loosened the grip of the cen- 
tral plan, but had also broken up the new self-man- 
aging enterprises into smaller competing firms. 
That would certainly have been a closer approxima- 
tion to a western market economy. But still not close 
enough. The self-managed enterprises, lacking a 
capitalist owner with an interest in the value of the 
firm, would still have been grossly inefficient in in- 
vestment, wage-setting and recruitment. These in- 
efficiencies would again have made the soft budget 
constraint a requirement for the system to keep go- 
ing. Competition between the enterprises would 
have shut off one channel of financial relief (mo- 
nopoly prices), but that would have left three more. 

So it is no accident that decentralised socialism 
failed. An improved, competitive version of it 
would have failed too, though maybe not quite so 
abjectly. Capitalism without capitalists just won't 


. wash. 


And then came inflation 


Unfortunately, you have not quite finished with 
problems created by the soft budget constraint. As 
well as sustaining microeconomic inefficiencies on a 
crippling scale, it has caused worsening macroeco- 
nomic instability: rising inflation (see chart 7 below) 
and widening external deficits. Lately, these worries 
have become so urgent that the reformers are in- 
creasingly preoccupied with macroeconomic stabil- 
ity rather than microeconomic progress. In fact, 
































































































































| Governments are 
pact ee to 














T pes inflation as appeared to be a by-prod- 
uct of reform. ^ Since Hungary began its 


decentralisation programme in 1968, inflation has 
drifted upwards from an annual average of between 


196 and 396 to the present 2096, and further rises 


are in prospect. Poland's experience has been far 


worse. The reforms of 1981-82 caused a (deliberate) 
doubling of prices in 1982; inflation fell back to an 


annual rate of 15% or so in the mid-1980s, but then | 


began to accelerate again. Last year Poland saw full- 
blown hyperinflation, with prices rising at four-digit 
annual rates. The Soviet Union's inflation rate has 
been on the rise since Mr Gorbachev took the wheel 
in 1985, according both to official estimates and to 
the better guesses of outsiders. Russian economists 
fear a further rapid acceleration. - 

At first sight, this is hardly surprising. Shortage 
is a problem in all socialist economies. Before re- 
form, prices are not allowed to rise, so demand con- 
tinues to exceed supply. The excess demand is ra- 
tioned by quantity (that is, by means of queues and 
waiting lists) rather than by price. In this way, infla- 
tion is repressed. Moreover, a by-product of the 
empty shelves is that consumers hold more of their 
income than they would like in the form of cur- 
rency. This i is purchasing power in reserve—the no- 
torious “monetary overhang”. One official estimate 
of the Soviet Union’s monetary overhang puts it at 
170 billion roubles, or nearly half of all the savings 
in the economy. When prices begin to be freed, this 
purchasing power floods back into the economy, 
adding to the upward pressure on inflation. 

And yet higher inflation is not the automatic 
outcome of price reform. Prices must undeniably 
rise relative to wages in order to eliminate the short- 
ages, but this could be achieved with a once-and-for- 
all increase. If prices carry on rising, indeed at an 
accelerating rate, it can only be because something 
has gone wrong with macroeconomic policy. 

At this point students of the economics of infla- 
tion encounter a puzzle. Persistent high inflation re- 
quires an expansion of the money supply. In most of 
the countries that suffer from chronically high infla- 
tion, the engine for this monetary expansion is the 
public sector's budget deficit—the gap between its 
spending and its income. Unable to finance their 
deficits entirely through borrowing, governments 
“monetise” them instead. They bridge the gap by 
printing money. The puzzle is this. Socialist econo- 
mies often appear to have small budget deficits. 

Between 1980 and 1988 Poland’s fiscal deficit 
was nearly always less than 2% of Gpp (chicken-feed 
by Latin American standards); the deficit was just 
0.3% of GDP in 1988, the year before hyperinflation 


e he soft budget constraint, the "arrived. Hungary has had less troub 






so far (though that may soon 'change); by co 
cidence its fiscal deficit in 1988 was also 0. 396 of 
GDP, the same as Poland's. The Soviet Union’s fiscal 
deficit, in contrast, already looks alarmingly large. It 
increased from 3% of Gpp in 1985 to 10% of Gb» 
last vear, though it is expected to fall to 696 in 1990. 
The answer to the puzzle is that these 
unamended measures of the fiscal deficit exclude 
important categories of disguised spending. To cap- 


ture the government's influence on the money sup- 


ply, it is essential to include any spending that in- 
creases (a) the circulation of roubles among the 
population or (b) the credit balances of enterprises 
at the state bank. 

This brings things back to the soft budget con- 
straint. Credit subsidies—open or hidden—are 
simultaneously both a fiscal and a monetary expan- 
sion. If the state banks increase their lending to dis- 
tressed enterprises on demand, or if they lend at 
subsidised interest rates, or if they relieve the for- 


eign-exchange losses that enterprises have incurred — 


on earlier overseas borrowing, the effect in the end - 
is the same as printing more currency. In other 
words, it is not enough to reduce the deficit of the 
"government"; the deficits of the enterprises and 
the banks matter just as much. 

So the sequence runs like this. Enterprises are 
bound to be badly run because capital has no repre- 
sentative in the system. The soft budget constraint 
accommodates that inefficiency partly by shifting 
the enterprises’ losses to the banking system: the 
banks are required to grant soft credit more or less 
on demand. In due course the losses move again to 
the central bank, where they are financed by the 
printing of money. This hidden flow of public fr 
nance is huge. In 1989 the central banks of Poland 
and Hungary each had accumulated losses equiva- 
lent to 30% of GDP. | 

The price-reform element in decentralisation is 
bound to give the inflationary spiral a powerful ini- 
tial spin. But what keeps it going is what happens 
after that. Worker-managers resist the fall in real 
wages that the price reforms entail. They pay them- 
selves more. If they are monopolies, they can recoup 
their wage increases by raising their prices, and the 
inflationary spiral is away. If they cannot do that, 
they can cover their wage increases with subsidies 
and borrowing. The inflationary spiral is away 
again, thanks to the resulting monetary expansion. 

Thus, even decentralised socialism—socialism 
plus market forces—is inherently prone to micro- 
economic inefficiency and macroeconomic instabil- 
ity. What makes reform so hard is that the micro- 
mess cannot be separated from the macro-mess. 
Each is the result of the same underlying process. 


* 








Reform in the 1990s 


& A ANY economists in Eastern Europe have 
learnt from their countries’ earlier, unsuc- 





Ss attempts at change. They understand that 
< more radical reform is going to be needed. The poli- 


cies now under discussion are full of impressive ref- 
erences to private ownership, stockmarkets, com- 





mercial-banking systems, competition in industry, 
monetary policy and the rest. 

Yet in many cases it remains unclear what gov- 
ernments ded have in mind. ' must ha 
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2 What do the following mean for you? 
+ The Soviet Union's high and rising levels of foreign debt 
+ GEMU (German Economic Monetary Union) 
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international Agro- -Industrial Fair 
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e Various channels for distribution and 
marketing of goods throughout Poland 


e Exhibition space at the International Fair 
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Our young, flexible 
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e Anestablished network of contacts in Poland 
and abroad 
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EFE to privatise your industries? We | must 


make our banks independent, they say. Yes indeed. 


But what about the dud loans that already choke 
their balance sheets? And what happens when thou- 


sands of Vans Pea a bust for lack of soft 




















encouraging di $ T 
of incus to ted on to the brain-dead so- 
popular such suggestion 
-a currency that is con- 


ternational trade. The 


Soviet Union. is being urged to estab- 
lish a parallel would be fully convert- 
ible; hard.. .valutny roubles, or 
chervonets, a taste) would circulate 
alongside the. ble and, in some propos- 
als, be backed dea, which seems highly 


confront the Russian economy with 
et prices for internationally traded 
|. goods, and to give Russians a more stable home for 
a their purchasing power. 
Look again. The existing rouble is not merely 
inconvertible i in foreign trade, it is inconvertible in 
domestic trade. Money in the Soviet Union circu- 
lates on two entirely separate "circuits" — personal 
holdings of currency and savings accounts, and en- 
terprise balances at the state bank. Each sort of rou- 
ble can be used only for certain sorts of transaction. 
Domestic convertibility of the currency (which most 
economies take for granted) clearly ought to take 
priority over international convertibility. The 
present problems of illicit arbitrage between the two 
monetary domains would only be aggravated by in- 
troducing a third. 

That aside, creating a hard rouble would be ex- 
tremely risky against a background of fiscal and 
monetary expansion. The Soviet Union finances 
the deficits of the government and the state enter- 
prises, in the end, by printing roubles. In effect, in- 
flation (either open or repressed) is being used as a 
tax. If the government puts a hard currency in cir- 
culation. alongside its present soft one, people will 
want to hold fewer soft roubles. In other words, the 
government's tax base will shrink. Yet the govern- 
ment will need to carry on printing soft roubles.to 
finance its deficits. An expanding money supply will 











meet a shrinking money oe The outcome is 
that the inflation rate for soft roubles will rise, and 
the exchange rate against the hard rouble will crash. 
So people will want to hold even fewer soft roubles. 

And so on. The economy may move to hyper- 

inflation in soft roubles, as the old currency i is aban- 

doned altogether. E 

Wouldn't that be a good thing? No, not auton : 

the government had eliminated its deficits in e s 
meantime. For if the deficits were still there, the — 
government would now have no choice but to start _ 
inflating the new currency, and the whole sick pro- 
cess would start afresh. This is not textbook 
theorising. Latin America has seen it happen again - 






and again. Gimmickry such as the parallel rouble - 
offers no real alternative to the more painful busi-- 


ness of establishing internal financial discipline. As 
that is done, domestic príces can be freed, so that in 
due course the existing rouble will no longer be 
soft". From there, international convertibility 
could follow quite naturally. | 


Some improvement, must do better — 

The desire for the easy fix goes hand-in-hand with 
the ready acceptance of any partial liberalisation as- 
"progress". So one needs to be sceptical about some 
of the apparently pro-market reforms that have re- 
cently happened, or are now being promised. 

Take the crucial question of ownership. The re- 
formers in Poland and Hungary are keen on privati- 
sation. Until recently, however, Hungary not 
merely tolerated but encouraged. spontaneous pri- 
vatisation (the transfer of an enterprise’s value at 
the initiative of its managers). This reflected the en- 
thusiasm of many officials for foreign capital. Hun- 
gary has seen a boom in joint ventures with foreign 
partners (chart 8); and many of these deals have pro- 
vided the finance for spontaneous privatisation. 
Since March 1st a new agency has been trying to 
regulate the process, but much damage has already 
been done. The sight of a managerial privilegentsia 
enriching itself at everybody else's expense may 
have undermined support for liberalisation in gen- 
eral. The Democratic Forum, the winner in this 
month's elections, wants more privatisations, but i is 
equivocal about their form and timing. — | 

Poland's government saw the pitfalls sooner. 
The Polish term for spontaneous privatisation is 
uwlaszczenie nomenklaturalne (privatisation by the 
elite) The government acted promptly to stop it. 
Officials are as keen as ever to sell off state assets, 
but now insist that the state must reassert its owner- 
ship of the enterprises before they are sold. Planned 
new privatisation laws are intended, in effect, to 
renationalise the enterprises as a first step. After 
that, the firms can be broken up into units of a com- 
petitive size before being sold off. Some of the 
shares might go to the firms’ workers, perhaps on 


preferential terms. And some might go to overseas 


investors, though the government is wary about sell- 
ing assets too cheaply. Above all, officials say, there 
must be no doubt about where ownership really lies. 
They talk openly about breaking the grip of the 
workers’ councils, and see this move as a precon- 
dition for successful. privatisation. They are 
right—but they have already found that doing it is a 
lot harder than saying it. 

. Despite ever bolder declarations of faith in mar- 
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20 SURVEY PERESTROIKA 


ket economics, the Soviet Union's leaders still pre- 
fer to talk of razgosudarstvlenie (denationalisation) 
rather than privatisation. Non-socialist ownership 
does not always have to mean fully private owner- 
ship, they insist: co-operatives, leasehold arrange- 
ments and so forth are all worth pursuing. Simple 
capitalism still makes the leadership uncomfortable. 

Getting ownership right, this survey has argued, 
is one of two preconditions for making markets 
work properly. The other is financial discipline: the 
problem of the soft budget constraint. Here, as on 
ownership, many officials talk a good fight. That 
will not be enough. 

By now, every selfrespecting reformer can 
point to cuts in subsidies—even the Soviet Union. 
Hungary has made its enterprise-tax system less elas- 
tic. Poland, which boasts the deepest cuts in subsi- 
dies, also plans a more neutral tax system. All of 
which is praiseworthy. But little will be gained by 
closing the tax and subsidy channels of financial in- 
discipline if enterprises can open the taps of monop- 
oly pricing and soft credit. Again, many reformers 
understand the danger. Officials in Hungary and 
Poland stress the importance of competition and an 
unforgiving credit regime, and in the Soviet Union 
they speak of the “self-financing” enterprise. Again, 
so far, it is just talk. 


The brave... 


In other areas of policy, as of recent months, that is 
certainly not so. Indeed, if courage alone could de- 
cide the outcome, Poland's Solidarity-led govern- 
ment would surely succeed. The reforms of its Big 
Bang on January Ist were incredibly bold. Mr 
Leszek Balcerowicz, the deputy prime minister in 
charge of the economy, devalued the zloty by 30%, 
pegging it at what had been the black-market rate of 
9.500 to the dollar. He trebled the price of coal, 
freed most other prices, and cut subsidies left and 
right. To stop workers in the worker-managed firms 
cushioning themselves with big pay rises, he put 
tight controls on wages; an anti-market measure, 
but a necessary one. 

Mr Balcerowicz had hoped for a month-on- 
month inflation rate of 5096 in January, rapidly fall- 
ing to price stability through the spring and sum- 
mer. Prices rose 8096 in the first month of the plan, 
but then inflation did indeed fall sharply. Mean- 
while, thanks to the drop in demand caused by deep 
cuts in real wages, the queues have vanished. In all 
this, the government has confounded its critics. Its 
big worry, though, is output. Poland has not con- 
trived the “rational-expectations shock" of eco- 
nomic theory—the idea that a fully expected fall in 
inflation will have no effect on the "real" economy 
of production and jobs. Industrial output in Febru- 
ary was 30% lower than a year before. Firms are cop- 
ing with the collapse in demand by cutting produc- 
tion as well as by restraining prices. 

Enterprise managers have seen their order- 
books evaporate. They are running on credit from 
their suppliers, and in turn are having to give credit 
to their remaining customers. This unaccustomed 
squeeze has already worked wonders on shop-floor 
discipline. Many managers report stunning falls in 
sick leave and absenteeism. Over the coming weeks, 
however, the government will have to watch many 
of these firms go under if its policies are to succeed. 
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Part of the legacy of socialism is that firms which 
might have been viable in the longer term will have 
to be allowed to fail in order to establish financial 
order. Unemployment, a new experience for Poles, 
is already rising, but the real crunch will come when 
the rise in inter-enterprise credit begins to finds its 
way into the banking system. At that point, the gov- 
ernment will have to say no. 

Surprisingly, in the debate about the 
Balcerowicz plan that is raging inside and outside 
Poland, few question the radicalism of the mea- 
sures. The government has retained its popularity at 
home because it can (rightly) blame the present dif- 
ficulties on the regime that went before. However, 
some economists question whether it was sensible 
to devalue the zloty so sharply—to the point where 
the currency seemed massively undervalued in 
terms of international purchasing power. The gov- 
ernment replies that this initial undervaluation has 
already been eroded by inflation since the start of 
the year. A pegged exchange rate was necessary to 
stop inflation, and the chosen rate had to be sus- 
tainable, at least through the early part of the pro- 
gramme. So the initial devaluation had to be steep. 

The main doubt is whether it was right to do 
everything at once. Again, Mr Balcerowicz has two 
good answers. First, the government has only so 
much time to make the first fruits of reform visible; 
a short, sharp shock is more likely to be tolerated 
than a long and troubled period of transition. Sec- 
ond, the government was confronted with the fact 
of hyperinflation. A strong anti-inflation pro- 
gramme was therefore indispensable, denying Mr 
Balcerowicz the option of a more gradual approach. 

All that makes sense. Yet if you ask the question 
that this survey has stressed—are market forces be- 
ing set loose in an environment that will let the 
economy respond?—the reluctant answer is no, not 
really. Not yet, anyway. Mr Balcerowicz has taken 
decisive action on the government’s budget deficit. 
That was immediately necessary for anti-inflation 
purposes, and is at the same time essential for finan- 
cial discipline. But prices were decontrolled before 
the government had implemented its plans to break 
up monopolies or to renationalise and then sell off 
state enterprises. 

The government may come to regret this. The 
delay in settling the ownership question, and the 
continuing problem of monopoly power, will make 
it much more difficult to harden the enterprises’ 
budget constraints. And if that cannot be done, this 
brave programme may soon fall to pieces. 


... and the confused 
Despite the efforts of Mr Leonid Abalkin, deputy 


prime minister for economic reform, the Soviet 
Union still lags far behind Poland. This is not for 
lack of debate or fervent resolutions to do better. In 
the second half of 1989, strikes and mounting criti- 
cism of the leadership in the Congress of People’s 
Deputies (the new super-parliament) forced an ur- 
gent reappraisal of perestroika. Officials analysed 
their earlier failures, notably the law on state enter- 
prises, and a new and tougher programme began to 
be hammered out. 

In November Mr Abalkin presented his radical 
new proposals. His plan called for property laws that 
would establish the legal framework of a market 
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enough; aking hem cent will be much dg 

This time, there ought to be a difference. Mr 
Gorbachev has equipped himself with new powers 
as president; he should find it easier to override his 
opponents. But it would still be wise to wait and see. 
Only a handful of the most radical politicians are 
sure they want capitalism. Most of the others, in- 
cluding Mr Abalkin, still pine for a middle way. In 


sharp contrast with Poland, many people in the So- 


viet Union want to reform communism not bury it. 
In Soviet economic reform, seeing is believing. 
Meanwhile, the economy continues to deterio- 
rate. Growing macroeconomic pressures are com- 
pounding the weaknesses of the micro-economy. 
Recall that the Soviet Union has an acute case of 
monetary overhang. A massive fiscal deficit (which 
inadequately captures the present monetary expan- 
sion) is adding to it hand over fist. If action is de- 
layed much longer, the president will have Polish- 
style hyperinflation to contend with as soon as he 





Capitalism or bust 


HE inefficiencies and imbecilities of socialist 

economies are so complex and interconnected 
that reform can come to seem a hopeless task. 
Clearly, it is politically and administratively impos- 
sible to put everything right at once. And yet, it 
might seem, unless you put everything right at once 
nothing will work. Things are not quite that bad— 
although they are worse than many westerners may 
think. 

The starting point for a successful transition to 
a market economy is really a matter of common 
sense. The introduction of market forces will suc- 
ceed only if the economy is able to respond. Even in 


the badly distorted market economies of the third 


world, this response is generally possible. In par- 
tially reformed socialist economies, it generally is 
not. That is why parallels between the liberalising 
developing countries and Eastern Europe need to 
be drawn with care. Building partly on that mislead- 

ing experience, Poland has set a daring course of 








starts to siooni price controls, 


It seems churlish to bame Mr akae: He l 
undoubtedly wants a rapid transformation of the - 


economy, and the immense political and economic 
difficulties that confront him would already have 
crushed a mere mortal. Yet one aspect of his eco- 
nomic disappointments to date is hard to under- 
stand: the failure to mend Russian agriculture. 
Farms in the Soviet Union account for roughly 2096 
of the country's GDP; their output, though erratic, 
has been broadly stagnant since the early 1970s. 
Progress here would have cushioned the discomfort 
of reform elsewhere. And it was achievable. 

This is one partial reform that can be made to 
work—and the reasons why confirm the message of 
this survey. By changing ownership rules in the early 
1980s, China brought about a striking increase in 
farm output (chart 9). The key was the “responsibil- 
ity contract”, which granted small farmers a lease- 
hold on their land. To begin with, the transfer of 
the contract was forbidden, but soon this prohi- 
bition was relaxed. Sellable leases mimic capitalist 
ownership. This sort of reform is workable in farm- 


ing because the assets of the state "enterprise" can 


be divided into small pieces: family plots. Moreover, 
land goes on for ever: no provision needs to be 
made to replace it as it wears out. This avoids the 
difficulties over investment that plague socialist in- 
dustry. Finally, small farming is wonderfully com- 
petitive: the market sets the price, just as in the text- 
books. If the government then refrains from 
excessive granting of credit (which China's did; the 
banks took deposits from the farmers, but lent the 
money on elsewhere in the economy), the condi- 
tions are right for market forces to do their stuff. 

China made a sorry mess of many other eco- 
nomic reforms, but it got farming right—with re- 
sults for all to see. The Soviet Union could have 
done the same, and still should. Instead, Mr Gorba- 
chev put Mr Yégor Ligachev, one of the most out- 
spoken old-guard crítics of perestroika, in charge of 
agriculture. Extraordinary. 





reform. Hungary has drifted almost inadvertently 
towards another. The Soviet Union has hardly be- 
gun. The arguments of this survey offer a bench- 
mark against which to judge their efforts. 

Building an environment in which market 
forces can do their job should start with a massive 
transfer of assets from the state to private owner- 
ship. In agriculture, a special case, this can be done 
fairly straightforwardly, by decollectivising the 
farms and either leasing or (better) selling the land 
to the farmers. In industry, it must be done by 
breaking up state monopolies into smaller units, 
and then privatising them. 

The price systems of Poland, Hungary and espe- 
cially the Soviet Union are so badly distorted that it 
is impossible to say which enterprises would be com- 
mercially viable at market prices and which would 
not. So it is equally impossible to say how much 
these enterprises are worth. In that case, how do 
you set a price at which to sell them? Initially, you 
































































There is no 
middle way 












































































































| Thank you 

This survey has bor- 
rowed, on soft terms, 
from the work and in- 
sights of many econo- 
mists. It owes a particu- 
lar debt to Mr Manuel 
Hinds of the World 
Bank, Mr Ronald 
McKinnon of Stanford 
University, and Mr Rair 
Simonian of the Insti- 
tute for World Economy 
and International Rela- 
tions (iuEMo) in Mos- 
cow. Mr Hinds's recent 
paper, "Issues in the In- 
- troduction of Market 
Forces in East European 
Socialist Economies”, 
should be read by every 
student of the subject. 
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posed to own them. Several plausible schemes. for 
doing this have been worked out. 

It would make no sense to give every citizen a 
next-to-worthless share in thousands of different 
enterprises. Instead, governments could create a 
number of private holding companies. These would 
be given shares in a much larger number of enter- 
prises, and citizens would be given shares in the 
holding companies. The holding companies would 
be free to trade'shares in the enterprises, and this 
would create a rudimentary capital market. - 

To begin with, there would be a good case for 
restraining foreign ' investors. In the early stages, 
shares might be undervalued by a 
public that was desperate to swap 
its new assets for hard currency. 
As soon as possible-any such re- 
straint should be relaxed. Foreign 
partners bring skills and technol- _ 
ogy that will be essential if these | 
countries, years behind the West, 
are ever to catch up. As the capi- 
tal market becomes established, 
and. as other reforms begin to 
work, prices of all sorts would be- 
gin to carry useful messages. lt 
would then be feagible to put a 
value on enterprises. Further 
privatisations could take the form 
of sales, including sales to foreign 
investors. The first priority, however, is not to raise 
foreign currency once and for all by flogging off the 
country's assets, but to shift the ownership of the 
economy decisively from public to private hands. 


As the market takes over 
At the same time as it sets about privatising swathes 
of enterprises—that is, right at the start of its pro- 
gramme—the government should begin to tackle 
the problem of open and repressed inflation. This 
means beginning to apply financial discipline. 
Remembering that the fiscal deficit understates the 
pressure for monetary expansion, the government 
should aim to run a handsome budget surplus at 
this stage. 

Having put the squeeze on inflation and created 
a critical mass of private, competing enterprises— 
and not before—the government can free prices. At 
this stage, openness to foreign trade helps to align 
domestic prices with world prices. Now is also the 
time to tighten the screws on enterprise finance. A 
simple way to do that, and one that would not tax a 
bureaucrat's imagination, is to insist on a period of 
genuine self-financing—that is, no credit at all. 
Many enterprises will go bust, many others will need 
to be restructured. But the selection of victims, and 
the application of remedies, can now be left largely 
to the market. 

-Às the enterprises are starved of soft credit, the 
government's finances can move back from surplus 
towards balance. And when the worst of the indus- 
trial adjustment is over, the banking system (which 
would by then have realised: heavy losses) can itself 


be restructured and privatised. The country can 
| then discover the joys of orthodox monetary policy. 


sell them off. Having re-established state ow Y 
; ership, you start the ball rolling by giving the enter- 
prises away—to the citizenry that is already sup- 


| (Don' t follow Britain's examp 





By Lenin, what have 1 done? 


vour central bank independent. jo 
The Soviet Union faces the extra a dicc of 


dns with its monetary overhang. This excess of _ 
liquidity will need to be soaked up in a variety of. 


ways: sales of state-owned housing are a promising 
possibility. The much-touted alternative of a "cur- 
rency reform" (a euphemism for currency default) is 


technically workable. The government would call in , l 
old money and hand put new money, altering the 


distribution in such a way that large balances of old 
money were, in effect, cancelled. Against a back- 
ground of strong financial discipline (an essential 
proviso), it works, as West Germany showed in 
1948. In the Soviet Union it might even be popular, 
because it would punish all those disreputable co- 
operatives and black-market trad- 
ers. Still, the tearing up of a con- 
tract between government and 
people (for that is what a rouble 
is) seems a bad way to mark the 


a liberal market economy. 


The start of political economy 
. That isa suitable point on which 
to close. The economic transition 
from socialism is self-evidently a 
political transformation as well. It 
therefore raises a host of other 
questions that time alone will an- 
 swer. The people of Poland and 
Hungary are sure they want cap- 


italism; the people of the Soviet Union are less sure. 


But capitalism is as alien to Eastern Europe as com- 
munism is to westerners. Will they be willing to see 
successful businessmen grow rich, and to watch un- 
employment rates rise to what westerners blithely 
call "natural" levels? To reap the benefits, they will 
have to. Just as many in the West know that social- 
ism failed without knowing why, many in Eastern 
Europe know that capitalism works without know- 
ing how. Some uncomfortable discoveries lie ahead. 
And, with luck, prosperity. 


transition from totalitarianism to 







The fabulous opportunities that Mr | Cot bass whet 


chev's revolution have created for the people of 


Eastern Europe and the rest of the world have been 
sufficiently stressed elsewhere. They have already 
become politicians' clichés. It may all come true. But 
the collapse of communism has not built capitalism, 


nor the attitudes and institutions that will be | 


needed to sustain it. East Germany can dare to take 
liberal democracy—the natural partner of free en- 
terprise—for granted. Elsewhere in Eastern Europe, 
the political structure is, at best, insecure. 

The saddest outcome--and it is not far- 
fetched—would be if bungled reforms discredit cap- 
italism before it has time to take root. Hungary’s 
spontaneous privatisations and the Soviet Union’s 
criminalised co-operatives highlight the danger. A 


populist backlash against such by-products of mis- 


managed reform could deliver Eastern Europe to 
the ruin of Latin America. Avoiding that outcome 
calis for boldness, to be sure; but applied to the right 
ideas. The first and best idea of capitalism is the pri- 
vate ownership of prodictme: assets. Over to PSU 


Mr Gorbachev. 
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The rapid developments in the USSR Stockhom: Malmö: 
" Box 1650 Stortorget 29 
have led to an increased need for up- —_-111.86 stockhoim 5.211 34 Malmö 


to-date legal advice in. connection 


with USSR related business. The 1000 C4951004 Telefax: (+46) 40-12 22 82 
i "T New York: Moscow: 

. Moscow branch will be able to pro Em M 
vide such advice. For further i inqui- New York, NY 10022-4802 Apt 35,101000 Moscow 


ries please contact Bengt Elfgren or 
Carl Gustaf De Geer at the Stockholm 
office. 


On July 1, 1990 Carl Swartling Advokatbyrå and the law firm Mannheimer & Zetterlof will merge into Mannheimer Swartling with offices ces m 
Sweden—Stockholm, Gothenburg, Malmo and Helsingborg—as well as in New York, Moscow, Frankfurt Singapore and Beijing. 0 


Change is coming swiftly in 
Germany.Walls are tumbling down. 
Barriers are being broken. History 
is being made. And business oppor- 
tunities created. 


German Brief, a monthly English language news- 
letter with a four-page weekly news update, is published 
by the Frankfurter Allgemeine Zeitung Informations- 
dienste, a division of West Germany's most respected 
daily and business newspaper. As well as reviewing and 
commenting on major political and economic events, 
German Brief keeps its readers informed on develop- 
ments within key sectors of German industry. 
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° Facts and figures on such economic develop- 
ments as exports and imports, balance of trade, g 
consumer trends and inflation rates. : 
e An exclusive rating system of nine key | 
German industrial sectors and forecasts for the coming. 
months. 
e Profiles of leading West German companies. 
e Analyses of the rapidly changing situation in East 
Germany and its impact on 
the economy and politics 
of West Germany. 
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Lost causes 


. On the eve of the B Fa 
summit, Marga "aret 


| said hi was lie to talk to 
i3 EC ministers on the subject. 


| PN Tebbit was bowled 
| out of the. ien dr AO 














NE against t »e government's 
“| Hongkong bill, he alienated 





many with his "cricket test” of 


loyalty, asking which side 
Asians would cheer for. 





MPS vored by a majority of 257 
to cut the time-limit for abor- 
tions from 28 weeks to 24. 

. They also voted to legalise re- 
search on human embryos for 
up to 14 days after 
fertilisation. 


Business blues 


Britain's current-account 
deficit rose last month by 


. | £782m to almost £2.2 billion. | 
| But the chancellor said this 


‘was not reason enough to 
raise interest rates, and the 
Bank of England stepped in to 
support a steeply falling 
pound. The stockmarket hit 
. its 1990 low. 


Cost estimates for the Chan- 

nel tunnel, up from £4.87 bil 
| lion in 1987 to £7 billion last 

October, rose to £7.5 billion. 
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Reporting on the poor perfor- 
mance of his bank, Sir Kit Mc- 
Mahon, chairman of the Mid- 
land, waxed gloomy on the 
economy. “The deterioration 
in trading conditions", he 
said, "is continuing and, in- 
deed, intensifying.” 


Ina bid to halt falling credit- 


card profits, Barclaycard an- 
nounced that it will charge an 
annual fee of £8 to each of its 
om. cardholders. 





"The € government revised its 


timetable for privatising the 


coal industry because of un- 


certainty about the industry's 
future business prospects. Un- 
certainty about the govern- 


 ment's prospect of staying in 
3 business could upset the time- 


table even more. 


Judges and jailers 


The 25-day siege at - 
Strangeways prison—the 
longest siege in British penal 


_ history—ended on Wednes- 


day evening when the five 
prisoners still on the roof sur- 
rendered. 


Six Labour councils won per- 
mission to challenge the gov- 


ernment in court over poll. 
tax capping. Tory MPs again 


- begged for the tax to be made 


fairer: 





The lord chancellor, Lord 
Mackay, came to the aid of 
the lord chief justice, Lord 
Lane, who has been widely 
criticised over the Guildford - 
Four and Birmingham Six af- 
fairs. He insisted that judges 
should be swayed by the facts 


presented to them rather than | 


by public opinion. ; 


In the Guinness aali now in 


its tenth week, a former 
Guinness auditor recalled his 


growing unease about items in | 


the company's accounts. Par- 
ticularly worrying, he said, was 


a $100m investment in a fund | 


managed by Ivan Boesky, the 


pure genius at insider trading. | 


A judge called off the trialin _ ; 


the Isle of Man of eight men 
connected with the collapse of 


a local bank in 1982. A month | 


of pre-trial submissions per- 
suaded him that the prosecu- 


tion had dallied too long. 


Lady Illingworth caked 
her revenge. One of London’s 
top society hostesses in the 
1930s, she was given a pau- 
per 's burial in 1986 by her 
niece. A judge sent the niece 
to jail for seven years—with 
shorter terms for three others 
in the family —for ruthlessly 
defrauding the old lady, 
known as Aunt Puss, of every 
penny she owned. 


i Crime" in Spait 
dog. "We have 


5 police. | | 


Official ugs 


. daughter from a school in 
which 40% of the children 
| were Asian. The mother com. $ 
. plained that her daughter ^ 


‘The Office of Fair Tradiiig;: 
- worried that two big players i in 
soft drinks may have been © 


they turned out to be con- 






















the possibility of so 
with a grudge,” said Spanis 














The education secretary, John | 
MacGregor, supported the - 

Cleveland education 1 
authority's decision to allowa | 
white mother to move her 











came home reciting Punjabi 
nursery rhymes. | 










giving 100 small players too 
hard a time, launched off a. 


monopolies investigation, - 




















As the Foreign Office Rae 
the Greek government that a 
British truck driver did 
know he Was carrying patt o: 

"super-gun' , cautious customs 
officials at Harwich seized 18. ^ 
pipes en route to Iraq. Sus- 
pected of being gun material, 


















crete-lined drainage pipes. | 
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y to applications of economic 


. raised here by various types of assistance and protection to agriculture 
| in virtually all OECD countries should be of interest to a wide range of 
. readers. This issue comprises an extensive effort to apply economic 


interdependence of various strands of analysis, the power and limita- 
tions of various techniques, and the extent to which it is possible to 
make progress in quantifying the effects of policies and of policy 
changes. This issue provides important experience to developing 
approaches for examining microeconomic issues in other areas—for 
example, industrial subsidies, trade policies, and taxation. 


‘Published twice a year, this journal features articles bodies in the 
area of applied macroeconomic and statistical analysis, with an 
| international or cross-country dimension. Most of the articles derive 
| from papers produced for the OECD's intergovernmental Committees 
| and are written either by members of the OECD Secretariat or by 
| consultants. Views expressed in O OECD Economic Studies are those of 
| the authors, and do not necessarily reflect those of the OECD or its 
Member governments. Recent articles have dealt with trade liberalisa- 


context. 


(1990 Subscription (three issues for the price of two): FF180; £21; 
S$48; DM78. 

DIAS, ^ copy prices for special issue onl ly: FFI 10; £13.50; US$23.50; 
=- i = ee - ORDER FORM : nado Ce 


card. If you use a VISA card you will be billed the French franc price. 


Encl losed Saa for a 1990 subscription to OECD 
| Economic Studies (three for two) 


Enclosed is for special issue only 
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| Signature... n 
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IN EMERGING MARKETS 


icies”. This special edition of 


- analysis to agricultural policy questions. The importance of the issues | 


Ye modelling techniques and other analytical approaches to policy issues | 
in a specific sector. As such, it represents a case study—illustrating the 


| ‘tion, population ageing and pensions, revision of the system of national 
'accounts, and deregulation and privatisation in an economy-wide 
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* Identify the most successful funds. 

* Compare fees, expenses and holdings. 
* Monitor trends in discounts and 
premiums with detailed charts. 

* Save hundreds of hours of research. 


Annual Subscriptions: US$395 for four 
quarterly issues, plus shipping cost of 
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US subscribers. 
MultiMarket Publications 
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n Monetary System this 


TE general election is just a fortnight 
away and the Labour party's lead in the 
opinion p alls is down to barely five percent- 
its. Despite all the earlier setbacks, 
 [$.] at er might yet snatch her fourth 
and greatest election victory. If she does, it 
will E largely thanks to the remarkable eco- 
nomic gamble she made two years ago. 

In April 1990, at the Dublin summit of 
European leaders, the prime minister aston- 
ished friend and foe alike by announcing 
that Britain would forthwith join the ex- 
change-rate mechanism (ERM) of the Euro- 
pean Monetary System. With that auda- 
cious U-turn, she stole the main plank of 
Labour's otherwise uninspiring economic 
programme. More important, her timing 
proved a stroke of political genius. Because 
Britain joined the ERM when it did, the pre- 







election economy looks in far better shape | 


than it really is. After the election a large bill 
is going to fall due—but in return for a 
fourth term, the príme minister will doubt 
less be happy to let Britain pay. 
„With hindsight, Mrs Thatcher’s AE 
was wonderfully simple. By the early months 


1990, the government had pushed bank - 
sagas rates to 1596 to throttle inflation out of - 


the economy. This policy was working too 
slowly, if at all. Inflation had continued to 
rise despite many months of deepening f- 
nancial distress. Public spending was set to 
exceed its targets and a bruising pay-round 
lay ahead. An inflationary wage-price spiral 
had begun to establish itself. Further rises in 
interest rates were on the cards. Meanwhile, 
the election was approaching. Time to put 
the economy right was running out. So Mrs 
Thatcher did the next best thing: she pre- 
tended to put the economy right. — 
—— . The trick was to cut interest rates with- 
out causing an immediate economic crisis. 





Lower interest rates, the prime minister. 


knew, would promptly ease the burden on 
the mortgage-burdened, Tory-voting classes. 
Even better, they would directly reduce the 
official inflation rate, because mortgage 


costs are a big component of the retail price - 


index. lust as rising interest rates between 


1988 ang Gi had made the actual infla- 





ave of the EMS wand 


argaret Thatcher ate her words and took Britain i into the 
) month rather than “when the time 
1t”. Then imagine 1992, and apply a little hindsight — 


tion rate a lot worse than the underly- 
ing rate, a period of falling interest rates 
would make it much better. 

But there was a catch. Cutting interest 
rates before inflation had been convincingly 
dealt with would have scared the financial 
markets. An uncontrolled collapse in the 
pound might then have followed. So the 
question was how to cut interest rates 
sooner and by more than was economically 
justified, without terrifying the City. The 
answer: join the ERM. 

In doing so, the government. promised 
to hold the pound steady against the other 
European currencies (notably the D-mark). 
If the City had fully believed this promise, it 
would have stopped demanding an interest- 
rate bonus for holding assets denominated 
in sterling, a currency it expected to depreci- 
ate. British interest rates would then have 
fallen immediately to German levels—and 
Mrs Thatcher could have called the election 
sooner. Ít did not work out quite like that. 
The financial markets were sceptical about 
Mrs Thatcher's sudden conversion. So they 
continued to demand a premium on sterling 
rates, albeit a gradually dwindling one. 
Meanwhile, interest rates continued to rise 
in Germany, as the costs of its unification 
became apparent. So British base rates were 


| still 119% by the end of 1991. 


The fall was too small and too slow to 
make an early election look sensible to Mrs 
Thatcher—but it was big enough to make 
her last-ditch battle just winnable. In the 
early summer of 1990, the official inflation 
rate (buoyed by the poll-tax fiasco as well as 
by earlier rises in interest rates) was 10%; 
the underlying inflation rate was lower, at 
roughly 696. Since then the underlying infla- 
tion rate has actually increased, to more 
than 796. But all that matters for the next 
two weeks until the election is the headline, 
mortgage-costs-included rate—and that has 
fallen by more than five percentage points 
from 1096 to just under 596. 

Why did the ERM fail to check underly- 
ing inflation? One reason is that Britain 
went in at the then-prevailing exchange 


rate, setting the pound at DM2.76 (with a 


242% band either side). Many co 
tators, including this newspaper, ar; 
the time that this was too low to liscipl 
employers and workers intc in 
ary pay awards—and so it proved. 
tlements during 1990 looked bac 
past inflation, not forwards to the 
maintain competitiveness: average earnin 
rose by 1096 that year and by not muc 
in 1991. For anti-inflationary purpose 
initial rate of DM3 would have sent ma 
ers a far clearer message. But defending suc 
a rate, even with the added credibility 
ERM membership, might have called 
higher interest rates, and that would hav 
defeated the prime minister's purpose. 
The government made a secon 
nomic error—though, again, a- poli 
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Tory jewel 


SSUMING that Mr Neil Kinnock 
has a crate of champagne stored 
up for the day he carries Glenys into 
Number 10 Downing Street, the La 
bour leader might put one bottle on 
ice already for May 4th, the day after 
the local-government elections. "uk 
perhaps he should open it only if La- 
bour turns out to have won Wands- — 
. worth, the mainly-privatised inner- - 
A London borough that epitomises 
—Thatcherism inaction, — ^- 
To judge by the numbers, mih a 
coup looks easy. All London council 
seats——not just a proportion, as else- 
where—are up for grabs. In the previ- 
- ous borough elections, in 1986, the 
. Tories won Wandsworth by just one 
seat; a 0.596 swing could win it for La- 
bour. In 1986 Labour's national opin- 
_ ion-poll lead was 5%; now it is 24%. 
-o But a more ‘weighty statistic for 
Wandsworth voters may be the coun- 
~ cil’s poll tax: £148. In Labour-con- 
trolled inner-London boroughs the 
hated tax ranges from £297 to £548.: 
If anyone believes prudent Tory 
councils are the key to low poll taxes, 
Wandsworth voters should. . 
: Tf they look:closely at the figures, 
- however, they might not be so sure. - 
For a start, Wandsworth has been. a 
: big beneficiary of the government’s 
“safety net” arrangement, a compli- 
cated -redi tribution of revenues to. 
“protect some areas’ poll-ta: “payers 
during the transition from rates. This - 
has cut £116 off Wandsworth's tax. 
Secondly, Wandsworth has this 
year decided to spend a substantial 
amount of its £32m reserves. How 
vach is unclear: its reported. spend- 
ing plans add up to £242m; its reve- 
ue from poll tax and government 
grant add up to £210m. Does that 
mean it will blow all £32m in one 
year? No, says the council, it plans to 
‘spend only £l 7m—presumably by 
underspending against the £242m 
target. If Wandsworth spends £17m 
of reserves, it will have saved £88 on 
everybody's poll tax; if it spends 
£32m it will save everybody £168. 
So without the (temporary) props 
-of the safety-net and the reserves, 
Wandsworth's poll tax would be 
352-432. The average of inner-Lon- 
on Labour boroughs, without the 
afety net or capping, is £490. Wands- 
yorth is undeniably a prudent coun- 
ut 3.7 times more prudent than 
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hber, as its £148. poll - | 





ay ] rome one. Mr john Major’ i bud- 


get of 1991 was too expansionary. Member- 
ship of the ERM obliged Britain's monetary 
policy to be looser than it would otherwise 
have been. A tight budget was needed to 
compensate for that. Instead Mr Major cut 


the basic rate of income tax to 23p in the _ 


pound, thus bringing within reach the cut 
he eventually made last month, to 20p. 

The third engine of inflation i is perhaps 
. the most worrying for the future, whichever 
party wins the forthcoming general election. 
Lower interest rates and higher disposable 
incomes have revived Britain's housing mar- 
ket—and how. House. prices soared in the 
second half of 1991. As i in the late 1980s, 
_ many buyers appeared to be using the mar- 





ket to borrow more while withdrawing eq- 
uity in their properties. So consumer spend- 


ing a gm to gr 


lending is surging all over again, and with i it 
the broad measures of money supply that 
many economists regard as signals of infla- 
tion to come. 

Mr Major says inflation is down and the 
economy is booming. Labour's would-be 
chancellor, Mr John Smith, points to the 
trade deficit and calls'for credit controls and 
an early realignment of the EMs parities. His 
old sparring partner, Lord Lawson of Blaby, 
widely—if strangely— tipped to become the 
first governor of the Bank of Europe, re- 
gards an upward “blip” in inflation as likely, 
but no cause for concern. Whatever the vot- 
ers decide next month, a messy collision be- 


tween Britain's high inflation and the com- 


mitment to defend the pound can safely be 
pencilled in for later this year. 





Cross-channel — x 
Fast link 
to Cherbourg 


“HE prospect of a dividend for Channel- 

L tunnel shareholders receded once again 
on n Apel 23rd, with the announcement that 
£2.5 billion rather than £1.5 billion might 
have to be raised on top of the £6 billion 
already committed to the project. That im- 
plies another tap on shareholders’ shoulders 
for equity—and higher borrowings to ser- 
vice. Eurotunnel continually consoles its 
backers with the argument that, once built, 
the tunnel will be a gold mine. That means 
relying to an ever-greater degree on traffic 
and revenue forecasts that sceptics regard as 
highly optimistic. | 
There is little reason to doubt that the 
international trains passing through the 
tunnel will be a success: even without a new 
fast link through Kent, Paris-London will be 
three hours, and should pull premium busi- 


ness passengers out of aeroplanes. But 51% | 


of the projected revenue depends on per- 
suading car drivers to use Eurotunnel's shut- 
tle trains rather than ferries. Holidaymakers 
have more time, less money and more of a 
nose for a sea breeze than businessmen. 





















... Eurotunnel plans to capture nearly 70% 
of car passengers crossing the Dover straits, 
and to divert over 40% of traffic using some 
longer sea routes. It relies on forecasts pro- 
duced five years ago (see table); these take 
no account of improvements in ferry and 
hovercraft services. But these competitors 
are responding to the threat of the tunnel 
with some dramatic changes of their own. 

On June 14th Hoverspeed will launch a 
new fleet of catamaran ferries to cross from 
Portsmouth to Cherbourg in 242 hours—lit- 
tle over half the present time. Each catama- 
ran (pictured above) will hold 80 cars and 
450 passengers, and will cope with waves 


to 18 feet high—making them larger ana 


more adaptable than a hovercraft, while still 
capable of going at 40 knots. They will at- 
tract travellers starting from places west of 
London: from Oxford, say, a trip to Paris 
could be as quick via the catamaran as via 
the tunnel. More to the point, trips to Nor- 
mandy, Brittany or south-west France would 
be quicker. As the M25 bottleneck worsens, 
the attraction of such a route will grow. 

Hoverspeed says each catamaran will 
cost about £10m, one-fifth as much as a car 
ferry with similar capacity. Such cost-cutting 
would leave little new scope for a price war 
when the tunnel opens. Eurotunnel has al- 
ways claimed that it would win any such war, 
because of its low running costs and the fact 
that its 50-year concession allows it to take a 
long view. But with a debt on opening day of 
£7 billion or more, it may have to struggle 
just to keep up with interest payments in the 
first years of operation. 








he Chinese in Britain 3 


A chequer ec | 


combined to keep 


Wi would 
Hongkong fa 


Britain, supposing they 2 

advantage of their rights to a 

British passport? The points. 

system likely to be adopted by 

the Foreign Office for passport 
allocation looks stringent: suc- 

cessful applicants are more | 
likely to become accountants. 

than chefs in a local take- 

is could m 


















nity which is undoubtedly  - | 
more insular than any of Britain's other size- 
able ethnic groups. Common petceptions of 
the Chinese-—as inward-looking ivi 
concentrated in the restaut. s | 
are well-founded. Those with most to gain 
from a new wave of immigration in the 
1990s would include those Chinese who are 
already here—many aspiring to do better for 
themselves but still struggling against the 
odds. | | 
The most recent statistics from the Of- 
fice of Population Census and Surveys show 
almost half of the 120,000-strong Chinese 
community living in Greater London, with 
the rest scattered around a handful of other 
cities. They seldom stray far from their tradi- 
tional enclaves—around Gerrard Street in 
ondon's Soho, for example, or George 
reet in Manchesters Chinatown —and 
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T IKE old soldiers, unsuccessful subsidy 
programmes are too often left to fade 
away. So the news that the long-standing 
basis of industrial aid in Northern Ireland 
is to be declared dead and buried deserves 
a small cheer, provided it does not just 
mean a switch to bureaucratic planning. 

An abrupt change of policy is set to be 
announced on April 30th by Mr Peter 
Brooke, secretary of state for Northern 
Ireland. Capital investment grants are to 


be discontinued, except in exceptional 


circumstances—where sectarian problems 
impinge directly on the market, for exam- 
ple, or foreign investors need special 
treats. Taxpayers’ money will instead be 









is the languag 









language barrier and their own culture have 
1inese in many ways a group apart | 

















rarely marry non-Chinese. 

The origins of China-in-Britain lie in 
two waves of immigration, both of mainly 
unskilled artisans. The first comprised mer- 
chant seamen, who settled in port areas like 
London's Limehouse, Liverpool, Cardiff 
and Bristol in the century up to the first 
world war. The second followed the collapse 
of farming in Hongkong's New Territories 
after 1945. Estimates by the Commission for 
Racial Equality (CRE) suggest that approxi- 
mately 7596 of the present Chinese popula- 
tion in Britain originated in the rural New 
Territories—the one part of Hongkong al- 
ways destined to be returned to mainland 
China in 1997. 

The ghetto-mentality that the Chinese 
still have can be attributed to three main fac- 
tors. In the first place, the bureaucracy that 


ash for people, not plant 


spent on helping companies beef up their 
competitiveness—notably by improving 
managers' and workers' skills. NE 

Numerous reports have carped at the 
old approach. By giving companies cash 
to help them buy machinery, it has too of- 
ten left them little incentive to use the 
plant effectively. Local businessmen have 
been quick to exploit grants, earning a 
reputation as "grantrepreneurs" with Bel- 
fast civil servants. But the local economy 
has benefited hardly at all. 

The Northern Ireland Office acknowl- 
edges two recent criticisms. A report by 
some accountants, Coopers & Lybrand 
Deloitte, stressed in January how the cre- 
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each sector (groan) are threatened, once 



















































governed the immigrat i 5 
1960s helped ensure that; once establi 
the predominance in Britain of ex-New 
ritories Chinese was quickly entrenche 
system of employment vouchers-—desig 
to track immigrant numbe 
fited those in the New Terri 
rss turn to a relative 
"^. citizen willing to spo 
. Many of the first into Bi 
~ had turned to restaur 
j natural outlet for t 
|  preneurial ambitiot 
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|. Asecond cause of th 
munity's insularity has been 
tightly-knit social struct 
brought over largely inta 
_ from Hongkong. One beni 
result: the extended fai 
that toil behind the doors 
countless take-aways. Ani 
..  .nOtsO-benign: the orgar ise 
crime syndicates, known as the triads. 
The first triad arrived in the 1930s, and 
four others have since followed. Their mem- 
berships vary from a few score to man 
thousands. With elaborately organised hi- 
erarchies and a shared culture of violence, 
they have long since become an integral part 
of the Chinese community, though thei 
true influence—like that of the mafia—i 
widely debated. Senior policemen say th 
are sceptical that heroin trading has grown 
faster within the Chinese community thai 
outside it, but worry that a swelling member 
ship for the triads may change this. ^. 
Above all other problems facing th 
Chinese in Britain, though, is something far 
more pedestrian than an exotic criminal un 
 derworld: the apparent inability of mos 
Chinese to master the English language 











ation of à dependency culture in business 
had helped stall economic progress. A 
the Northern Ireland Economic Researc 
Centre this month showed how an eca 
nomic growth rate equal to, or bett 
than, that of mainland Britain was stí 
failing to reduce Ulster's 14% unemploy 
ment rate. MM 
The new strategy of the province's. 
partment of Economic Development 
be implemented, like the old one, by 
Industrial Development Bank and its v: 
ous offshoots. The government want: 
them to take a sector-by-sector approach 
concentrating on areas like engineering, . 
textiles and tourism that seem to offer the | 
best growth prospects. Detailed plans fo 


the grand strategy has been unveiled. © 
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Mainly Cantonese and Hakka speakers, 


most of the early immigrants from Hong- 


kong were poorly educated, with little Eng- 


lish. Depressingly, few of their children and 
grandchildren seem to have done much 
better. 

This deficiency has been underlined by 
two reports in the past ten years. A study by 
Parliament’s Home Affairs Committee con- 
cluded in 1984 that the widespread lack of 
English left the Chinese in Britain with little 
notion of law and even less idea of the bene- 
fits available from the welfare state. The re- 
port was also gloomy about the implications 
of the take-away culture: the long and unso- 
ciable hours, it said, constituted a "formida- 


A € 


are to full participation in British 
e". 

A CRE study of employment prospects 
for Chinese youths in Britain echoed this 
point. The children questioned had dreams 
of Sam-Si—becoming doctors, lawyers and 
accountants—but restaurant waiting and 
kitchen labour were the reality. Ms Lorna 
Wong, editor of Sing Tao, the main Chi- 
nese newspaper in London, says this is still 
the case. 

For some, admittedly, the prospects are 
brighter. Educated Chinese are increasingly 
found in business, law, medicine and ac- 
countancy. Mr Joseph Chow is general man- 
ager of the London branch of The Bank of 


On coming out and going down 


ACH unhappy family is unhappy in 

its own way, wrote Tolstoy. Consider 
| that of Baroness Susan de Stempel, née 
Wilberforce and a descendant of the anti- 
slavery campaigner, sent to jail along with 
an ex-husband and two of her children on 
April 21st. 

Born into Yorkshire's landed society, 
she went to finishing school in Paris and 
came out as a débutante in 1953. She was 
launched on that occasion by her wid- 
owed aunt, Lady Illingworth—a society 
hostess famed for her parties in pre-war 
London and still going strong in the 1950s 
! on a fortune left by her millionaire hus- 
|! band, an industrialist who had once been 
| aminister under Lloyd George. 

The young Susan's marital fortunes 
were less happy. She married an architect 
called Simon Dale in 1957. They had five 
children; but Dale grew into a cruel eccen- 
tric—he became obsessed with the leg- 
ends of King Arthur—and the family fi- 
nances were a disaster. Bv 1973, when 
they divorced, Susan's only asset was a 40- 
room Jacobean mansion that she had 
bought in 1957 as the family home. Dale 

| refused to leave it—he insisted it was con- 
| nected with King Arthur—and violent 
quarrels ensued. 

Through these years Susan saw little of 
her Aunt Puss, as Lady Illingworth was 
known in the family. But the old lady con- 
tinued to entertain in huge style, throwing 
a ball each year in her Mayfair home to 
celebrate the anniversary of the battle of 
Waterloo. Famed for her generous tipping 
and extravagant shopping, she retired in 
1967 to a hotel suite at Claridge's. Later 
| she moved in with an elderly cousin in 
|. Kensington—and it was here that she was 
eventually approached again, in 1984, by 
her long-lost niece. 

Susan's fortunes had by now sunk al- 
most irretrievably: she was fast becoming 
a lady mad, bad and dangerous to be re- 


lated to. Desperate for the trappings of 
high society, she had befriended one 
Baron Michael de Stempel—a feckless po- 
seur of Russian extraction, with City con- 
tacts but no money—and had black- 
mailed him into marriage (or so he later 
claimed) by threatening to expose his al- 
leged cruelty to a dyslexic son by an earlier 
marriage. 

The match, which went unconsum- 
mated, had done her no good. By 1984 
the baroness (as Susan now described her- 
self) was languishing in a farm-worker's 
semi-detached house (postal address: 
Forresters Hall, Ducklow) while the baron 
was sleeping, as he had been doing for 
most of the two years of their marriage, in 
a tent in the garden. Three decades after 
her coming-out ball, she turned to Aunt 
Puss for a second launch. 

The baroness had a daughter, Sophia, 
working in London. Sophia was put in 
touch with the old lady, now aged 84 and 
almost senile, and was used to inveigle her 
into accepting an invitation to stay with 
her niece. Once in the Ducklow house, 
Lady Illingworth was fleeced of every 
penny that she owned—perhaps 
£500,000. Over a period of ten months, 
the baroness—assisted by Sophia and an- 
other of her children, Marcus, as well as 
the baron—forged scores of documents, 
including a new will. Then Aunt Puss was 
driven to a hospital and abandoned. The 
great society hostess was handed over to 
the nurses as ''a sex-mad alcoholic with a 
passion for hitch-hiking". (She died later 
in a council home; a £389 bill for her fu- 
neral went unpaid.) 

The baron and baroness divorced 
shortly afterwards; their conspiracy took 
longer to unravel. For three years the de 
Stempel family lived it up on the proceeds 
of the stolen estate. But the plot of what 
had become a Jacobean drama hinged in 
the end on the Jacobean house in Shrop- 


East Asia, due to open in mid-May; his 
brother, John, runs a profitable jeans fac- 
tory; Mr Loret Lee, a businessman, is a pillar 
of Mancunian Chinese society. Mr Donald 
Leo, a Chinese property investor, is optimis- 
tic about the futures of second and third 
generation Chinese in Britain. 

This new middle class still looks fragile. 
Well-publicised jibes about the depth of its 
allegiance to Britain are unlikely to encour- 
age it; but thousands of skilled office work- 
ers and professionals arriving from Hong- 
kong in the 1990s might at least find that 
the old hands give them the basis of a new 
start. 











No ordinary baroness 


shire, still occupied by the baroness’s ar- 
chitect ex-husband. Furious rows contin- 
ued over its ownership until the autumn 
of 1987, when the ex-husband was found 
lying on the kitchen floor, clubbed to 
death with a poker. 

The police charged the baroness with 
his murder. They also charged Marcus 
and Sophia with the murder of their fa- 
ther, although these charges were later 
dropped. The baroness herself was 
brought to trial last summer. After a two- 
week hearing, she was acquitted. 

The police were unimpressed. The bar- 
oness had told them she had no money of 
her own; yet she drove expensive cars and 
had a flat in Spain, while Forresters Hall 
was filled to the gunwales with precious 
pictures and furnishings. The investiga- 
tions began. Eventually, after a nine-week 
trial, all four conspirators were brought to 
book last week. 

The son and daughter got 18 and 30 
months. The baron, described by his own 
counsel as a monumental snob and con- 
genital liar, got four years. The baroness, 
portrayed in court as “ʻa quite remarkably 
manipulative woman", ducked the trial by 
pleading guilty to theft and forgery at the 
outset. She got seven ut still man- 
aged a patrician wave for onlookers as she 
was driven off to jail, a celebrity at last. 


| ————— 
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The constitution revisited 


“aoe vote to be challenged by 
Supreme Court! Fundamental liber- 
ties at stake!” Not Washington, but Lon- 
don: these could be British headlines were 
the Labour party to gain and hold power 
for half as long as Mrs Thatcher has. 

True, there are no secret Labour plans 
to turn Britain into a republic, even one 
headed by president-for-life Elizabeth 
Windsor. And the party remains opposed 
to the introduction of a proportional vot- 
ing system to elect MPs, or of a written 
constitution. But the scale of constitu- 
tional change envisaged by Labour is still 
breathtaking—even leaving aside Scot- 
land, which would get its own parliament 
and so help unglue the unitary British 
state, turning it into more of a federation. 

For anyone but the British, who yawn 
at abstract polysyllables, such momentous 
changes would be the subject of urgent na- 
tional debate. Yet, even inside the Labour 
party itself, they are little noticed, rarely 
discussed. Labour would probably have to 
win two successive general elections to put 
its most ambitious reforms into place. But 
to ignore what the party is saying now is a 
little like dismissing the Thatcherite pri- 
vatisation agenda in 1977. 

This column’s household deity, Walter 
Bagehot, argued in 1867 that the House of 
Lords was useful to Britain as a symbol, 
though in practice he found the Victorian 
chamber lifeless, timid and ignorant. Ap- 
provingly, he quoted a critic who argued 
that “the cure for admiring the House of 
Lords was to go and look at it”. 

Sadly, perhaps, this remains true. The 
Lords today is a vista of stretched waist- 
coats, ear-trumpets and nodding heads 
named after remote stretches of rural Brit- 
ain. Occasionally, rising among them, are 
the decayed ruins of once-famous faces. It 
is genuinely reactionary (hating 
Thatcherite radicalism as much as socialis- 
tic reform), though it has liberal streaks. It 
contains some eminent and vigorous peo- 
ple, appointed to it on their merits. But it 
also harbours dim, chinless aristocrats— 
some of them ministers. 

Labour would replace this gilded after- 
life with an elected second chamber. Mr 
Roy Hattersley, the shadow home secre- 
tary, has not yet come up with a name for 
this new chamber, though he wants the 
name to be reflected in the title of its 
members. Thus “senate” and “senators” 
seem a strong possibility. Its members 
would be elected by some system of pro- 
portional representation and would not 
include ministers, or initiate bills. But 


they would be given a job that the Lords 
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has never had: to protect fundamental lib- 
erties and rights. 

They would achieve this by being able 
to delay, for the whole life of a parliament, 
any legislation which affected funda- 
mental rights. Labour’s policy review ar- 
gued that the creation of one chamber 
that would not automatically accept cabi- 
net directives was the only way of en- 
trenching liberties and stopping a govern- 
ment with "a substantial majority and 
supine backbenchers from transforming 





Representative Roy 


Parliament into an elective dictatorship". 
Bagehot would have agreed: he called 
powerful executive government "the most 
dangerous of all sinister interests". What 
he called a “retarding chamber" would at 
least be able “to impede minor instances 
of parliamentary tyranny”. 

Note, however, that Labour, unlike 
Walter Bagehot, has diverged from the 
doctrine of parliamentary supremacy. By 
acknowledging “fundamental rights" 
which should be protected, even from 
MPs, it is inching towards a real, written 
constitution—a level of law even higher 
than the legislators. This is hardly revolu- 
tionary, except in Britain. Mr Anthony 
Barnett, a leading light in the constitu- 
tional-reform organisation Charter 88, 
which launched its campaign for the 
1990s on April 26th, points out that 
“Britain is now the only country in Eu- 
rope—except for Albania—without a 
written constitution guaranteeing citi- 
zens’ rights.” 


What rights is Labour thinking of? 


Free speech and the secret ballot, of 


course. But more than that, too: in his 





BRITAIN 


first term as home secretary, Mr 
Hattersley would set in motion an ambi- 
tious series of bills, to toughen enforce- 
ment of the laws against racial and sexual 
discrimination and strengthen the penal- 
ties; to enforce more consistency in judi- 
cial sentencing; to give families split by im- 
migration rules the right to live in Britain; 
to introduce a right to privacy and a right 
of reply in the press; and to give a new 

om of acces to most official 
information. 

Clearly, some of these rights will be 
controversial, and some will contradict 
existing laws and practices. Ancient laws 
and new laws yet to be passed by Labour 
will form what the party calls a "charter of 
rights", which it intends to publish next 
month. That, plus the reintroduction of 
the Scottish parliament, will provide the 
core of the constitutional programme for 
a first Labour government. Replacing the 
Lords would take longer. It would be in- 
tended to help entrench the rights en- 
acted by the first administration. 

Who would ultimately interpret this 
semi-constitution? The House of Lords, 
with its law lords, would no longer exist to 
act as the country's highest court. The 
senate—call it that, for now—would be 
able to block some individual bills. But, 
stuffed with party politicians, it could 
hardly be the final legal arbiter. 

On television on March 18th Mr 
Hattersley was asked what he would do if 
the new second chamber failed to do its 
duty and uphold liberties—the right of 
free speech, say. He replied emphatically 
that he would take it to court. But which 
court? Mr Hattersley barely paused: 
"There has to be something that takes the 
place of the House of Lords sitting in its 
legal capacity. There has to be a supreme 
court". 


Justice Cocklecarrot 


This comment stünned some of Mr 
Hattersley's colleagues, who thought the 
party was against such a thing. It is incon- 
ceivable that a Labour government would 
be happy to leave politically-sensitive deci- 
sions to the same senior judges who regu- 
larly outrage left-wing opinion by their re- 
actionary views on rape, sexuality and the 
freedom of the press. So a supreme court 
implies, one day, openly political selection 
of judges, as in America. These are deep 
waters, indeed. 

So there you have it: an elected second 
chamber, or senate, and fundamental 
rights being interpreted by a supreme 
court, What next? Perhaps Labour should 
look at the feudal flavour of the “Com- 
mons" label, and start referring to the 
British House of Representatives? 
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In the shadows. 


. r Mic 
of America’s ailing junk-bond 


market, pleaded guilty to felo- 


nies including conspiracy, se- 
curities fraud and tax evasion. 
He was ordered to pay $600m 
in fines and compensation, 
and may go to prison when 
sentenced on October 1st. 


Nerio Nesi, former president 
of the Banca Nazionale del 
Lavoro, Italy’s biggest bank, 
may stand trial for alleged ille- 
gal arms sales to Iran. Mr Nesi 
resigned his post last year 
when it was discovered that 
the bank had also been financ- 
ing the supply of arms to Iraq. 


Tokyo police are investigating 
deals in the shares of the 

< lisshin Steamship com- 

Į“ pany, raising the possibility of 
Japan's first insider trading 
prosecution since the 1930s. 


Deals, deals 


The Hoylake consortium ad- 
mitted defeat in its battle for 
B.A.T Industries. The $22 
billion bid, which lapsed in 
September 1989, will not be 
renewed. Meanwhile B.A.T 
agreed to sell Saks Fifth Ave- - 
nue, a department store 
group, for $1.5 billion, to 
Investcorp, an Arab-financed 
investment group. 


The British Coal Board pen- 
sion fund launched a $1.7 bil- 
lion bid for Globe, Britain's 


largest investment trust. 


"üSiNESS 


: East, East 


hael Milken, "m ro 


Compagnie de Saint-Cobain, 


_ & French glass manufacturer, 


has made a $2 billion agreed 


¿bid for Norton, an American 


abrasives group. The offer 
ps a hostile bid from Brit- 






The Asian Development Bank | 
predicts that last year's eco- 
nomic slowdown in East 
Asia will continue. Thailand 
and Malaysia are tipped to 
lead the area's growth league 
in the coming year. .- 


Thousands d odd at Kia | 
Motors, South Korea’s sec- 
ond biggest carmaker, went on 
strike in search of more pay. 


West Germany’s Chancellor 
Kohl offered East Germans 
a one-to-one conversion 
rate between D-marks _ 
and Ostmarks for wages, 
pensions, and the first 
DM4,000 ($2,357) of indi- 
vidual savings. 

Monetary union between 
the two Germanies is due 
on July 2nd. 


East Germany's economics 
minister, Gerhard Pohl, 

said that laws limiting 
western ownership of 

East German companies to 
minority holdings will be 
scrapped. 


Coca-Cola announced plans 

to invest $140m in East Ger- 
man bottling plants and distri- . 
bution facilities. - 
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| Bad debt, better debt 


Debt is pushing RJR 
Nabisco, bought by Kohlberg 
Kravis Roberts last year in a 
record $25 billion leveraged 
buy-out, into the red. Interest 


a $222m first-quarter loss for 
the company, despite im- 
proved operating 
performance. 


Moody's is reviewing the 
credit ratings of three of the 
world's largest banks; Dai- 
| ichi Kangyo Bank, Fuji 
Bank and Citicorp. Only the - 
two Japanese can blame the 
Tokyo stockmarket. 


The European Commission 

submitted plans for EC-wide 

capital adequacy rules for se- 

curities houses, They err to- 

wards British demands rahe 
| chan West German. ones. E 


| Changing hands - E 





Aquascutum Group, pur- 
veyor of sensible suits to Brit- 
ain's prime minister, is to be 
sold to Renown, Japan’ s big- 
gest clothing group, for 
$121m. 


Avon Products, the world's 
largest producer of make-up 
and toiletries, suffered a set- 
back in its plans to sell its Jap- 
anese unit to Tokyo-based 
Friends of Freesia. Originally 
due to close 7 March 30th, 
the $450m sale has been de- 
layed by the Japanese group 
fora second time: 


payments of $830m resulted in 


| its industrial and financial : 
i: holdings. These equal 1% of | 
Spain's GDP. | 
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The Spanish government is 
forgive Banco Espanol de 
Credito (Banesto) $179.6m it 
capital gains tax on revalued - 
assets when the group merges 


Toronto’s Reichmann. dam 
ily is to reshuffle its energy : 
sets, creating Canada's b igge 
domestically owned oil. 
company. 


Communication skills 


America's GTE strengthened - 
its position in mobile comm 
nications with the $710m pi 

ase of Providence Journal 
- cellular.phone business. — — 
The deal gives GTE 40,000 new 
subscribers in Georgia, Vir- 
 ginia, and the Carolinas. 








The transport ministers of m 
European countries agreed on _ 
plans to reorganise | 

nent's chaotic ait 
trol system. Flights delays are 
getting worse while the; annua 
numbers of European air pas 


_ sengers are expected to double 
to 300m mh by s | 
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The American space shuttle | 
Discovery successfully reachec 
orbit and launched the. — 
$2 billion Hubble Space - 
Telescope. The telescope - 
will let astronomers 

peer further out into 

space and back in time 

than ever before and might. 
solve some of the mysteries | 
of creation. 































In his Annual Statement, to share- 
holders, the Chairman, The Earl of 
Airlie, pays tribute to Mr B.C. Marshall, 
whe retired as Chief General Manager 
of General Accident on 31st December 
4989. Lord. Airlie says: “Qver a period 

"éf more than’ eight: 5 | 

7 Mr i lea im i | 
























The Chairman al: y icelcomes Mr Barrie 
Holder to the: Board. Mr Holder was 
appointed ` a` Director ‘and General 
Manager of the Corporation on dst 
April 1990, 


Referring to the Boards policy of 
dividend progression, Lord Airlie 
says this takes into account not only 
the earnings fluctuations experienced 
in the composite insurance. market 
but also the Corporation’ finane ial 
strength and the wenya — 
of its insurance portfolios. | 








] Lord Airlie concludes his ‘Statement 
on a 3 à ident ) note: “Des ide more 


Shareholders funds up 32% 
to a record £2,552m 
Pre-tax profits of “147, Om 
despite the impact of —.— 

- Hurricane Hugo and other. 
major catastrophe losses 


(1988: £294.1m) 


fovit earnings up 31% 


L is xr subst: inti jl ly. M 
higher : at £26. Om 


915p to 198p 


: (1988: 107. 6p) 


to 50.0p per share. 


21% to £3, 100m 







to £38m ! 


« m Ed decade promises a 
po in. mni tificant changes 5 which 







fal e idedhcoment IMP on ithe 
inancial strength of the 


NEL SON ROBERTSON, 
CHIEF GENERA L MANAGER 








in hi Operational R Review for 1989. Mr Nelson oben Chief General 
Manager, says that adherence to a disciplined yet responsive appr oach 
io uüderw riting has. enabled General Accident to absorb adverse 
dey lopments in the UK market without a serious effect on overall 
performance. This approach will continue within a strategy designed 
to achieve profitable growth whilst maintaining high standards of 


customer service. 





Mr Robertson abes sees signe iy encouragement overseas. General 


— Accident has ¿ again. outperformed the market in both North America and 


the increasingly in 
planned for Portug 


European C ommunit; 







portant Pacific region. And with new. branch offices 
int Spain. it will be established i in all the principal 
m rkets. 


_ Life operations had a good y year, Mr Robertson: says, with aad bonus 
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l rations ensuring that General Accident policyholders eontinue to 
c im the prosperity and strength of its Life fund. Estate agency 
atic as, o on. the pu ipu nad a very cas y year, omis E 









€ er to benefit from i any p upturn in the market, he s s 


| E “Total d vidend up. 13.6% 


WE Net assets per share up from 


Earnings per share 653p 


General premium income up 


Life premium income up 30% 








! We would be happy to send vou à 


copy of our full Annual Report & 


Accounts for 1989, Simply complete 
the coupon and return to the address 


below. 


To: The S TAVER 
General Accident Fire and Life 
Assurance Corporation ple. 
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| But don’t count him out - 


URED by anyone else's stan- 


De Benedetti could lay claim to being Eu- 
rope's most visionary industrialist and one 
of its smartest dealmakers. Long before the 
launch of the European Community's 1992 
programme, he was arguing that Europe 
needed a single unified market to meet the 
challenges of America and Japan. Before 
most of his peers, he called for a greater 
transfer of technology from those countries 
to Europe. He was also one of the first senior 
topean businessmen to invest in Eastern 
-"£utope. And he backed up his visions with 
some of the grandest deals of the decade— 
first an alliance in 1983 between Olivetti 
and AT&T, America's telecom- 
munications giant, then in 1988 a 
-taboo-shattering bid for Société 
Générale de Belgique (scp), the 
sleepy conglomerate that controls 
nearly one-third of Belgium's in- 
dustrial output. — — 
. “Lots of people would be 
. happy to see me fall on my face,” 
mused Mr De Benedetti at the 
height of his wheeling and dealing 
in 1986. If that was true then, he 
has made plenty of people happy 
in the past four years. Both the 
AT&T deal and the scp bid ended 
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in failure. — . 
Olivetti's alliance with AT&T 
never grew the technological or - 


commercíal muscle that both part- 


, ners expected. Mr De Benedetti's 






T ate down for Carlo De Ben 


ome back? 


Th | r Carlo] edetti, Europe's leading dealmaker in 
the 1980s. He has played his hand badly and is now losing even at home. 


bold bid for sGB was defeated by Belgium's 
tightly knit business establishment. Though 
his takeover attempt made sGB more com- 
petitive by forcing it to restructure, Mr De 
Benedetti himself has been left with a 15% 
stake and a board seat, but little influence. 
Other similar disappointments have lit- 
tered Mr De Benedetti’s path in recent 
years. His plan to build Europe’s second- 
largest food group from the 1985 merger of 
Buitoni and ltaly's state-controlled SME 
foundered on political hostility. His scheme 
to turn Mondadori, the Italian publishing 
group in which he invested in 1984, into a 
pan-European powerhouse to rival such me- 
dia conglomerates as West Germany's 
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thrive in a decade of European re-industri- 


clearly lowered his sights. He rules out 





Bertelsmann collapsed late last year 
Mr Silvio Berlusconi, Italy’s television 
nate, snatched control of Mondadori f 
under his nose. | iy cer 
_ For months Mr De Benedetti has E 
bogged down in nasty battles at hc 
Nothing seems to be going right. H 
tempt to regain control of Mondadoi 
consumed his attention and ener: 
December. Meanwhile, Olivetti, by far 
biggest investment, has seen its profits 
cline steadily as a result of fierce Japane 
and American competition. For months t 
De Benedetti stable of quoted companies, 
once the stars of the Italian stockmarket, 
trailed behind the market average, only re 
cently recovering. Even his role in the Banco 
Ambrosiano affair continues to haunt him. 
He recently spent an afternoon answerin 
Milan magistrate's questions about his brie! 
stint at the bankrupt bank. - i 

He remains undaunted. Arguing that - 
the era of mega-deals and financial engineer- ). 
ing is over, he insists that he is well placed to 





















































alisation, when management skills will mat- 
ter most. Mr De Benedetti concedes wearily 
that he has suffered quite a lot over the past _ 
year. But he adds, with a characteristic flour- 
ish: "Watch for Carlo's comeback." == 
He also maintains that his group is still 
among those best suited to benefit from Eu- 
rope's emerging single market. First, it is i 
ternational, with more than.half its employ- 
ees, assets and investments outside Italy. 
Second, he has a network of Europe an ii 
vestment companies well equipped to act as 
listening posts for good opportunities 
France, Spain, Portugal, Greece and ev 
Hungary —— - OUR 
Nevertheless Mr De Bened 
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ther diversification, sayi 
any acquisitions will be « 
to the four industries to w 
remains committed——office ; 
mation with Olivetti; motor cc 





thriving Italian firm; arx 
ing, with or without ful 
Mondadori. .—. — 
His biggest challenge re 
. Olivetti. On April 27th it is 
= pected to announce a 215 billi 
-lire profit, 4096 down on last ye 
© When profits were already . 
. down-on the previous year 
competitors in the comp 















































































squeeze on margins. Nonetheless Mr De 
Benedetti says it is better placed than its Eu- 
topean competitors to survive an inevitable 
shake-out in. the industry. Olivetti, he 
points out, was the only European producer 
ot to make a loss in 1989. He says a restruc- 
ring launched last year is already paying 
off with a 15-2096 increase in European sales 
in the first quarter of 1990, But he does not 
int to carry on alone andi is seeking an alli- 
ice for Olivetti, preferably in Europe. De- 
in g to say with whom— "because every- 
ly is talkihg to everybody today "—he 
cpects to reduce his 40% stake in the com- 
y but to retain management control. 

Asa financier Mr De Benedetti intends 
carry on stalking Europe with a keen eye 
à deal. He makes a distinction between 
companies which we own and which we 
anage", and the financial investments 
ade by ‘his CIR holding company (and its 
French, Spanish and Portuguese dupli- 
cates). Non-controlling stakes in a large as- 
ortment' of -European companies, from 
irelli in. Italy, to Yves Saint-Laurent in 
rance, to Bodegas Berberanas (Spanish 
wine producers)-or Lusotur {a Portuguese 
tour company) fall into this category. Mr De 
Benedetti is particularly pleased with the 
Spanish COFIR group, a financial holding 
company which he started from scratch 
three years ago, now capitalised at $600m on 
the Madrid stockmarket. 

: Banking and financial services are two 
_ areas in which Mr De Benedetti once sought 
. à managerial role. Now he classes them as 
non-strategic financial investments—some 
‘more satisfactory than others. He is happy 
with his stake in Credito Romagnolo, Italy’s 
second-largest private bank, where he and 
his allies won control after beating a bid 
from the Agnelli family last year. But he 
eems less satisfied with Banque Duménil 
eblé, the small French bank whose chair- 
han, Mr Jacques Letertre, inspired the raid 
in Belgium's sGB. Duménil was the cause of 
‘blow to Mr De Benedetti's image when the 
ank was forced to wind up 11 London- 
'ased unit. trusts. this. year because of chaos 
n its London agent's back office: 








De Benedetti has had his wings clipped by 


nvested an estimated 1.3 trillion. lire 


we need to act". —— 
Before Mr De Bedac. 
inin: Europej: he will have to disen- 
t tN Mondadori 








its flagship, the best-sell- 
ibblica, ether wi with 


ness, “Olivetti is. suffering froni- a [dece -its news magazine and 16 local papers. This 


- California's 
blocked the Farmers deal. Other states 









^ Both as industrialist and financier, Mr 


he scp setback, a foray in which his group. 
Though he will almost certainly have.to © 
swallow a loss on the stake, he hopes to sellit | 
his year to "win back the flexibility which - v 
rM Rising anti-takeover se 
can spread p in 
interest rates, sank a. junk- 
"Übond market already discred- 








ad aver wins ad the = þe 
anda 
money, did not help either: 


would leave Mr De Benedetti with only a 


part of what, last year, he thought he con- 


trolled, but it might still be a big enough 
base for a pan-European publishing group. 
Mr De Benedetti's setbacks have chas- 
tened, even depressed, him. He still talks 
with fervour about the direction of Euro- 
pean industry, describing the 1990s as a de- 
cade of re-industrialisation in both halves of 
Europe. But gone is the brash interloper 
who announced to astonished, and previ- 
ously complacent, directors of scp: “the 
recreation is over.” And he now likes to por- 
tray himself as a loner, a man with no politi- 


cal allegiance and no allies among Italy’s cor- 


porate elite. The best part of being rich, he 
says, is that he "can afford to be free” : 
checking with no one else before he acts. 

He may never become the European co- 
lossus that many thought he would be in the 
1980s. But his fellow Italians are not count- 
ing him out. “I would be very disappointed 
if he stopped,” declares Mr Giovanni 
Agnelli, a rival since Mr De Benedetti quit 
as managing director of Mr Agnelli's Fiat 
group after only 100 days. “With him one 
can always expect a coup de théatre.” 





Hoylake's bid for B.A.T 


Fagged out 


RECISELY when did Hoylake, a con- 

sortium led by the trail-blazing trio of Sir 
James Goldsmith, Mr Kerry Packer and 
Lord Rothschild, lose the battle for B.A.T In- 
dustries? On April 23rd Hoylake announced 
that it would not resume its £13.4 billion 
($22 billion) bid, the second-biggest in take- 
over history, to “unbundle” the British con- 
glomerate. The proposed sale of Farmers 
Group, B.A.T's Los Angeles-based insurance 
subsidiary, appeared to have-been the final 
stumbling block. Had it caught B.A.T, 
Hoylake hoped to sell Farmers for $4.5 bil- 
lion to Axa-Midi Assurances, a French in- 
surer. On April 9th Mrs Roxani Gillespie, 


insurance commissioner, 


= set to follow her lead. 










sed last September, had 
already been. badly. bruised. 


1 America, alongside. hig 











ited by the crookery of Michael 
Milken and his kind. The col- 
of Drexel Burnham Lam- 
Mr Milken’s employer. , 
main source of Hoylakes |. 7^ 








(with hindsight} Horiak bid for- 


A knockout blow, perhaps, but. the 
es which led to Hoylake's defeat were” 
b réwn months ago. Plans to revive its origi- 


> nal bid, which lap: 






e wrong 
company. The management philosophy un- 
derpinning Sir James’s plan was simple. 
Diversified cash-cow companies like B.A.T, 
the argument ran, were too hidebound to re- 
alise extra value for shareholders by break- 
ing themselves into their constituent parts. 
With little incentive for their management 
teams to mend their ways, such companies 
invited unbundlers like Sir James to ride to 
shareholders' rescue. In the event, however, 
Sir James was outwitted. 

Since announcing a restructuring last 
September, B.A.T has floated off Argos, a 


British retailer, and will do the same with its 


paper business, Wiggins Teape Appleton, i in 
June. B.A.T shareholders get shares in both 
firms. On April 19th B.A.T sold Marshall 
Field, an American department-store chain, 
to Dayton Hudson for $1.1 billion. On. 
April 25th it sold the Saks Fifth Avem 
chain to Investcorp, an Arab-financed i.. 
vestment group, for $1.5 billion. All told, 
B.A.T is shedding over $3 billion-worth of as- 
sets. It has also raised its dividend by a half 
and, so far, bought back 4196 of its shares. 
These moves have supported the company’s 
flagging share price. 

Mr Patrick Sheehy, B.A.T's chairman, 
says the company's new corporate strat- 
egy—concentration on tobacco and finan- 
cial services (it owns Eagle Star and Allied 
Dunbar, as well as Farmers)—has received a 

“ringing endorsement” from shareholders. 
Perhaps. But those shareholders must, by 
now, be a confused lot. Until Sir James made 
his move, B.A.T was trumpeting the benefits 
of two decades of diversification. Pre- 
Hoylake, B. A.T's strategy was to use its cash- 
generating tobacco business to pay for ac- 
quisitions intended to offset the long-term 
stagnation in world tobacco sales. 

If that strategy ever made sense, it still. 
should. But its most obvious benefit ! 
been to immunise B.A.T against a takeover. 


















tees rera rre rmi Der eevee se rS rt t€ 





West Germany's government has announced the terms on which it will 
convert East German marks into real money: with restrictions, one Ost- 
mark will get yot one DEBA: Is this too generous? 






to ade damn 
roto D- 






marks at the highly fav 3 
to-one. For amounts beyi 
mare will cost diu d. 







"were promised 
Ore E talk of 


toone and seven-to-one. 
"The agreement also covers wages, pen- 
- sionsand debt. Wages will be converted at 


one-to-one; ditto for pensions. The debts - 


owed by East Germany's state-owned en- 
terprises to the state-owned banking sys- 
tem will be converted at two-to-one. 
Much else remains to be decided. East 
Germany's prices—especially food prices 
and rents—are heavily subsidised. These 
subsidies will need to be cut, but by how 
much and how soon is unclear. 

The terms announced so far are only a 
little more generous than those recently 
recommended by the Bundesbank, West 
Germany's conservative central bank. 
The bank's officials are saying they can 
live with the deal. But their recommenda- 
tion had been made after Mr Karl Otto 
Póhl, the bank's president, had seen 
which way the political wind was blowing. 
His first reaction to the idea of monetary 

^inion—way back in February—gives a 
vetter idea of what he really thinks. He 
| called the idea “fantastical”. His fears 
- were brushed aside by the government. 
. MrPóhl's main worry is that monetary 
union will spur inflation. The financial 
. markets are anxious, too— witness the 
ts gradual rise in West German interest 
tates. According to most estimates, East 
German cash and savings total about 180 
billion Ost-marks. On the agreed formula, 
. this will initially add roughly DM120 bil- 
lion to West Germany’s money supply, an 


| increase of about 1096..By itself, that 


| would be risky. In practice, other factors 
will cushion the inflationary impact. 
Germany’s inflation rate will be de- 


cided by the balance between total de- 


mand and total supply in the united Ger- 
man economy. The effect of monetary 


expansion on demand will depend on _ 
- how many of their new D-marks the East- 


Germans spend. They are unlikely to 
spend the let, aie if they are offered 








attractive ways to save, The increase in de- 
mand thën has to be judged alongside any 
increase in the economies’ joint capacity 
to produce. Both regions will eventually 
become far more productive—the west 
because of an expanded supply of rela- 


. tively skilled labour, the east because of 


the demise of central planning. But these 
benefits will take time. During the transi- 
tion, the increase in spendable money will 
raise demand relative to supply—so infla- 
tion will be at least a short-term headache. 





Some economists have a different 


worry: what will the agreement mean for. 
the competitiveness of East German in- 
i dustry? The average wage in East, Ger- 
many is about 1,100 Ost-marks, soon to 






be DM1,100. The corresponding figu 
for West Germany is DM3,300. On this 





basis, East German labour seems pretty: 


cheap even after a conversion at one-to- 
one. But to look at the matter this way is 
to miss a crucial point. | | 

Starting with monetary union, ‘the 
East and West German economies will 
start to integrate. Migration is sure to ac- 
celerate the process. Integration will 
mean, among other things, that the wage- 
gap for workers of a given quality must 
narrow sharply between the two econo- 
mies. The same will apply, and much more 


. quickly, to the price of any good that can 


be put on the back of a lorry. An unskilled 


. Worker in America’s rust-belt cannot be 
"paid one-third of what an unskilled 


worker in California is paid; a packet of 





true for Germany 


.DM61;a fridge, o 


- point, East German prices and: wages 


wis s headache. 
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The Ost-mark's last laugh 


biscuits in Britain's poor Y northeast ca 
not cost one-third of what i 
rich south-east. The same 


pair of toddler’s 
man 19 Ost-mar 


1 430 Cstanartór: 

























sii wages in West 21 will 
down (or will rise more slowly than otl 
wise). And wages in East Germany 
gradually be bid up, competitiveness no 
withstanding. Otherwise, workers will 
move west, or simply prefer to be unem- 
ployed—drawing D-mark benefits that. 
will need to be fairly generous for the gov- || : 
ernment to avoid charges of discriminat- ^ | 
ing against its new citizens. The united | 
Germany's benefits system will thus seta- | 
floor for wages in East German enter |. 
prises—possibly driving many of d 
out of business. HE 

The Bundesbank, in suggesting a wage | 
conversion at two-to-one, was right that 
more East German enterprises wou 
thereby have been viable for longer. Bu 
this aspect of monetary ‘union will not 
matter for long. Whatever the starting 
Wt 
gradually move towards market fie," W 
German) levels. This is bound to mean 
large-scale dislocation and unemployment’ 
and put a heavy burden on the publi 
purse. The Bonn government reportedly 
estimates this and other costs of economi 
union at up to DM50 billion—but yo i 
guess is as good as theirs. | : 

Mr Póohl's longer-term task will be ti 
ensure that this rise in public spending 
financed through taxes and borrowin 
rather than through printing money. Ger 
many in the early 1990s will be like Am 

ica in the early 1980s—combining: 
pansionary fiscal policy with a. 
monetary policy. Higher German inter 
rates are likely to force the D-mark high 
Other countries—especially members o 
the EMS—will have to choose betwee 
raising their own interest rates or depreci 
ating their currencies against the D-mark. 
The first would mean slower growth. The . | 
second would mean, in effect, importing | 
Germany's inflationary pressure. That is 
why, over the coming months, German ` 
economic and monetary union vill De ev. 
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Owning an American insurer has proved to 
be a most effective deterrent, a boon to the 
company's management, but not much of a 
benefit to shareholders. There is some black 
humour in combining tobacco, which has- 
tens users’ deaths, with a business that pays 
out when the deaths take place. But there is 
no evident industrial logic. Mr Sheehy says 
his management team has added a lot of 
value to B.A.T's various businesses; others 
are far from convinced. Sir James, for one, 
reckons the firm's insurance subsidiaries 
would be worth rather more as independent 
companies. To keep its shareholders sweet, 
and other predators away, B.A.T may have 
more slimming to do. 





Pitney Bowes and the fax market 


Profiting from 
Japanese imports 


STRATFORD, CONNECTICUT 


HE spectre of Americans sweeping up 

around Japanese machines is being in- 
voked yet again by many of America's elec- 
tronics companies. They are lobbying for 
more trade protection, in response to new 
figures which suggest that America's share 
of world production of electronics hardware 
has fallen from 5096 to 3796 over the past 
five years. But for at least one American 
company, the vision of an America full of 
Japanese electronics equipment thrills 
rather than frightens. 

Pitney Bowes spotted a profitable rental 
opportunity after Japanese companies seized 
control of the fast-growing American mar- 
ket for facsimile machines. Although Pitney 
Bowes is a provider of office equipment, it 
did not make faxes. In the early 1970s sales 
in America were dominated by Burroughs, 
which has since merged with Sperry to form 
Unisys; Exxon, a diversifying oil giant that 
made a sortie into faxes; and Xerox, which 
introduced the first business fax 25 years 
ago. By the early 1980s all three had stopped 
making faxes, leaving the field clear for their 
Japanese rivals. 

Why they gave up is a question that still 
sparks argument. Some say that American 
companies were distracted by word-process- 
ing, then seen as the “hot technology”. Oth- 
ers say that Japanese companies outclassed 
their American rivals with machines that 
were faster, better and cheaper. By the late 
1980s Japanese companies had nearly all of 
the world's fax production. 

Pitney Bowes saw and grabbed a chance 
to move into the fax business by renting 
made-inJapan machines to its corporate 
customers. Ms Meredith Fischer, a market- 
ing executive at Pitney Bowes, ticks off her 
company's advantages: its long experience 
in renting office equipment; a monopoly 
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providing postal meters that offers it easy ac- 
cess to Fortune 500 companies (postal meters 
must by law be tested at least once each 
year); and 4,000 field engineers. 

This sales pitch impressed Matsushita. 
It agreed in 1984 to make fax machines to 
Pitney Bowes's specifications, which the 
American company could rent to its busi- 
ness customers. In 1984 the installed base of 


fax machines in America totalled only a few 
hundred thousand. By 1988 that number 
had grown to nearly 2m. It will, predicts Mr 
Dennis Roney, the head of Pitney Bowes's 
fax division, double to 4m by the end of this 
year and then more than double again, to 
8.8m, by the end of 1992. Pitney Bowes ex- 
pects to grow even faster than that. 

The company ignores the cheaper end 
of the market, where machines sell for as lit- 
tle as $750, and concentrates on renting ma- 
chines priced $3,000 and above to big busi- 
nesses. Such customers demand quick and 
reliable instruction, repair and mainte- 
nance. With revenues of about $200m a 
year, the company's fax-rental operation 
still represents only 796 of total sales, but is 
the company's fastest-growing business. 

Japanese and American corporate cul- 
tures are a perfect fit, says Mr Roney. 
Matsushita, like other Japanese companies. 
has a "box mentality —it measures its s 
cess by the number of machines it ma.... 
and ships. Pitney Bowes is content to let che 
Japanese do this “grunt work” and to profit 
from its own superior marketing, distribu- 
tion and servicing network. 





The battle for control of San Miguel 


Opéra Bouffe 


MANILA 


HE largest firm in the Philippines is 

celebrating its 100th birthday. On April 
18th San Miguel began a five-month fiesta 
with a paean of praise from Mrs Corazon 
Aquino, the country’s president. San Mi- 
guel, she declared, is “the best showcase of a 
Filipino company, a shining example of cre- 
ative management and commitment to its 
public.” She conveniently forgot to say San 


Committed to its public 


Miguel is also a showcase for much that is 
wrong with business in the Philippines. 
The company has prospered thanks to a 
virtual monopoly on the domestic beer mar- 
ket. Dynastic squabbles allowed it to be 
drawn into a web of cronyism during the 
closing years of the reign of Ferdinand Mar- 
cos. Efforts to shrug off this legacy, when it 
became a political embarrassment, have led 
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to enormous amounts of litigation. 

Ironically, San Miguel's woes have 
grown because it is soundly managed. 
Shrewd manoeuvring enabled its total sales 
to grow to 36.7 billion pesos ($1.6 billion) in 
1989—roughly equal to 496 of the Philip- 
pines' GDP. San Miguel provided 796 of the 
country's tax revenue last year. This makes 
the company an irresistible prize for 
politicians. 

Marcos certainly found it irresistible. 
Asked as a small boy what he wanted to do 
when grown-up, he is said to have replied: 
"own San Miguel" His chance came in 
1983 after Mr Enrique Zobel, a rich and 
powerful cousin of the Soriano family that 
has controlled much of San Miguel for three 
generations, launched a bid for the com- 
pany. A rival Chinese-Filipino bidder 
emerged. Mr Andres Soriano Junior, the 
then chairman, was dying of cancer. 

Enter, posing as a white knight, Mr 
..uardo “Danding” Cojuangco, a cousin of 
Mrs Aquino better known as one of Mar- 
cos's chief cronies. He acquired a 19.5% 
stake in his own name and a further 3196 in 
the name of the Coconut Industry Invest- 
ment Fund (cur), which he then controlled. 
The Sorianos were left with less than 396. 

When Marcos fled to Hawaii in 1986, 
Mr Cojuangco went with him. In the ensu- 
ing confusion Mr Andres Soriano III tried 
to buy back the shares in San Miguel his fa- 
ther had sold to the cur. He misjudged pub- 
lic opinion in the aftermath of the country's 
peaceful revolution. In March 1986 the 
newly formed Presidential Commission on 
Good Government (PCGG) sequestered the 
stakes supposedly owned by Mr Cojuangco 
and the cir. 

Four years later the pcGG is still holding 
a 51.496 stake in San Miguel and appoints 
nine of the company's 15 directors. It claims 
Mr Cojuangco was acting as a front-man for 

rcos, and that ultimate ownership of the 
CliF's stake is unclear. Mr Cojuangco re- 
turned to Manila shortly before last Decem- 
ber's attempted coup, to reclaim his shares. 
Mr Andres Soriano III is now trying to do a 
deal with the PCGG over ownership of the 
shares he tried to buy back. This is opposed 
by the attorney-general, who fears it may 
benefit Mr Cojuangco, one of Mrs Aquino's 
most serious rivals. 

Confused?! Clarity is probably still a 
long way off, given the speed with which Fil- 
ipino justice grinds along. For example, 
none of the people accused of murdering 
Mrs Aquino's husband six years ago has yet 
been tried. 

One miracle is that, despite the confu- 
sion over who controls the company, it is 
being well run under a management con- 
tract assigned by the PCGG to A. Soriano 
Corp, controlled by—you guessed it—Mr 
Soriano III. It has expanded from beer into 
soft drinks (it bottles Coca-Cola in the Phil- 


ippines), ice cream, agribusiness and packag- 
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ing. Over the past two years it has opened 12 
new plants. It plans to finance further ex- 
pansion by developing, and then floating on 
the stockmarket, its extensive and underval- 
ued property holdings. 

Beer remains its core business. It is one 
of few Philippine products that has managed 
to penetrate export markets. "San Mig" is 
the favourite drink of many sweaty expatri- 
ates in Asia. The company is proud of its 
recent success at selling draught beer in Tai- 
wan and it has high (if slightly unrealistic) 
hopes for sales to Vietnam. More impor- 
tant, San Miguel's domestic market, which 
accounts for most of its sales, continues to 
boom. Filipinos seem to drink more San 
Mig not only when they have more money 
in their pockets, but also when they are feel- 
ing depressed about being poor or about the 
prospect of getting shot in the next coup. 








Privatising the Gdansk shipyard 


Tragedy of errors 


GDANSK 


BOVE the greasy docks of the Gdansk 
shipyard, giant and motionless cranes 
hang in the air like silent birds. Piles of steel 
coil, rusting away in the spring sun, com- 
plete the post-industrial landscape. The yard 
was slated for closure by the Communist 
government. Then it was embroiled for 
months in joint-venture negotiations with a 
Polish-born American millionairess, Mrs 
Barbara Piasecka-Johnson. Now it is slowly 
grinding to a halt. At its zenith, 16,000 
workers were employed there. Today a mere 
1,200 still have jobs. 
On April 10th most of these listened 
grimly as the shipyard director read aloud a 





Checking the price of their shares 


BUSINESS 





telegram from the Ministry of Industry. He 
said that the yard, the first home of the Soli- 
darity trade union and Mr Lech Walesa's 
former workplace, would become an experi- 
ment in privatisation. First the Polish gov- 
ernment will turn it into a joint-stock com- 
pany, and then it will sell off shares in large 
chunks. Workers will have special privileges 
to buy up to 2096 of them. 

While the yard's political position 
makes it a very untypical Polish company, its 
saga illustrates some of the perils of post- 
Communist restructuring; When Mrs 
Piasecka-Johnson, heir to the Johnson & 
Johnson soap and drugs fortune, began ne- 
gotiating a joint venture with the yard, its 
legal status was unclear, like that of many 
state-owned companies in Eastern Europe. 
Technically, it was already closed and had 
stopped looking for new contracts. Small 
parasite companies, most of them owned by 
ex-members of the shipyard directorate, 
were leasing bits and pieces of it. The yard 
was still under contract to build several un- 
der-priced ships for the Soviet Union, so it 
was in debt through no fault of its own. No- 
body knew who really had the authority to 
negotiate a sale: the workers, the yard’s di- 
rectors, the Ministry of Industry or Mr 
Walesa. 

Not knowing any of these details, Mrs 
Piasecka-Johnson made the mistake that 
many would-be investors in Eastern Europe 
will make: she offered to invest without un- 
derstanding the political or economic pecu- 
liarities of a Polish company. Initially the 
shipyard workers welcomed her offer, mak- 
ing the mistake many Eastern Europeans 
will make in response to similar western pro- 
posals: they failed to understand that west- 
ern businesses are more interested in profit 
than charity. “Mrs Piasecka-Johnson said 
she wanted to save the shipyard, not to doa 
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: gniew Lis, the 
acting chairman of Solidarity at the yard. 
f ‘Expectations were too high, and then they 
fell too fast." 

At the end of the negotiations, which 
lasted more than nine months, the workers 
hemselves rejected Mrs Piasecka-Johnson's 
offer, claiming it earmarked too little money 
for investment and wages and that Mrs 
'isaecka-Johnson: was simply trying to grab 
he yard on the cheap. Even now both sides 
quabble about. what Mrs Piasecka-John- 
son's assessors did or did not offer to pay the 
workers; © aboür .how many ships they 
ought the yard could build, and about 
shether they should have tried to force a 
10-strike clause i into the workers’ contract, 
bith they di d. 


usiness al " says Mr Zbi 


; EACH quarter we publish 
an updated version of this 
table. It shows forecasts of 
| kam the change in net corporate 
* profits between 1989 and 1990 for more 
~~ than 7,000 firms. The forecasts are the av- 
- erage guesses of 2,500 analysts at 150 in- 
J| > vestment firms, compiled by the Institu- 
- tional Brokers Estimate System (IBES) of 
Lynch, Jones & Ryan, a unit of Citicorp. 
The numbers are continuously re- 
viewed and amended; the table shows the 
position on April: 18th. Our last look at 
the numbers was in January. Forecasts for 
“1990” include the after-tax earnings of 
companies whose financial year starts be- 
tween June 1989. and May.1990. For each 
country, the percentage change is mea- 
sured in national currency; the sector to- 
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Earnings grow, but so does uncertainty 


i E Canada 


- Some ofthe conflict centred on the defi- 


nition of what exactly Mrs Piasecka-Johnson 
wanted to do. "Polish workers don't under- 
stand the meaning of the term joint ven- 
ture," she told a Polish weekly, explaining 


that the shipyard leaders never grasped the 


fact that she wanted to invest in the yard 
and make it profitable, not buy. it. Mr Lis 
concurs. "How do we know how to evaluate 
such a contract? We've spent ten years learn- 
ing how to fight communism, we never 
learnt anything about capitalist economics,” 
he says, referring to himself and other Soli- 
darity leaders. —. —— 

The next stage will be equally fraught 
with. complications. Few in the shipyard, or 
for that matter in Poland’s Solidarity-led 
atiis understand. the difference be- 








915 companies, and so is the most indica- 
tive of analysts’ expectations. Entries are 
also affected by the biggest companies in 
each sector, because forecast earnings are 
weighted by the market capitalisation of 
the firms included. Nixdorf, the biggest of 
the seven companies in the German tech- 
nology sector, is now expected to cut its 
losses by far more than analysts predicted 
in January, inflating the sector's entry 
from 131.5% to 206.6%. 

Forecasts for the American technology 
entry, a4 16-company sector, are still high, 


| Company net ni pee, ws Lad forecasts for 1990, % change over 1989 





tween a ae company’ and: a joint- 
stock company whose shares are all owned 
by the state. Share-buying privileges for 
workers sound nice, but few workers say 
they will buy any. bes wages at the yard 
averaging 650,000 zlotys ($70) per month, 
they can't afford them. Civen the shipyard's 
nostalgic significance, many Poles might buy 
shares out of patriotism. But will such a sale 
constitute a real transfer of ownership? Pa- 
triotic Poles might be less willing than the 
workers themselves to see the shipyard com- 


| petitively managed. Remember, though, 


that in 1945 nobody was at all sure who - 
owned the company making Adolf Hitler's 
"people's car", otherwise known as the 
Volkswagen. 
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primarily because the earnings of IBM, the | | 
sector's biggest company, are expected to. 
recover from large restructuring write-offs 
last year. Compared with 1988's actual 
earnings, the sector's forecast 1990 earn- 
ings are expected to rise only marginally. 

The same phenomenon occurs in almost 
all countries’ financial industries. Big 
banks everywhere increased loan-loss pro- 
visions last year, depressing earnings. 

. When we take a look at the numbers 
again in July, expect a slight decline in 
profit expectations everywhere, but espe- 
cially America. Over the past nine years 
IBES has discovered that analysts covering 
American companies lower their forecasts 
by an average 4.196 as the year progresses, 
almost always producing headlines herald- 

ing lower profits. Often all that has de- 
clined is the cyclical optimism of analysts. 





E 
eee pre à à er a AERA tta td rrr e P Mera ve erre ar itr Sms TET see E dS RA anaa 


Sector 
" Basic Capital ‘Consumer Energy Finance Tech- Transport Total 
| industries. goods .. goods and nology 
Conny | senes. | | 
Australia | | 





BES? tass in previous period 


L a High gow indies 















| 
| 
n 154 | = 
44 | 80 | 65 | 100 | 80 | 
na 16.7 c | 12.2 
| 
Jj 





Your success comes from taking risks. 
Ours comes from spreading them for you. 


EFFECTIVE risk management requires close 


contact with stock markets around the world. 
Plus a sophisticated analysis of the political 
and economic pressures that move exchange 
and interest rates. And a keen eye for global 
investment opportunities. 

At Lloyds Bank International Private Banking, 
we have an expert international investment team, 
able to make quick investment decisions on your 
behalf. We ensure your funds are invested in the 
best possible way, balancing risk and return in 
line with your needs. 


YOUR PRIVATE BANK 


Through a personal adviser, your account execu- 


tive, you will have access to all the skills and 
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experience of a banking team reptesented in 40 
countries, with contacts every-where in the world, 
Nowhere will you be assured a more professional, 
discreet, efficient and personal service — 
worldwide. 

To find out more, please contact: 
Steve Ushiyama, 2901-4 Admiralty Centre, 
Tower 1, 18 Harcourt Road, GPO Box 10126, 
Hong Kong, or telephone (852) 823.2122. 
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“HALT, WHO GOES THERE?” A lot of radar systems might not give 

you the answer fast enough. By the 
time you détsntiiné whether that “blip” is an enemy tank or a complacent cow, it could be too 
late to take the right action. * But now, with an advanced form of radar technology called milli- 
meter wave, Martin Marietta has made more exact target recognition possible— with great speed 


and precision. Millimeter wave can distinguish a truck from a tree, a tank from a truck, and even 
a column of tanks from a herd of cattle by recognizing the unique radar signature— or “fingerprint.” 
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* So millimeter wave doesn't just tell you if something's there; it tells you automatically what's 
there—quickly, precisely, and regardless of inclement weather. * At Martin Marietta, we apply the 
same creative intelligence to millimeter wave technology that we bring to other systems and products 


in defense electronics, space, communications, information management, energy and materials 
* That's what distinguishes us in our field. 


MASTERMINDING TOMORROW'S TECHNOLOGIES. 


6801 ROCKLEDCE DRIVE. BETHESDA, MARYLAND 20817 
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to find an individual approach. 
Quite often, successful asset management requires an individual approach 
based on specific client objectives. Bank Julius Baer, one of Switzerland’s 
most prestigious private banks with a century of experience, serves private 
and institutional investors around the world. We are committed to con- 
servative yet innovative investment principles. 


Bank Julius Baer. Our personal service is hard to beat. 


BoB 
BANK JULIUS BAER 


For the Fine Art of Swiss Banking 
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Japan's steelmakers 
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Virtue is its own reward 


TOKYO 


After four years of Tut pet: steel companies ought to be celebrating. 
gt 


Instead they are gir 


SMALL measure of pity is due even to 
Japan's mighty steel companies. Clob- 
bered by the rising yen in the mid-1980s, Ja- 
pan's five big blast-furnace operators (Nip- 
pon Steel, NKK, Kobe Steel, Sumitomo 
Metal and Kawasaki Steel) slashed their 
workforces and drastically reshaped them- 
selves to become, once again, the most efh- 
cient steel producers in the world. Now, af- 
ter four years of effort, they should be ready 
to enjoy some well-earned prosperity. In- 
stead they face sluggish domestic demand 
d rising financing costs, plus fierce com- 
, -tition from upstart mini-mills. This prom- 
ises to make their next four years just as mis- 
erable as the past four. 

Japanese steelmakers responded to a 
stronger yen and economic slowdown in the 
1980s with savage cuts and a round of new 
equity financing to reduce debts. By 1988 
NKK had axed 8,100 jobs, a quarter of its 
headcount. Nippon Steel cut its labour force 
by 8% to a total of 55,000 employees. All 
told, the industry shut six blast furnaces and 
packed 47,000 steel workers off to other 
businesses or into early retirement. The ag- 
ony still goes on. In early April Nippon Steel 
announced that it would shed another 5,000 
jobs by 1994. 

Long the proudest of Japanese compa- 
nies, the steelmakers have found cutting 
jobs to be beastly. Refinancing, by contrast, 
has been fun. By 1987 the five companies 
had issued enough new equity (via convert- 
ihle and warrant bonds) tp pay off more 

in a third of their Y6.5 trillion ($40 bil- 
n) of debt, reducing their annual debt-ser- 
vicing costs by more than a third to below 


Y 300 billion. Since then a further Y1.7 tril- 


emselves for even tougher times 


lion ($10 billion) of new equity has been is- 
sued, permitting even more debt to be re- 
tired. Such savings translate directly into 
operating profits. 

The net result is that the industry's 
break-even point has been lowered signifi- 
cantly. In the days before the high yen, Japa- 
nese steelmakers lost money when their 
combined output fell below 100m tonnes a 
year. Break-even is now down to an annual 
90m-95m tonnes. The big steelmakers have 
also invested heavily in automation and in 
making higher-margin products such as 
stainless and coated steels. 

The more dubious legacy from the 
steelmakers' years of restructuring has been 
their diversification into microchips and 
other non-steel businesses. Kawasaki Steel is 
building a Y100 billion semiconductor 
plant, and has a joint venture with Ameri- 
ca's LSI Logic to build silicon wafers. Kobe 
Steel is spending Y55 billion on a semi- 
conductor plant of its own. So far, NKK and 
Nippon Steel have committed themselves 
only to small, experimental chip plants, but 
they may take the plunge too. Nine affiliates 
of Sumitomo Metal build various bits of 
semiconductor-manufacturing equipment. 

So far the Japanese steel industry's foray 
into greener pastures has merely produced 
mounting losses. Tokyo analysts, mystified 
by the diversifications, calculate that the big 
steelmakers lost at least Y90 billion between 
them last year on ventures outside the steel 
industry. And that was before counting the 
cost of steelmaking staff on loan to the vari- 
ous new subsidiaries. Nomura Research In- 
stitute believes that the steelmakers' total 
losses on non-steel ventures was probably 
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closer to ¥215 billion during the year to 
March 31st. Only surging pre-tax profits 
from the companies’ core steelmaking 
operations—some ¥800 billion last year, 
thanks to booming car and construction 
markets—masked their disastrous sally into 
new areas. 

Unfortunately, the demand for steel it- 
self seems to have peaked, just as raw-mate- 
rial costs have risen and competition at 
home and abroad has suddenly started to 
hurt. The price of coking coal has gone up 
by 5% over the past year. Iron ore has 
soared 16%. The car industry's best years 
may now be behind it, and Japan’s construc- 
tion frenzy is beginning to slow as higher in- 
terest rates bite, along with government 
controls on property lending. 

On top of all that comes serious compe- 
tition from Japan's mini-mill operators. Lit- 
tle firms such as Godo, Toa, Toyo and a 
score of others make their steel from scrap 
iron, using small electric-arc furnaces in- 
stead of enormous blast furnaces. Japan's 
buoyant car sales over the past few years 
have left a trail of scrapped vehicles in their 
wake. This has created bargain scrap prices 
for the mini-mills. Modern electric furnaces 
produce only the lower grades of steel (eg, 
for building girders), but they do so far more 
competitively than the big five. 

Worse, profitable sales of stainless steels 
are losing their shine. The decline in sales to 
the car industry in Japan has coincided with 
a 20% drop in exports. A year ago, POSCO 
commissioned South Korea's first stainless 
plant at its Pusan works. South Korea is now 
a net exporter of stainless steel, which it 
once imported in large quantities from Ja- 
pan. Taiwan's Tang Eng is doubling its own 
stainless capacity, shutting another big ex- 
port market for Japanese suppliers. 

e first admission that leaner times are 
ahead for big steel in Japan came in late 
March. Three of the biggest steelmakers an- 
nounced that they were raising prices of 
their basic H-beam products by more than 
5%. As these set the benchmark for other 
steel prices, increases are expected to be an- 
nounced shortly for steel plate for the ship- 
building industry and sheet for carmakers, 
appliance firms and other machinery 
manufacturers. 

Japan’s big steel firms may not be able to 
make these new prices stick. Their custom- 
ers, facing falling sales and rising labour 
costs, are having to tighten their own belts 
and so are in no mood to pay more for steel. 
Four months ago the Japanese steel industry 
was planning to increase its capital expendi- 
ture by an optimistic 30%, to ¥680 billion, 
in 1990. That was before the stockmarket 
collapsed and equity financing slipped out 
through the back door. Two interest-rate 
rises later (with perhaps another to come), 
the industry's future is beginning to look de- 
cidedly shaky again. 
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formi r communist countries 
RONOUNCEMENTS from 


A American academics that 
"GATT is dead" sit oddly with the 
institution's growing popularity. 
welve countries are queuing to 
oin its ranks, now 96-strong. 
Taiwan and the Soviet Union 
may soon join the queue. All face 
stiffer entry terms than in the 
past. Whether former or still 
` communist countries or develop- 
“ing ones, they will be expected to 
subscribe in full to GATT's mar- 
_ ket-based rules and to pay a sub- 
stantial deposit by way of 
-liberalising trade. Far from 
` putting them off, such demands 
-have increased GATT's attraction 
| to countries trying to join the 
. club. 
c^ What does carr have to offer 


: Venezuela, Bulgaria and China? 
In recent years the most pressing 
reason has been the wish to take 
part in the Uruguay round of 
trade talks, launched in 1986 


Q and due to finish this December. 


= Under the rules of the round, 
participation is limited to GATT 


tries which applied for full mem- 
- bership before April 1987. If suc- 
cessful, the round will produce 
new trading rules, more open 
markets and deals covering for 
the first time foreign direct in- 
vestment, intellectual property 
and services. Countries want to 
know what is being discussed, 
perhaps nudge the outcome in 
the direction of their interests, 
and reap the benefits when an 
agreement is made. — 

Even without being in on the 
Uruguay round, GATT member- 
ship has big advantages. Most 
valuable are: 
*SNon-discrimination, 
"most-favoured nation" treat- 
ment. All cartr members must 


trading terms available. The only 
exceptions | relate to customs 
unions and other free-trade ar- 
rangements, and some preferen- 


- countries. 
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-to budding members as varied as 


-members and developing coun- 


called. | 


given the most favourable 


tial treatment. for developing 





A better deal for poor countries 


Developing countries have been the second-class citizens of world 
trade, often bullied by much-richer industrial countries or ignored 
in dus talks. This, the second of three briefs, examines the attrac- 

tions and disciplines that GATT offers third-world members and 


"Most-favoured nation" sta- 
tus can be critical for third-world 
countries now jettisoning dead- 
end policies of import substitu- 
tion in favour of export-led 
development. For these coun- 


tries, expanding exports is im- 


possible without access to the 





large markets of d Omen 
world. Former: planned econo, 
mies switching to market-based 


policies also need. such. treat- 
ment. Because they are outside 


GATT, they face higher barriers to 


their exports and are seldom in a 
strong position to negotiate bet- 
ter terms. 8 

eThe mahe nature of 


GATT, including its disputes pro- 
cedures, means that small coun- 
tries with a grievance against 


large ones can appeal to accepted 
rules. Thus when America im- 
posed a discriminatory levy on 


_ oil imports, a protest by Venezu- 


ela, a non-member, was ignored. 
Mexico, which joined GATT in 
1986, took the case to GATT (to- 
gether with Canada and the Eu- 





ropean Community) and won. 
GATT membership also offers 
small countries some protection, 
however imperfect, against being 
bullied by big countries. Brazil 
has hauled America into GATT’s 
dock for retaliating over alleged 
breaches by Brazilian companies 
of American pharmaceutical pat- 
ents. Since unilateral retaliation 
(whatever the grievance) is con- 
trary to GATT rules, Brazil has a 
strong legal case. The fact that 
intellectual property is not yet 
covered by GATT agreements 
does not exonerate America, 
which is still not supposed to act 
on its own. 
e Joining GATT can also help ce- 
ment economic reform in many 
developing countries. All GATT's 
recent members began to 


. liberalise their trade policies and 
: domestic economies before ap- 
plying for membership. But writ- 


ing the changes into a protocol 
of accession to GATT that has the 
status of international law makes 
backsliding much more difficult 
(which is a plus for foreign inves- 
tors) and helps deflect domestic 
grumbling as barriers against im- 
ports are knocked away. _ 
Mexico was the first to pay the 
higher GATT entry fee. It agreed 
to “bind” (ie, not raise again) 
most of its tariffs at a maximum 


50%. Tariffs were later sliced toa - 


maximum 2096 and import-i- 
censing was reduced drastically. 
Costa Rica, which has just com 
pleted membership formalities, 
is binding virtually all its tariffs 


| with a Hain af 5596 and | is 


scrapping import quotas. Bolivia 
and Tunisia have agreed similar 
terms. 

By contrast India, one of 
GATT’s original members, im- 
poses taxes on imports estimated 
to average 14396. None of its tar- 
iffs is bound. Nor has recent 
liberalisation made much of a 
dent in its extensive system of 
import controls. Because the In- 
dians joined early, their high tar- 
iffs and import barriers are per- 
fectly legal. But by insisting on 
their right to restrict. imports, 
the Indians are hurting them- 
selves more than others. 

Stiffer entry terms have not 
proved to be damaging for most 
new members. Quite the con- 
trary. There is plenty of evidence 
to suggest that countries alm 
always benefit from freer tra 
even if they open their markets 
unilaterally. The considerable 
gains from GATT membership are 
a further plus. 


Of East... 


Hence the new-found enthusi- 
asm for GATT in Eastern Europe, 
following the political and eco- 
nomic upheavals of the past 
year. Four East European coun- 
tries (Hungary, Poland, Czecho- 
slovakia and Romania) have 
been nominal members for some 
time. But, as centrally planned 
economies, they could not take 
on normal GATT obligations (for 
instance, tariff cuts) when they 
joined, so they were never enti- 
tled to full Garr benefits, includ- 
ing most-favoured nation treat- 
ment. (America has only just 
granted . permanent most: 
voured nation status to Polar., 
Hungary, and Czechoslovakia.) 
Now Poland has become the 


first country in GATT to renegoti- 


ate its membership terms to re- 


flect its moves to a market econ- 
omy. Others may follow suit. 
Bulgaria, which wants to join, 
will almost certainly have to ac- 
cept standard GATT disciplines 
from the outset. 

GATT does not require coun- 
tries to adopt western-style cap- 
italism. It does not care who 
owns the factories or how they 
are run. It does assume that busi- 
nesses can decide how much to 
sie and sell abroad in response 
' signals and that prices 
reflect . costs. Where 





prices. are fixed by bureaucrats 


and goods are allocated by plan 


| directives, GATT rules cannot op- 


erate sensibly. For instance, 
GATT permits members to levy 
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| dumped on their markets at 
prices below production costs. 
But if no one knows what pro- 
duction costs are, how can 
dumping be E or Fas 
proved? 








ery of re ng th 
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Uron. Americi; for one, say 
will accept them as GATT mem- 
bers only if pir rud reforms re re- 





he ie trading na- 
/ 'elcomed, mainly for po- 
litical reasons, China's formal 
application to resume its GATT 
place vacated in 1950. (Russia's 
bid around the same time to be- 
come an observer at the Uruguay 
round was cold-shouldered.) 
Now, after the faltering of Chi- 

na's "open-door" reform pro- 
iue and the brutal crushing 
of the country s pro-democracy 
movement in June 1989, the 
West has changed its tune. Mem- 
bership talks are stalled. 

This is unlikely to help Tai- 
wan, which at the beginning of 
this year asked to join. Taiwan's 
government carefully avoided 
any claim to be the "true" 
China, requesting GATT acces- 
sion as an "autonomous customs 
territory" (and the world's 13th- 
largest exporter). But China is 

traged and western countries 
"seem reluctant to offend. 
"As for the Soviet Union, the 
. West is encouraging but cau- 
tious. America and the EC say 
. their decision late last year to 
. back Russia's request for ob- 
P server status does not mean they 
^ will necessarily support a future 
5 membership application. 
~The Russians have been told 
< to wait until after the end of the 
— Uruguay round. But in any 
event, the Soviet government is 

Tiowhere near being ready to 
submit an application for mem- 
bership. Its economic and trade 
reforms are also well behind 
schedule. Subsequent negotia- 
tions on entry terms could take 
| several years. 
.. Until recently, GATT members 
aij rgued about whether the orga- 
" nisation should adapt its rules to 
accommodate centrally planned 
omies in order to become a 
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truly global trade policeman. 
With prospective members now 
expected to embrace free-market 
principles, and apparently will- 
ing (at least in theory) to do so, 
the question has become irrele- 
vant. Western countries still 


worry that the admission of 


China, and even more so the So- 
viet Union, could upset the po- 
litical equilibrium in GATT. But 
that lies far in the future. 


. .. and South 


Meanwhile, carr members are 


reappraising the special rules 
that exist for another group, the 
70-plus developing countries. 


They can use import curbs, ex- 


port subsidies and other trade 
barriers that are prohibited to 
others. Under rules added to the 


GATT in 1965, developing coun- 
tries are entitled to "differential 
and more favourable treat- 
ment", which means they do not 
need to offer anything in return 
for trade benefits. 

In practice, trade preferences 
have chiefly benefited the richer 
developing. countries. At the 
same time, third-world nations 
generally have been put in the 
vulnerable position of suppli- 


 cants for charity, while western 


countries got on with the more 
profitable business of bargaining 
among themselves. Past interna- 
tional trade rounds have been 


mostly rich-country affairs, dom- 


inated by America, the EC and 
Japan. 
In the Uruguay round third- 


. world countries are playing a sig 


nificant role for the first time. 
The price has been agreement 
(in principle) that the more ad- 
vanced among them would take 
on more GATT obligations by ac- 
cepting much the same trade dis- 
ciplines as industrial countries, 
and by liberalising their often 


heavily. protected markets. As 


with GATT's new members, many 
developing countries themselves 


"do as you would be done by" 
approach, offering and receiving 
more. 

In negotiations on textiles, 
tropical products and tariffs, 
western concessions are explic- 
itly contingent on market-open- 
ing measures by the big third- 


world exporters. In agriculture - 


and the "new areas” ‘services, 


intellectual property and foreign — 
investment), America wants to - 


go even further, arguing against 
any special treatment for devel- 
oping countries. Rich and poor 
would sign on for the same set of 
rules, with the poor merely being 
given more time to implement 
them. But most other countries 
think there will have to be spe- 
cific recognition of third-world 


concerns to persuade developing 
countries to sign the final deals. 

The West also wants to 
tighten the rules that allow 
developing countries to main- 
tain otherwise illegal import 
curbs because of balance-of-pay- 
ments difficulties. Of the $1 tril- 
lion in trade not subjec: to multi- 
lateral rules, according to 
America, half relates to trade by 
developing countries protected 
under this clause, often long af- 
ter their balance-of-payments 
problems have disappeared. 
South Korea, which has been 
running massive trade surpluses 
for several years, only recently 
agreed under pressure to 
"disinvoke" the clause, which 
will entail opening its market to 
farm imports. 

These are difficult issues. But 
GATT has the advantage that it 
has never been a forum for 
north-south (or east-west) wran- 
gles. Countries do not vote as 
blocks. Indeed they scarcely vote 
at all but take all big decisions by 
consensus. This has the obvious 
drawback of encouraging fudges 
and compromises. But most 
GATT members believe it helps 





see advantages in adopting the . 


"economies. 


hoc alliances in the Urug 
round, with rich and poo 
| discovering common ihterest 


-the farm talks, includes Aus 
lia, Canada, Brazil, Argenti 


many as two dozen—that 

























Dont the search k 
all can accept, given t 
of interests that transcend 
divisions between rich : 
or market and _ 








Instead, countries have cc 
together in a shifting set of a 


Thus the I strong Cairns g 
of agricultural "free trader 
which is playing a central role 


Thailand and Hungary. 

Some countries are now cal 
ing for GATT to be promoted 
the first league of internation 
institutions, to reflect its grad 
tion from rich traders’ club 

































near-universal world trade org 
nisation. Forty-three years after 
its creation, GATT remains a curi- 
ous legal hybrid, its secretariat 
still formally servicing the i 
terim committee of an Intern; 
tional Trade Organisation: th 
was never established. becau 
America's Congress objected to. 
giving bureaucrats in Geneva d 
cision-making powers on foreig 
trade, investment and compe 
tition policy. 

The current suggestion is fo 
something less ambitious: | 
World Trade Organisation tha 
would administer and polic 
large number of separate. 
ments and codes—perhap 


emerge from a successful t 
round. The wro would al: 
given strengthened powers. 
settle trade disputes. — 

Talk about a new, more pow 
erful trade organisation is all we 
and good. But there is a danger 
that it could distract attention: 
from the far more urgent task of 
securing effective trad 
liberalisation in the Urugua 
round. 
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" anis" | Phi 2 E United Kingin T Nationale-Nederlanden occupies a leading position in the 
en m | international financial services markets, with over 25,000 
3 Hongkong R Terzan ROC UR TEE" employee >s in 21 countries. The activities of the Group d 
$ k p E comprise insurance, investments and other financial ser- 
"A Suriname UR pees vices such as savings schemes and consumer credit. 
po ps Nationale-Nederlanden Depositary Receipts are quoted at 
= | _ the Amsterdam, Paris and Geneva stock exchanges. 


sls T OT Revenue and Profit ——————————————— 


Revenue increased by 1596 to US $ 12.1 billion. Net profit 
increased by 24% to US $ 508 million. 
All geographic areas and all principal activities were prof- 
itable. Especially the operations in the Netherlands and the 
new group companies in North America contributed to the 
increase in profit. 
The Group's interests in thé Far East were extended with 
new life operations in South Korea and Taiwan. 
Total assets amounted to US $ 48 billion at the end of 1989 l 
(US $ 43 billion 1988). 
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1989 — — 1988 — gy 
USSM. | USSM. 
Premium income "PD 20 8343 7,322 14 
investments & other activities Do ATU ARR P 
Revenue Do 12.060 010,504 —— 15 
Net assets "5201 4.124 26 
Net profit .$08 7 0 dH 24 
Per share of US $ L34; | 
BE | US$ US$ 
Net profit® mE 387 7 M x 
Dividend” E EST 145 R 
Dividend as declared — bob 1.46 E. 
5.33 e 


Shareholders funds* — a (3533 3229 
adjusted for capital movements). * bs f T 





For statistical purposes all amounts have been translated at thes same rate’ 
US$ 1 DFls. 1.92. 


ln E EN Dividend shkavosesoskneaussoseeenaménsd 
A divide :nd of US $ 1.57 per share is proposed. 


eU ME ON 4 ectatrons for 1990 VECEN TER SEN EA GN ARA 


The Execu tive Board expects that revenue will continue to 
increase and profit will equal the high 1989 level, despite 
the claims burden from the hurricane force gales which 
swept through Europe earlier this year. 


—""———-— Further information - "—————— 
The eim Annual vip is available cone 
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J FRANKFURT 


,9 THE two Germanies draw closer to 
A A union of both the monetary kind (now 
set for July 2nd) and, later, the political 
kind, Frankfurt's financiers move about 
7 their business with a swagger that gets more 
:swaggery by the day. It stems from the confi- 

dence that their attendance at the rebuild- 
z of Eastern Europe, coupled with the de- 

E  Miflaion which (not before time) has 
uem tecently prised open many of West Germa- 
-ny's archaic financial structures, will shift 

Europe's financial centre of gravity irrevers- 








ibly eastwards. Thus, say the most brazen of 


West German moneymen, not only will 
Frankfurt overtake Paris as continental Eu- 
rope's financial leader, it will even challenge 
London's international eminence. 


Maybe, but when? In many ways Lon- 


don still has a firm. grip upon West Germa- 
ny's financial pulse. For instance, though 
West German companies are, by interna- 
tional standards, meagre issuers of debt se- 
curities, 8596 of the $9.1 billion that West 
German borrowers issued last year was done 
offshore, in London's Euromarkets. In equi- 
ties, London's International Stock Ex- 
change often sees the equivalent of a third of 
the business in blue-chip shares that is done 
on West Germany's eight regional ex- 
changes. Ánd since the opening last Novem- 
+ of the Berlin Wall, it is the government 
.. ad futures contract, busily traded on 
ure, London's financial-futures exchange, 
that has been the financial barometer of the 
political drive towards German unity. 
The strength with which London has 

held on to West German business has - 
surprised even the foreign investment 
banks and securities houses that 
piled into Frankfurt four years 
ago.  Enticed by early < 
deregulatory stirrings, they E 


Finanzplatz Deutschland, 


came to sit astride the Euro-D-mark busi- 
ness. Today, not a single international 
house, including Morgan Stanley, J.P. Mor- 
gan and Credit Suisse First Boston, per- 
forms more than the perfunctory role of syn- 
dication from its Frankfurt office. The 
selling and trading of debt (and equity) is- 
sues still takes place in the firms’ engine 
rooms in London. 

How much business can West Germany 
now bring back home? Some straws: 
@ Financiers have been cheered by a mod- 
ern-minded finance minister, Mr Theo 


Waigel. Soon after taking up his post last. 


year he scrapped the 10% withholding tax 
on domestic-debt issues. Since previously 
there were plans even to raise the tax, capi- 
tal was being driven out of the country. He 
has also been instrumental in pushing 


through the Finanzplatzforderungsgesetz— ^ show no 
literally, the "law to enhance the country as 


a financial centre". 

@ From this year the Bundesbank has al- 
lowed companies to issue foreign-currency 
bonds in West Germany for the first time. 
However, much ofthe liberalisation that has 
taken place in the debt-securities market, 
encouraged by the Bundesbank's open- 


minded president, Mr Karl Otto Pohl, is still 


hampered by tiresome admission and listing 
procedures. These will probably be scrapped 
next year—in time for the first capital 
raisings to rebuild East Germany. | 

€ A revamped stockmarket law has done 
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ket, the Deutsche Terminbórse (DTB); w 
has been running (with little lustre) si 


Bundesbank, is currently insisting 
‘onerous new capital-adequacy rules 
_banks’ off-balance-sheet business. Not oni 
 isthis meddling unnecessary, it is also tem 
. porary: EC-wide rules on capital-adequac 
"(for some of & 
place the office $ provisions after 1992. - 


. Big banks move in 


| progress, but how arthtitis is beitig à 
come. Until early last year, no new tech 


-1970s, so great was the rivalry betweer 
i bourses: T: day change | is coming thick: 
~ fast, causing even London's stock exchang 
to take note. Th 
‘banks, notably the Deutsche Bank, th 
P ang Commerzbank, | 









more than usher in a new derivatives 


= [5 | 1990. ] Stockmarket reforms 
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In contrast, the eight cere stockma 
systems had been introduced since the 


"hank the bear-hug of the big. 














(which does about three-q 
of West German sharé trading) and D 
. seldorf Astor for most tof dies 












ing systems, LE Cd are. sides 
planned, by mid-1991 they coi 

vide the world's first same-day 
ing for equities—a ios 













































che Bae also nicely focused. the minds of 
'stock-exchange officials. In public the banks 
said that BIS, which went live at the start of 
the year, was needed to provide continuous 
"prices for the 14 stocks whose options are 
„traded on the DTB. In private they wanted 
BIS to become the main system for the 
wholesale trading of West German shares, 
cutting out the two classes of broker that 
people the Frankfurt exchange-floor. 

. Because such a system threatened to 
; linter further an already fragmented 


O put IBIS. “within its prium of influence. 
rankfurt is now working out how to merge 
i . brokers’ systems with 1BIS, and thus 
esent a unified face to the rest of Europe. 
~ So what of Frankfurt's future standing? 
lready, equity turnover in Frankfurt, av- 
aging about $4 billion a day, easily exceeds 
ss and London's domestic business. 
Stockmarket reforms may eventually re-cap- 
ture one-half of the West German business 
done in London, worth $500m a day. But 
the DTB, which begins trading bund futures 
- later this year, will probably not loosen 
- LIFFE’s stranglehold. | 


BRUSSELS 


F THE European Commission gets its 
way, City of London-style rules for the 
capital adequacy of investment houses will 
also apply to West German firms by the 
end of 1992. On April 25th the commis- 
sioner responsible for investment ser- 
.. vices, Sir Leon Brittan, announced that 
> he had found—at his sixth attempt—a 
. formula to bridge long-standing differ- 
-ences between Britain and West Germany 
-- on the capital-adequacy issue. Agreement 
- onhow to cover risk exposure is essential 

_ if the EC's system of “passports”, enabling 






the Community, is to succeed. 


. adequacy directive, the commission 
suggested that the Community 
should adopt a system. based on the 
kind of position-risk requirements 
. practised by the City. Yet this was 
_ too restrictive for City firms, which 
mounted a massive campaign to ease 
. some of the conditions. They have 
won on nearly all counts. In the 
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minimum capital required has 
been iridis dea og has 





investment firms to operate throughout = 


In earlier versions of its draft capital — 


draft's final version, the level of degli 








Eastern Europe, it will be many years before 
Frankfurt deserves the swagger to match the 
clout of its economic hinterland. For one 
thing, old financial habits die hard. Take the 
long-standing D-mark debt syndicate, led by 
Deutsche Bank, for the European Invest- 
ment Bank (EIB). It contains an ancient 
posse of West German banks that otherwise 
have little to do with the Euromarkets, cost- 
ing the EIB more than it need. Meanwhile, 
new habits are proving hard to learn. For- 
eign houses have been amused by a string of 
new-fangled issues led by West German 
banks which have not done their sums prop- 
erly, thus entailing amateurish losses. 
Probably the hardest new habit for West 
Germany to learn will be the art of invest- 
ment management. Without it, sophisti- 
cated debt and equity markets will not 


thrive. Some $200 billion of pension money 


is locked up as a cheap source of finance in 
companies balance sheets. The trade 
unions which oversee such funds on behalf 
of their members are leery of professional 
managers. Though American banks now 
manage the funds of the Teamsters’ mem- 
bers, it will be a long time before Deutsche is 
allowed to do the same by 1G Metall. 
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British position, Sir Leon, despite his op- 
timism, will upset the Germans. Investors' 
orders in Frankfurt are handled by the in- 
vestment departments of the country's big 
universal banks. As banks, they are al- 
ready subject to the more stringent sol- 
vency ratios set out in the second banking 
-directive adopted by the EC last Decem- 
ber. They opposed the idea of allowing 
non-banks from outside to compete 
with them on the basis of the more 
flexible (and, for outsiders, less 
costly) rules now put forward by 






















- Yete even n if West Getmánys $ debr mar | 
kets now spring to life with the financing of 


Dr Wicksell, 
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we presume 


NEW YORK 


S THE Federal Reserve about to tighten 
monetary policy? Yes, if it wishes to stay 
loyal to the neo-Wicksellian policy that Mr 
Manuel Johnson, its vicechairman, and Mr 
Wayne Angell, another of its governors, 
have been urging it to follow since 1987. 

That's right, neo-Wicksellian. Knut 
Wicksell (1851-1926) was a Swedish econo- 
mist whose theories lead modern central 
bankers to the following practical policy 
conclusion: consult the market price of 
money (ie, interest rates) to decide whether 
monetary policy is correct; and then use 
short-term interest rates to flatten the yi `” 
curve (ie, to close the gap between shc 
term and long-term interest rates). 

The spread between long- and short- 
term interest rates has narrowed signifi- 
cantly in the past three years. In 1987 the 
gap between the ten-year Treasury-bond 
yield and the federal-funds rate (the rate at 
which. banks borrow overnight) averaged 
173 basis points (hundredths of a percent- 


| 


the commission. | 

To get round West German objec- | 
tions, Sir Leon has proposed that, if West 
German banks so wish, they can apply se- 
curities firms' rules to their investment de- 
partments, thus freeing these from the 896: 
solvency ratio imposed upon the rest of 
the bank. Otherwise, if they prefer, they 
can keep the solvency ratio. 

Restructuring West German banks 
would prove costly. And, as one West 
German diplomat says, the proposals 

"have a distinctly British fla- 

t, vour”. This is a reference | 
GR * not only to Sir Leon, but also 

~% 9%, to the distinctly British man- | 

agement of the financial-ser- | 
vices department. Now come 

hard negotiations in the | 

Council of Ministers. | 

This is hardly surprising. The 
capital-adequacy directive is 
widely regarded as the single 
most difficult piece of legislation re- 
quired to liberalise the EC market in 

| 
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financial services. But the Germans 
may be fighting a last-ditch effort. 
Similar position-risk require- 
ments are applied by the world's 
other leading financial centres. 
And it is hard to see where the 
West Germans will garner enough 
friends to block the draft directive S | 
adoptio by majority voté = 0. | 











| The good Europeans 


The ecu bond market has long been threatening to grow up. At last it is 


finally doing so 


OOK at what is. E Gea 
Europe is hastening towards eco- 
‘nomic and monetary union. There is talk 
of using the ecu as the base currency for 
the European Bank for Reconstruction 
and Development. French and Italian 


governments are issuing ecu paper like © 


confetti. Without doubt the ecu bond 
. market has become Europe's most fash- 
ionable capital market. 

Over the past couple of months devel 
government and supranational agencies 
have issued large, long-dated ecu bond 
deals. They are all striving to give the mar- 
ket what it craves: liquid, long-term bonds 

_ that borrowers can use as a benchmark for 

^ pticing other issues. The exercise is not 

altruistic. The winner, with the most liq- 
uid bonds, will get the cheapest funding. 

The European Investment Bank (EIB) 
made the early running. In the first quar- 
ter of 1990 it launched, in a couple of 
slices, a long-dated deal worth 800m ecus 
($970m). The EB flushed out a clutch of 
other borrowers. In early April Italy 
weighed in with an issue for 1 billion ecus. 
This was followed by a deal of 350m ecus 
by the European Community. Next to is- 
sue was Spain, which pushed out its own 
500m-ecus bond, with promises of more 
to come. 

So far there is no clear victor. In its 
size, and its ten-year maturity, Italy’s deal 
was the boldest, but all the borrowers 
need to issue more before investors can 
give a real verdict. However, these large, 
long-term issues should now help remedy 
another bogey of the ecu bond market: its 

. lack of institutional investors. 

The ecu bond is one of the few bits of 
the Eurobond markets where tax-shy Be- 
nelux investors still play a dominant role. 
A sign of this is that the three big Belgian 
banks, Générale de Banque, Banque Bru- 
xelles Lambert and Krediet bank, were the 
top three co-managers for ecu bond issues 

last year. Institutional investors have been 
| .slow to recognise the charms of ecu 


v bonds, because the bulk of issues have tra- 


po ditionally been short-term and quickly 
locked away by the proverbial Belgian 
dentist. 

Evidence of this can be seen ‘from: the 
chart. It shows the yield curves of actual 
ecu Eurobonds against a theoretical “syn- 
thetic” ecu issue, The theoretical security 
is created by taking the yields of the gov- 
ernment bonds of the countries whose 
- currencies make up the ecu, and then by 
^ weighting them according to their constit- 
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term ecu Eurobond deals. 









uent Cvalie i in F ecu, In short maturities, 
the real ecu bonds trade at premiums to 


 thesynthetics. There may be good reasons 


for that: ecu bonds are easier to buy, and 
reflect the appreciation of the heavier cur- 


rencies in the ecu. But a market packed 


with professional investors—which the 
short-term market is not—would soon 
have arbitraged out the difference. 


The latest rush of large, liquid deals— 





more to institutions' liking—should help 
redress the balance. In the final quarter of 
1989 there were about 770m ecus of long- 


The short- 


dated—ie, up to five years—sector re- 


corded 2 billion ecus-worth of issues. So 


far this year there have been 2.5 billion 
ecus of long-term ecu Eurobond issues 
and 2.4 billion ecus of short-term ones. 


The quality of issues too is picking up: 


more blue-chip firms are taking notice. 
Top names such as IBM and Toyota have 
now launched ecu bonds. 

Apart from the dearth of jumbo deals, 
institutions have been kept away by a lack 
of liquid hedging instruments. This, too, 
is changing, if slowly. The three-month in- 
terest-rate future launched by LIFFE last 


"October was a start, but hardly an ade- 
quate hedge for long-dated stock. 


However, in December 1989 the 
MATIF, France's  financial-futures ex- 
change, announced plans to launch an 
ecu futures contract based on a French- 


treasury ecu bond. Trading of this con- 
tract is meant to start before the autumn. 


Crédit Lyonnais, that are linked to ecu- 
: denominated bonds issued by the French’ 


to come of age. Institutions have been. 


1196, which gives a yield gain in ecusof 80 © 











































And | since Made institutions. ee 
another hedging tool: 600,000 call and 
put (buy and sell) warrants, launched by 





/ Ji this is helping the ecu bond market: 


cpportunistic investors in some ec 
bonds, lured by the: quick proftti to be 
made from swaps. | 
Such swaps wok like this. Institue: 
tional investors—typically banks in coun 
tries which have dual-taxation agreem 
with Italy—can claim a 12.5% tax bene 
when they buy Certificati del Tesoro i 
Euroscudi (CTEs), at the Italian treasur 
monthly auction. The banks raise ecu 
in the Euromarkets, and pay six- 
month LIBOR (the banks' wholesale in- 
terest rate). The banks use the money: 
> to buy five-year, fixed-rate CTEs. These 
.. now yield about 11.9%. The fixed-rate 
interest payments from the CTEs are ` 
then swapped with another bank for © 
floating-rate dollars at the prevailing |. 
swap rate. Currently, the rate is about 





basis points (hundredths of 1%), includ- of 
ing the 12.5% tax refund. 
The interest of Japanese institutional 
investors, long courted by ecu Eurobond 4 
houses, also is picking up. The presence in’ i 
the league tables of ecu bond management | | 
of a big group of Japanese banks, includ- |] 
ing Mitsubishi, Fuji, Sumitomo and Long- | 
Term Credit Bank, is a sign of Japanese | 
investors’ increasing appetites. The Lon- ‘| 
don-based subsidiaries of some Japanese -i| 
securities houses, such as Daiwa Europe, | 
an offshoot of Daiwa Securities, are also < 
setting themselves up as market-makers i in 
ecu issues. i E 
One reason for the interest of the hoe T 
nese, who are famous for their love of high 
yields, is the rise in ecu returns: The 
bonds’ yields have jumped from 7.5-8% in: 
Jaruary 1989 to as high as 10.7596 for Ita 
ly's April shower. Ecu bonds are tradition: 
ally viewed as an alternative to holding D- 
mark bonds. As D-mark bonds now yield 
"only" around 8.8%, ecu bonds have par- 
ticular appeal. d 
Yet despite the naca interest from - 
institutions, the Eurobond houses with 
traditional retail placement are now—for 
the time being—at the head of the 
rankings. In the first quarter of 1990 one: 
of them, France's Banque Paribas, was in: 
first place, and another, Union Bank of 
Switzerland, a close second. What are the — 
odds that these two houses will still be 
there this time next year? 
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age point). In 1988 this spread narrowed to 
128 basis points. In 1989 it narrowed while 
changing sides—the fed funds rate exceeded 
the bond yield by 72 basis points. The yield 
curve became even flatter in the first quarter 
of 1990; bond yields again exceeded the fed 
funds rate, but by only 17 basis points. All 
this suggests that the Fed has indeed been 
guided by Wicksellian thoughts. 

In recent weeks, however, the yield 
curve has steepened dramatically. Bond 
yields have risen amid mounting fears of in- 
flation. On April 23rd they rose to 8.9796, 
compared with a federal funds rate of 
8.2796: a 70-point spread. Bond yields have 
risen a full percentage point in the past five 
months without any corresponding rise in 
the short-term rates that the Fed can 
influence. The snag is that the White House 
is very short of Wicksellians; the administra- 
tion wants the Fed to ease its monetary pol- 
icy, and is concerned that increasingly tough 
bank regulators are by their own actions 
precipitating a credit crunch. 

Mr Johnson was quoted in the Wall 
Street Journal on April 23rd as saying that 
he saw no signs of economic weakness, only 
"this hysteria about the credit crunch"; eco- 
nomic activity, he reckoned, was "beginning 
to pick back up". Mr Johnson and Mr An- 
gell have both been increasingly bold in pro- 
moting their views through speeches and in- 
terviews. They can do this because, under 
the chairmanship of Mr Alan Greenspan, 
the Fed is a much more democratic and de- 
liberative institution than when it was ruled 
by Mr Paul Volcker. 

Why does a flat yield curve matter? To 
answer that requires a brief summary of 
Wicksellian theory. Mr Steven Hanke, an 
economics professor at Johns Hopkins Uni- 
versity, a professional Fed-watcher and one 
of the first observers to note the Wicksellian 
bias in current policy, describes it as follows. 
The central tenet of the theory is to distin- 
guish between what Wicksell called the 
"bank rate" and the "natural rate". The 
bank rate was similar to today's federal 
funds rate. The natural rate was the hypo- 
thetical cost of capital chat would balance 
savings and investment in the economy at 
stable prices. The Fed's neo-Wicksellians 


Student of Wicksell, chairman of Fed 
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view the long-term Treasury bond yield as 
the nearest proxy for this theoretical rate. 

The Wicksellian theory, put at its crud- 
est, says that so long as the “bank rate” is 
equal to the “natural rate”, then prices will 
be stable. Wicksellians also look at another 
set of prices, as does the Fed, both to gauge 
inflationary expectations and to see if they 
conform to movements in the yield curve. 
These are commodity prices. 


Following rules 


How does the Fed apply the Wicksellian the- 
ory in practice? Mr Hanke says monetary 
policy is too loose in Wicksellian terms 
whenever the federal funds rate is below the 
long-term bond yield and commodity prices 
are rising. This fits current circumstances. In 
recent weeks, the yield curve has steepened 
and commodity prices have gone up. The 
Commodity Research Bureau index (the 
measure of commodity prices most widely 
followed by the markets) rose from a low of 
225 in late 1989 to 244 on April 23rd. If the 
Fed really is neo-Wicksellian, it might soon 
want to raise the federal funds rate by, say, 
25 basis points. This would squeeze infla- 
tionary expectations, which in turn should 
cause bond prices to rise and bond yields to 
fall. The resulting combination of a higher 
federal funds rate and lower bond yields 
would lead to the desired flatter yield curve. 

Mr Hanke thinks Mr Johnson and Mr 
Angell are correct to favour neo-Wicksellian 
policies that make it unnecessary to pursue 
money-supply targets—a task that has be- 
come virtually impossible in today's deregu- 
lated financial markets. He also says that the 
policies have worked well so far: the Ameri- 
can economy has continued to avoid the 
long-predicted recession. Staying true to 
Wicksell implies that the Fed should tighten 
soon, but after a while the likely result 
would be a fall in both short- and long-term 
rates. Investors would be impressed by the 
Fed's refusal to take a chance on the up- 
ward-sloping yield curve, says Mr Hanke. 
The consistent pursuit of a flat yield curve 
would end up delivering what almost every- 
body wants—a lower yield curve, right along 


its length. 





Michael Milken's settlement 


All buttoned up 


NEW YORK 


OR all the bang of publicity wich which 

America’s great insider-trading scandal 
began, it has ended with the weediest of 
whimpers. On April 24th, following plea- 
bargaining, a tearful Michael Milken 
pleaded guilty to six agreed criminal 
charges, none of them involving insider 
trading and all highly technical. It is an un- 
worthy end to a saga that has been long on 
moralising but woefully short on disclosure. 
It leaves Wall Street and the rest of the fi- 
nancial world little the wiser about what is 
or is not legal in the huge grey-area of in- 
sider-trading—or about what did or did not 
take place between Michael Milken, Ivan 
Boesky and the rest. 

If these men—or Drexel Burnham La 
bert—are the heinous wrongdoers they are 
cracked up to be, surely they should be tried 
in open court? Instead, the insider-trading 
scandal has been buried without one big 
case going to trial. 

The blame lies with America's system of 
plea bargaining, and the balance of power 
when it is used. Federal prosecutors have 
the upper hand when dealing with financial 
crime in this way, whether through threat- 
ening to deploy the catch-all anti-racketeer- 
ing (RICO) law or through cruder threats 
that recalcitrant white-collar criminals may 
find themselves sent to high-security pris- 
ons. The risk-reward ratio is such that even 
a person who is innocent knows he may of- 
ten be better off to plead guilty. Federal 
prosecutors push for plea bargaining be- 
cause they want to avoid a complex and ex- 
pensive trial. 

This is clear from Mr Milken's own posi- 
tion. Under the RICO statute, he riskec 
least 20 years in prison if he lost a trial. / 
the jury might resent his billionaire status. 
That is why, after nearly four years of trial- 
by the press, amply fed with government 
leaks, Mr Milken finally pleaded guilty. The 
deal will mean probably about five years in a 
country-club prison. He must also pay a fine 
totalling $600m—a lot even for him. As an 
added kick to this obsessive student of low- 
grade corporate bonds, he will be banned 
from the securities industry for life. 

Why did Mr Milken agree to these oner- 
ous terms—and onerous they are, given the 
technical nature of the offences to which he 
has pleaded guilty, though not by compari- 
son with the original indictment? Because 
the government, after long negotiations, 
agreed to the two unselfish conditions he 
was insisting on. The first was that all 
charges against his brother, Mr Lowell 
Milken, a lawyer, be dropped; the second, 
that prosecutors should not require him to 
co-operate by telling tales on others prior to 
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Local colour. Global spectrum. 





Over 1,300 offices in 50 countries. 
And what's right for Seattle might 
be wrong for Sydney. That's why 
each office of the HongkongBank 
group has to make fast decisions, 
worldwide. 
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To arrive at those decisions. each 


office has access to the information 


it needs through our Global Data 
Network and advanced 
telecommunications systems. 


Our clients also have the benefit 
of instant information, through 
Hexagon, our global electronic 
financial service system. 

For more information, contact 
your nearest office of the 
HongkongBank group. 

The reach of a worldwide bank, 
with the local flexibility to make 


fast decisions. That's our strength. 





HongkongBank 


The Hongkong and Shanghai Banking Corporation Limited 


Marine Midland Bank « Hang Seng Bank 
The British Bank of the Middle East « HongkongBank 
of Australia « Hongkong Bank of Canada 


Wardley « James Capel e CM&M 
Equator Bank 


Carlingford and Gibbs Insurance Groups 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1989 
EXCEED US$132 BILLION 
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influence the advice he gives investment clients at James Capel — — 
( X & Co. in London. 


"There can be no doubt about the scale of opportunity for 














companies which can help bridge the gap between the : 
1^ t 1 S demand for energy and the realities of protecting our 
n environment”, says Coleman. 
“We are seeing the emergence of a new business sector spanning | l : 


a range of energy and environmentally-related technologies that is going E 


to rank alongside such things as microelectronics, telecommunications 








and bio-medicine in importance. 
"Nature's energy resources are undervalued assets in more senses. 


estme ? t. lanes? 


Electrical engineering will be a key technology in the twenty- : | i j 








first century. The facts are simple. By the year 2000, the world’s energy - 
demands will have increased by 3096. There will be one billion new 
consumers whose needs must be met whilst the effects on our environ- 
ment must be minimized. 

ABB is a leader in electrical engineering, committed to the 
development of new and better ways of generating power, getting it to 


where it is needed, and using it efficiently. 








n Y LO 
* 
y 





digi tal] 


Discover how 
one mans vision 
can change 
the way you look 
at the world. 


In every series, no two 
pictures are exactly alike. A single 
theme. The same object. But envel- 
oped in varying light, changing 
seasons and atmosphere. This is 
Monet in the '90s. 

Digital Equipment Corporation 
and its employees are proud to 
sponsor the exhibition that brings 
together, for the first time, the serial 
paintings of Claude Monet. 

Discover this representation of 
changing light, weather and season 
that was to make him world famous. 
Discover Monet in the '90s. 





Museum of Fine Arts, Boston 
February 7-April 29, 1990 
The Art Institute of Chicago 
May 19-August 12, 1990 


Royal Academy of Arts, London 
September 7-December 9, 1990 








Lending institutions from top to bottom: 

The Metropolitan Museum of Art, Philadelphia 
Museum of Art, Tate Gallery, Philadelphia 
Museum of Art. 





© Digital Equipment Corporation, 1990. The DIGITAL logo is a trademark of Digital Equipment Corporation. 





= The fact that prosecutors agreed sug- 
gests that the government has decided to 
call it a day on insider-trading scandals, feel- 
ing sated now that enough big fish have 
been caught. lt also suggests that Mr 
Milken's many famous clients as well as his 
former Drexel colleagues, most of whom he 
has made rich beyond their wildest dreams, 
can probably breathe an enormous sigh of 
relief—which is not to say they will return 
his telephone calls. 





Foreign banks in Japan 


ar 


A gaijin, a loan 


OREIGN commercial bankers in Tokyo 
could scarcely believe it. Earlier this 
year, loan officers from some of Japan's best- 
ywn banks started to call up to ask if they 
= ald like some customers. Not only did 
these customers want loans, but they were 
also prepared to pay twice the margin for- 
eign banks could usually get. And the Japa- 
nese banks were prepared to guarantee the 
loans. Too good to be true? No. Too good to 
“last? Yes, 
J.- Since the early days of “impact” (ie, for- 
eign-currency) loans in the 1970s, foreign 
commercial bankers have seen their share 
dwindle to around 1% of Japan’s ¥385 tril- 
lion ($2.4 trillion) market for bank loans. 
. Yet in February the foreign banks’ outstand- 
ing loans jumped by one-quarter above their 
level the previous month, to ¥5.7 trillion. By 

the end of March they had topped ¥6 tril- 
lion for the first time. 


These sun-blessed days will be 


shortlived. The magnanimity of the Japa- 
nese banks was a result of an official crack- 
down on the domestic banks’ property lend- 
ing. Between 1985 and 1989 this nearly 
;tripled, to Y41.5 trillion on conservative 








| «T)ENSION-FUND socialism takes 
ownership away from real people, 

and defies every democratic principle," 
blustered the investment-trust associa- 
tion after the British Coal Board's pen- 
sion fund on April 20th bid for Globe, 
| Britain's best-known investment trust. 
Globe's management said the bid should 
be blocked by the Monopolies and Merg- 
ers Commission on the grounds that a 
takeover would restrict investors' choice. 

It is not alone in being shocked. Mr 

| Johnny Townsend, a director of Bzw, the 
| financial firm advising the Coal Board, 
| resigned, at least partly in disgust. And 
| London’s stock exchange is looking at 

whether the Coal Board’s fund managers 
| acted on inside information when buy- 
| inga 5% stake in Globe from Standard 
| Life. Globe's management claim they 
| passed on privileged information to the 
| Coal Board pension fund just before the 
| stake was bought. 

The fuss is over Britain's biggest in- 
vestment trust, which has assets worth 
£1.09 billion ($1.7 billion), over 40,000 
shareholders and a 117-year investment 

| history. The Coal Board pension fund 
| has been eyeing Globe because, until re- 
| cently, its share price traded at around 
| an 18% discount to the value of its assets. 
| The fund hopes to buy these assets on 
the cheap by purchasing the remaining 
shares at a 696 discount to the asset 
value. If it succeeds, Globe will vanish. 
Yet Globe's future will hardly be de- 
cided undemocratically. British Coal’s 
pension fund will be able to take over 
Globe only if over 90% of voting share- 
holders approve of their offer. Since in- 
dividual shareholders own about 30% of 
Globe, at least two-thirds of them will 


measures. Meanwhile, Tokyo's land prices 


soared by 2Y? times. Stop the lending, the 
authorities reckoned, and land-price rises 
would be contained. So last year monetary 
policy was tightened. And the central bank 
told the commercial banks to restrict the in- 
crease in their lending to property firms to 
below the total growth in their loan 
portfolios. 

This sounded complicated, so it was 
easy to evade. The banks cut their direct 


property lending, but lent more to finance . 


and leasing companies who then lent to the 
property firms. Now the Bank of Japan has 
told the banks to stop that too. In the first 


quarter of this year such property lending 


dried up. 

Hence the introductions to the foreign 
banks, for whom other non-bank financial 
institutions are prized clients. Typical 
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Tne end of the great Globe itself 


an indication, they also appear willing to 


over, in part because they may then havi 


less than the average investment trust. | 


of funds, are twice as fat as foreign ba 










need to approve of the takeover; ifi it 
go ahead. The accusation of insider d 
ing also appears to be unfounded. Th 
Coal Board pension fund told Standar 
Life the contents of its meeting with. 
Globe before purchasing the 596 stake 
and Standard Life is not complaining. 
about the deal. 

The investment-trust industry is wor- 
tied that takeovers of this sort will scar 
away small investors, whom it has been: 
courting desperately over the past few. 
years. Such investors own only abou 
one-quarter of shares in investmen 
trusts, but they hold their shares long 
than institutions and are usually a 
thetic about investigating the. perfor 
mance of managers. If the evidence o 
unit trusts (open-ended mutual funds) is. 







































pay exorbitant management fees. Bu 
small investors may not always like own. 
ing shares in companies that are takei 


to accept the cash value of their shares 
and pay-capital-gains tax at an inconve- 
nient moment. EN 
The shares of an investment trust. |] 
tend to trade below asset value. But while. | 
investment-trust managers would. no | 
doubt like to be rid of the watchful eye of . ||. 
the institutions, their scrutiny partly ex: 
plains why investment trusts have per- 
formed well in the past ten years. Be- 
tween the end of 1979 and 1989 the unit- 
trust index increased by 1696 each year 
and the FT-All Share index by 16.7% 
Meanwhile, the Investment Trust inde 
climbed by an annual 19.696. Globe's in- 
vestors did not do so well. Over the same © | 


decade Globe's share price rose by 20% 


spreads, at 3 ios points c over da ks 


have grown accustomed to survivi 
Moreover, the Japanese bank-guara 
lowed the assets to have a more favot 
risk-weighting under the guideline: 
tal ratios issued by the Bank 
tional Settlements. That makes th 
even more profitable. ae 
Enter an angry Bank of Japan. ; 
tral bank is not amused that its rest 
on domestic banks’ lending are þein 
cumvented by foreign banks. Last mo 
required foreign banks to report to it d 
of all new loans. It cannot afford to E 
heavy-handed, for fear of provokin 
friction and losing goodwill, notably + 
the Europeans (American banks in Te 
have long scaled down or stopped lend 
Earlier this month the Ministry : 
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nance asked selected foreign banks to hold 
the increase in their property loans to the 
same level as that of their overall loan port- 
folio. Old hands are already retelling stories 


of how the foreign banks in the early 1980s 


Oil trading 


Brent blues 


incurred the displeasure of the Japanese au- 
thorities when they made loans to loan- 
sharks after domestic banks had been told 
to cut back. After displeasure comes slink- 
ing back to life on the margin. 





The Brent market is the biggest oil-trading forum, hel ing to set the price 


of much of the world’s oil. An obscure court case could bring it to its knees 


SK most people the price of oil and, 
chances are, they will quote the going 
rate for a barrel of North Sea Brent, set on 
the Brent market. Brent is an informal “for- 
ward” market, used by many of its 50 or so 
participants (mainly oil companies, Wall 
Street investment banks and independent 
traders) for hedging and speculation. For 
each of the cargoes of crude oil that form the 
market's physical basis, numerous paper 
contracts are traded. There were some $30 
billion-worth last year. 

Brent is crucial because it sets the world 
"marker" price for oil (which still accounts 
for 3896 of total energy needs). Many oil- 
producing countries now price at least some 
of their oil relative to Brent. Most of the oil 
imported into Europe in 1989— worth over 
$40 billion—was priced this way. 

Over the past four years Brent has run 
into a number of problems: the market has, 
for instance, regularly been cornered, push- 
ing up world oil prices by as much as $3 a 
barrel. Now Brent is facing its stiffest test. It 
may not emerge intact. 

On April 18th, at a Manhattan federal 
court, ludge William Conner cleared the 
way for a lawsuit accusing Exxon (the 
world's second-biggest oil company) and 


Calm for now 


Conoco (the energy arm of Du Pont) of rig- 
ging prices in the Brent market. If the defen- 
dants lose their case, which comes to trial on 
May 21st, the Brent market could collapse. 
A number of big oil companies could find 
themselves besieged by new lawsuits lodged 
by everyone from independent oil traders to 
the British government. 

The plaintiff in the trial, a Bermuda- 
based oil-trading company called Transnor, 
alleges that Exxon and Conoco, along with 
Royal Dutch/Shell and BP (which have both 
settled out of court), conspired to cause a fall 
in oil prices between late 1985 and March 
1986. In December 1985 Transnor pur- 
chased two 600,000-barrel cargoes of North 
Sea oil on the Brent market, at an average 
price of $24.50 a barrel, for delivery in 
March 1986. During the intervening period 
oil prices tumbled—entirely as a result, it 
has always been assumed, of an OPEC price 
war. By March 1986 a barrel of oil cost as 
little as $13. Transnor refused to take deliv- 
ery, and sued the four oil companies. 
Shortly afterwards its oil-trading operations 
went bust. The firm is now claiming some 
$230m in damages. 

When Transnor launched its case, the 
big oil companies initially sought a dismissal 





on the grounds that Transnor was a foreign 
trader. Judge Conner denied their motion, 
and a subsequent request for permission to 
appeal. Shell and BP settled shortly after- 
wards. The remaining defendants then 
moved for a summary judgment, a motion 
denied by Judge Conner last week. His rul- 
ing, in essence, was that there is sufficient 
evidence of liability for a trial to take place. 

Judge Conner found Brent to be “pri- 
marily a US market”, having significant im- 
pact on American trade. That means Trans- 
nor has standing under American antitrust 
laws to pursue its claim that it suffered from 
anti-competitive activity on the market. But 
the nub of Transnor's case is its allegation 
that Exxon and Conoco (along with the de- 
fendants which have settled) conspired in a 
process known as “tax spinning "— multiple 
oil sales and purchases which, at the time, 
gave oil-producing firms the option, at some 
future date, to use the lowest-priced of thi 
deals to establish their tax liabilities. The: 
fendants deny conspiracy. 

The reason crude-oil prices fell so far so 
fast in late 1985 and 1986, says Transnor, 
was only partly due to OPEC’s squabbling. 
Mostly, the oil-trader alleges, it was caused 
by an oilcompany conspiracy to evade 
taxes. Lower crude-oil prices make refining 
more profitable, especially when refined oil- 
product prices fall more slowly than crude 
prices. By shifting profits from Brent crude- 
oil production (taxed by Britain at 87%) to 
oil refining and marketing (taxed at 40%), 
Transnor alleges, oil companies’ tax liabil- 
ities were cut still further. The Manhattan 
court concluded that tax spins “feigned a 
non-existent market position and poten- 
tially misled other Brent market traders". 

Transnor's deals in the Brent market, 
ruled Judge Conner, constituted futures 
(not forward) contracts. If this ruling is up- 
held at trial (or if it is left standing by an out- 
of-court settlement), America's Commot 
Futures Trading Commission would .. 
compelled to impose tough controls on trad- 
ing by American firms on Brent—and per- 
haps even ban trading altogether. Britain's 
Association of Futures Brokers and Dealers, 
the Brent market’s regulator, will also have 
to take firmer action to bring the market to 
heel. At present it only requires adherence 
to a feeble code of conduct. 

The Transnor case has scared Brent's 
traders. Several, along with a number of oil 
companies, have stopped doing business 
with firms trading out of America. Many 
have quit the Brent market altogether, hedg- 
ing instead on America's NYMEX and Lon- 
don's International Petroleum Exchange, 
the two big official oil-futures exchanges. 
And still others are wondering what their 
tax liabilities might be if Transnor wins: one 
independent consultant reckons that spin- 
ning may have deprived Britain’s taxmen of 
up to $3 a barrel. 
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Biotechnol r ' j 
will need to bi 


could never rine up a a rival to the cae 
lished pharmaceutical gi- 
ants; and they concluded 
that they could no longer 
hope to harvest a crop of 
blockbuster drugs simply by 
mass-producing proteins. 
On this second point they 
are almost certainly right. — 
The biotechnology. in- 
dustry was spawned by the 
invention of genetic engi- 
neering, by which genes 
(which carry the instruc- 
tions for making proteins) 
can be transferred from one 
living thing to another. 
Such engineering meant. 
that pure proteins, many of 
which are otherwise avail- 
able only in tiny amounts, 
. ld be mass-produced. In 
. late 1970s Genentech 
transferred the gene for hu- 
man insulin into bacteria, 
which multiplied and pro- 
duced large quantities of 
the drug. Since then, ge- 
 neticallh; engineered ver- 
sions of human-growth hor- 
mone, which combats 
dwarfism, and TPA, which 
dissolves arterial clots and - 
- helps stop heart attacks, have poured out of 
Genentech's laboratories. 
| Genentech and its kin had good reason 
to pursue proteins. As scientists found out 
more and more about the immune system, 
the chemical messengers used by nerves and 
the causes of cancer, they came to realise the 
power and variety of proteins—which there- 
. fore seemed to be a rich seam of potential 
. drugs. Proteins became much cheaper to 
HE make. Large-scale cultures of cells from 
mami als (another sort of protein factory, 
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Not given up yet © | 


which can be used instead of bacteria) used 


to be grown in thousands of bottles that had 


to be fed by hand. Companies such as 
Invitron near St Louis, Missouri, have devel- 
oped techniques in which mammal cells can 


be stuffed into hollow fibres and nurtured | 


without help from people. Even more prom- 
ising is the prospect of turn- 
ing sheep or cattle into 
pharmaceutical factories. 
Despite these advances, 


sales. Huge practical prob- 


proteins. Some 
insurmountable: 
e Complexity. Proteins are 
often adorned with other 
molecules that are essential 
if they are to work properly 
in the body. Large proteins 
often carry sugars. One 
large protein, follicle-stimu- 
lating hormone, adopts dif- 


seem 


different times, which lets it 


egg-containing follicles dur- 
ing the menstrual cycle. 
Neuropeptides, which co- 
ordinate the signals that are 
transmitted between nerve 
cells, need to carry an extra 
nitrogen-containing chemi- 
cal, known as an amide, in 
order to work efficiently. 
These chemical extras 
are added after proteins 


have been synthesised on the instructions of . 


genes. However, neither bacteria nor mam- 


them. Scientists have been trying to recreate 
an enzyme soup that can make such chemi- 


cal additions to genetically engineered pro- - 


teins in the laboratory. So far they have not 


had much success. 

e Duff drugs. Although proteins can act as 
powerful agents in the body, they can make 
lousy medicines. Nature designed. TPA so - 
that its anti-clotting action lasts only for 


-. ble; ideally, they should perform only o 


. cles. Such complex molecules can trigger u 
- fortunate side-effects when used as drugs. 


- by injection; if they are swallowed they ar: 


are too large to cross the gut wall to ge 
| the bloodstream. However, injected 


targets in the bloodstream. They canit 
. find their way to internal tissues or or, 
proteins account for only a ` 
tiny proportion of drug - ! 
proteins may be unable to duplicate the ac 
lems still dog engineered - 


. Anew toolkit - 


. sorts of promising technologies have ar 
. rived: machines that can build bits of pro- 
. teins out of amino acids and bits of genes 
. out of nucleotides; others that can analyse. 


ferent sugar molecules at _ 
- niques, which amplify tiny amounts of § 
regulate the maturation of ; 
it easier to manipulate; and a strain 
mouse, known as the scib mouse, which H 


forced to accept all ‘sorts | of h 
. transplants. ui 


- Bits of the TPA molecule are beir 


' Individual amino. acids ` are also. 
mal-cell factories can faithfully reproduce 


| tein which can be tailor-made from amit 








































minutes (otherwise it would lead to inte 
bleeding). Doctors want a pharmaceu 
version of it to act for hours, since s 
heart attacks last that long. Also, some pa 
of proteins seem superfluous. TPA contai 
two structures known as kringles, but onl: 
one seems necessary for the molecule t 
its job. Drugs need to be as simple as pos 


task. Human growth hormone does. pler 
of jobs apart from promoting growth: 
involved in aging and in building up 1 
9 Drug delivery. Proteins have to be given 


either broken down by enzymes in th 


teins can be aimed only at easily accessil 








like the brain that are sealed off from he ; 
circulation. Even if they reach their targets, 


tions of natural human proteins exactly. - 


Biotechnologists have not given up. ALL 


complex carbohydrates; protein engine 
ing, which lets molecular biologists tink 
with the amino-acid building blocks of pro- 
teins; polymerase-chain-reaction (PCR) te 


netic material from a drop of blood, maki 
a defective immune system and can 


These doneh mean iat biot 
nology can use other tools combined 
genetic engineering to solve its pr 
Scientists, are already using protein 
neering to make semi-synthetic 


in order to get at the smallest usefu bit 
changed to prolong TPA's working lif 


Semi-synthetic proteins will even a 
be replaced by peptides, small pieces of pi 


acids to interact with the desired recept 
molecules in the body. Unlike proteins, pep 
tides can cross the skin, gut and most otl 
biological barriers. Peptide drugs could 
swallowed. A group at the Medical. Co 







































f Ohio has put peptides ao m aspi- 
rin-like chemicals in a gelatine capsule that 
resists enzymes. When the capsule reaches 
‘the colon (which is largely free of enzymes), 
‘bacteria that live there act on its plastic coat- 
Ang to release its contents. With the help of 
the aspirin-like molecules, the peptide will 
be able to cross the colon wall. This idea will 
irst be used to develop an oral version of 
insulin, whose molecules are so small as to 
resemble a peptide. | 

.. Other natural molecules can also be 
sed to make pharmaceuticals. In theory, 
enes, once injected into the body, will 
hurn out proteins. One dose of such medi- 
ine would be enough. Getting the body to 
make its own proteins in this way means 
hat the proteins are more likely to copy the 
ctions of naturally produced ones. One rea- 
son that insulin causes unwanted side-ef- 
ects is because it is hard to work out the 
ight dose. A transplanted insulin gene 





needs. 
|: Then there are gene drugs, bits of 
synthesised genes which interfere with the 


Holographic screens 
In the mind's eye 


PICTURE is worth a thousand sums. 
Whether you are working with a 
: supercomputer, radar or a medical scanner, 
pictures are many times better at conveying 
information than are, say, pages filled with 
. tables. Since better images can convey more 
- information, there is good reason to want to 
> refine the technology of electronic displays. 
Yet in one respect even the most advanced 
display is no more sophisticated than a cave 
painting: it can make use of only two of the 
‘three spatial dimensions. Just as colour 
creens have swept aside black and white, so 
or some uses three-dimensional screens 
*would be a great improvement on those that 
are stuck in two. 

The 3D display humming away in the 
Yedia laboratory at the Massachusetts Insti- 
ute of Technology (mit), seems to be the 
world's first. True, it is rudimentary. lt can 
aepresent only simple objects, and paints a 
iew image in space only once every second 
compared to the cinema's 17 images a sec- 
nd and television's 50 or so). Nevertheless, 
ook into Mit’s machine, and you will see 
vhat seems to be a solid object. 

To understand how it works, consider 
iow a hologram—the sort of 3-D image that 
sms to hover magically inside two-dimen- 
nal surfaces—differs from an: ordinary 
jicture. A conventional photograph affects 
he intensity of light that bounces off it. 
hus it can RE convey shading, col- 





should be more responsive to the body's. 





» ‘activity of other genes. Such drugs are nius i 
more efficient at binding to their targets 


than proteins are. They are easy—though 
still expensive—to make and, because they 
are small, readily pass through tiny pores in 
cells and their membranes to reach the tar- 
get DNA. Usable versions are about ten years 
away. Carbohydrates also control plenty of 
the body's activities. Heparin, a drug that 
has long been used to stop blood clotting, is 


. one such useful example. 


So biotechnology may yet deliver, if it 
can move on from its first phase, in which it 
has focused unduly on making proteins by 
genetic engineering. Dr Jonathan Mac- 
Quitty, the head of GenPharm Interna- 
tional, in Burlingame, California, points out 
that even without proteins, there is a profu- 
sion of choice for biotechnologists. After all, 
they still have a great advantage over tradi- 
tional drug makers—at least in theory. 
Their products are much less toxic than syn- 
thetic pharmaceuticals, because they break 
down in the body into harmless substances. 
With a little luck, biotechnology can still be 
nature's best way of making medicine. 








and the changing scale of a surface's textures. 


(such as the furrows in a ploughed field). 
These are two of the signals that help the 
brain to convert the 2-D image on the eye's 
retina into a 3-D sensation. The brain also 
depends on other, more important signals. 
Although it can convey width and height, a 
photograph—or a conventional screen— 
fails fully to convey depth. 

A hologram packs in more information 
than a photograph. This extra information 
tells the brain about an object's depth. The 
hologram's secret is to control the direction 
of light departing from an image, as well as 


tion, and so it can mimic the way i in which 
the look of the +D world varies as an ob- 
server moves. The hologram is designed so 
that the right eye sees a slightly different im- 
age from the left. Images appear to change as 
the head moves from side to side; the back- 
ground always moves less than the fore- 
ground, a phenomenon known as parallax. 
So the eye must vary its focus in order to see 
different parts of the image sharply. The 
brain learns at an early age how to use these 
three phenomena as cues to help it judge an 
object's depth. Holograms exploit this skill. 

Until now, they have been formed using 
solid patterns that can impress both direc- 
tion and intensity upon the light that passes 
through them. These patterns are the holo- 
graphic equivalent of negatives or photo- 
graphic prints. Unfortunately, making them 
can take days. The novelty of MIT’s machit 
which has been developed by Dr Steph 
Benton and two of his graduate students, 
Mr Mark Lucente and Mr Pierre St-Hilaire, 
is that it is the holographic equivalent of a 
film show. Its flickering image can be created 
or destroyed instantaneously. Thus in prin- 
ciple it could be connected to, say, a com- 
puter to be used as a display screen for mov- 
ing images. Rather than displaying slices 
showing how the air flows over a speeding 
car, the whole picture could be grasped at 
once; rather than dots on a screen, an air- 
traffic controller could see aircraft moving 
through space. MIT's machine would be the 
worlds most glamorous computer 
peripheral. 

In order to dispense with the conven- 
tional solid holographic pattern, Dr Ben- 


ton's team uses a special crystal. Like most 


crystals, it changes the path of light that 
passes through it. Unlike others, however, 


. the amount by which the crystal bends light 


depends upon the pitch of sound waves tl 

are passing along it—rather as if a shi, . 
path depended upon the state of the sea. By 
varying the pitch of the sound travelling 
along his crystal, Dr Benton controls the di- 
rection and the intensity of the light that 
passes through it, just as a conventional ho- 


- lographic pattern might. A mirror scans the 


length of the crystal at exactly the same rate 
as the sound waves travel down it. Thus, to 


an observer looking through a lens, they 


and the hologram which they create appear 
stationary. Each set of sound waves repre- 
sents one line of the eventual image (it is 
made up of 192 horizontal lines). By choos- 
ing the right combination of sound waves, 
Dr Benton can create any hologram he 
wants. Since sound waves can be changed 
instantaneously, so can the hologram. 

The snag is working out the holographic 
pattern in the first place. Turning the out- 
put of a supercomputer or a radar into a 
iced is not tane ki is peus enough to 
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- ^on a hologram should look like: you have 
merely to work out the distances from the 
point to all parts of the image. But with 
enough points even a supercomputer gets 
bogged down. The team from Mtr is limited 
to a hologram only a few. centimetres 
'square—even then its computer must get 
through. three billion « | 
image. Machines suitable 
traffic control are stills so 















hings like air- 
en years away. 












insect pests 


The virtue: 
starvation 


F YOU want to dispo e of 2 an insect pest 
but do not want to spray noxious chemi- 
ls all over the place, you could try persuad- 
g the bug to starve itself to death. If the 
persuasion is genetic, it may even work. 
With such an idea in mind, a team at the 
Oxford Institute of Virology has developed 
a new way to control insects. The technique 
should make it possible to manufacture hun- 
dreds of new agents, each of which would 
act against just one species, with no effect on 
any other insect, animal or plant. 


The approach, which is being developed 
by Dr Robert Possee and his colleagues, in- 


Instant trees 


ALF of the disappearing Brazilian 
rainforest has come back. It has 
turned up in an atlas which is as wide as a 


table and takes two people to carry it. The | 


new 196-map tome, produced by the Bra- 
‘tilian Institute for Space Research, uses 
the latest images from the Landsat satel- 
lite to work out how much of the 
Amazon rainforest has been eaten 
up by man. The institute now 
thinks that in 1988 (when Landsat 
took the relevant pictures) the 
damaged area added up to 251,429 
square kms, or about the area of 
West Germany. The standard esti- 
mate, cited by most conservation- 
ists, is 598,921 square kms (about 
[|| the size of Kenya). The discrepancy 
|| is almost as large as Zimbabwe. 
© The old, higher figure came 
from a report published in January 
1989 by the World Bank. This esti- 
mate was based on a projection - 
from 1978 Landsat images, to- 
gether with plenty of guesses about 
the expansion of agriculture, cattle - 
ranching, logging, road building, 
hydroelectric development, mining 
and urban pow. The new satel- 





volves knocking out a hormone (known as 


ons for each | 


"juvenile hormone") which is produced in 
the bodies of caterpillars. The hormone's 
jobi is to delay pupation until the right point 
in the insect's life cycle. Only when a cater- 
pillar has grown to the hc size does pro- 
duction of the hormone stop; it is halted by 
an enzyme called juvenile hormone esterase. 

The idea is to exploit this enzyme to 
man's own ends. If the enzyme is formed in 
the caterpillar's body before it is ready to pu- 
pate, it will stop feeding and starve to death. 
The enzyme itself cannot be used directly, 
because it would be absorbed by every spe- 
cies of caterpillar and so kill helpful as well 
as harmful species. Ordinary chemical pesti- 
cides already have this drawback, but the 
Oxford team wants to do better. In principle 
the technique could be extended to any in- 
sect that goes through a pupal stage. 

The team uses the tools of genetic engi- 
neering to introduce the gene for juvenile 
hormone esterase into a virus that infects 
only one species of caterpillar, Heliothis 
virescens, which is a big nuisance for cotton 
growers. Everything worked according to 
plan. The Oxford team has shown that 
when a caterpillar is infected with the al- 
tered virus, plenty of the enzyme is made in 
the caterpillar, which neutralises the hor- 
mone and stops it from feeding. 

So far the technique has been tested 
only in the laboratory. Dr Possee is now ap- 


lite pictures show that these guesses were 
wildly wrong. 

Scientists have also got much better at 
interpreting satellite images since 1978. 


Assessing the state of forests with the help - 


of such images is getting much simpler. 
Timber burning, the impact of dams and 


















































Munch your last 


plying for permission to test it on pests 
experimental plots in the field. In order for 
permission to be granted, he will need to 
show that there is no risk of the virus infec 
ing other species. The team is confident b 
cause its virus, like other viruses of its typ 
(which are known as baculoviruse: 
choosy about who it infects. There are m 
than 600 known varieties of baculo 
each of which infects just one species of 
erpillar. Entomologists think that more re- 
main to be discovered. Each virus could | 
made into a sniper pesticide that would pick - 
off only those species that are prone to infec- : 
tion by the relevant virus. 





many types of pollution can be detected. 
by eyes in the sky. To produce the atlas, 
the institute concentrated on three of the: 
wavelengths of light that can be picked 
out by Landsat's sensors: the red portion © 
of the spectrum can be used to track the — 
absorption of light by leaves; near infra 
red tells you about the insides of leaves; | 
middle infrared can be used to read of 
their water content. 
Even if everybody agreed how 
many square kilometres had been 
damaged (and nobody doubts t 
a huge area has gone), there would 
still be plenty of room for disput 
To find out what proportion « 
Amazonia has disappeared, 
have to know what the bounda 
of the forest are. But the exact 
mensions of the biggest forest. 
the world remain a mystery. 
minimise the apparent extent of 
struction, the Brazilian. govert 
ment that was voted out of 
office last December used 
to compare the deforested 
area with the area of "Legal 
,Ammzonia" , à zone n 5m 























































































































: Unemployment and | labour marker. l 
flexibility: The Netherlands 


by Chris de Neubourg 


Many a economists single out the Netherlands asa. 
striking example of labour market ‘sclerosis’. This thoughtful 
and detailed study reviews evidence on the changing pattern. 

of unemployment and the degree of flexibility in the Dutch —— 
labour market, and considers alternative explanations of the 
employment malaise in the country. It proposes a ‘social. 
contract package’ to promote ‘guided flexibility’ while 
spreading the costs and benefits equitably. 1t is the third in a. 
well-researched series by noted labour economists, the first 
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BOOKS AND ARTS 


Lyndon as villain 


MEANS OF ASCENT: THE YEARS OF LYNDON JOHNSON. By Robert Caro. Knopf; 542 pages; 
$24.95. To be published in Britain by The Bodley Head 


IOGRAPHY as a tool of mor- 

alism has never quite died 
out, but in the last couple of cen- 
turies—since, say, Boswell—it 
`. been out of fashion. Edmund 

sse's precept, "Broad views 
are entirely out of place in biogra- 
phy", based on a presupposition 
of "our observation of life not, 
unduly, clouded by moral pas- 
sion”, has generally prevailed. 
Now along comes Robert Caro to 
deal it a crashing blow with the 
latest volume of his vast life of 
Lyndon Johnson, a volume furi- 
ous with righteous wrath. 

"Means of Ascent”, the sec- 
ond thick volume of an immense, 
but readable and vivid, work, 
covers only seven years; one has 
to wonder why, since Johnson's 
important years are still far off 
when the volume ends. lt de- 
scribes the beginnings of Johnson's radio 
fortune, his less than glorious brush with 
the second world war, and his second at- 
tempt at a Senate seat from Texas, a success 

ch left a trail of scandal. 

His position as a young congressman 
was hopelessly insufficient for Johnson; he 
always wanted national power, and election 
to the Senate was essential to him if he was 
ever to get it. Texas was at that time, 1948, 
still a one-party state; what mattered was not 
the general election but the Democratic pri- 
mary. In some of its counties it was not un- 
common for a local potentate to be able to 
help one side or the other with a few hun- 
dred or a few thousand captive votes, and 
for those votes to be held back until the 
count was close enough to finality for them 
to decide the result. Johnson could probably 
have won the Senate primary election 
against O'Daniel in 1941. Over-confident, 
he revealed his strength too soon and let his 
opponent out-steal him. When he next got a 
shot at the seat, in 1948, he was determined 
not to let that happen to him again. In the 
event he won by 87 votes (nearly Im were 
counted), and the odours of corruption and 
forgery hung over his victory, as everybody 
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But they loved him, too 


acquainted with that period in Texas poli- 
tics has always known. 

Mr Caro has devoted vast, tireless re- 
search to establishing these long-familiar 
facts beyond dispute. What is questionable 
about his account is that, while representing 
Johnson as totally villainous, "beyond the 
loosest boundaries of prevailing custom and 
political morality", it represents the loser in 
1948, Coke Stevenson, as entirely noble and 
innocent. This is too much; indeed John 
Connally, the former governor of Texas, 
who has helped Mr Caro, said it made him 
almost vomit to read it. In his moralistic 
zeal, the biographer has allowed hatred of 
his subject to take over his judgment. 

An intention to make some degree of 
amends to the memory of Johnson is sig- 
nalled in an introduction, anticipating John- 
son's later services to equality and civil 
rights, that in all other respects is irrelevant 
to the present volume. What the volume 
needed was something different, an effort to 
show Johnson, with his brute energy, his 
raw ambition, and his frequently appalling 
manners, as the complex political being that 
he was. Johnson made enemies and earned 


hatred, he bullied and domineered and 
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cheated, but he also won the loyalty, the de- — 
voted service and undying attachment of 
many talented and strong-willed men and 
women. How come? 

Just now and then, at moments in the 
breathless sequence of Johnson's struggle 
for success, comes a glimpse of larger na- 
tional events. President Truman on his cam- 
paign train makes a stop at San Antonio to 
greet Johnson, who has been a Roosevelt 
supporter and is thought far  — 
more likely to be helpful toa Tru- > _ 
man administration than his - 
Democratic opponent, Steven- 
son, a white supremacist, isola- 
tionist and opponent of the Mar- 
shall Plan. Fighting for his life 
against Dewey, Truman needs to. 
keep Texas clear of the Strom 
Thurmond rebellion. He needs 
Johnson. The brilliant young law- 
yers whose skills keep Johnson 
on the ballot are New Dealers — 
and Truman Democrats. These 
facts flicker across Mr Caro’s 
screen, but they are not given 
their place in the narrative. 
Something has happened to the 
author's intention, which was, in — 
his words, that the biography of — 
Johnson "be a study not merely — 
of his life but of American his- 
tory during the years of that life." 
Perhaps that intention was mis- 
taken. To write just a life is task enough. _ 
Even that is barely possible if the author's — 
feelings are excessively engaged, as they are — 
in this volume; if the later ones are cooler, 
they will be the better for it. 





Company biographies 


The golden 
dinosaur 


GOLDSTRIKE! THE OPPENHEIMER EMPIRE IN — | 
Crisis. By Bill Jamieson. Hutchinson Busi- 
ness Books; 252 pages; £15.95 


ILL JAMIESON estimates that the — 

eight-month takeover battle between 
Minorco and Consolidated Gold Fields, in 
1988-89, earned City lawyers and financial 
advisers £55.5m, or almost £250,000 a day. 
The City firms, plus Hanson (which eventu- 
ally bought ConsGold), public-relations 
consultants and the media were the real win- 
ners in the bitter struggle between Harry 
Oppenheimer’s Anglo American Corpora- 





BOOKS AND ARTS 


Big sleeper wakes 


URNING up his trenchcoat collar 
against the familiar wind and rain of 
his Los Angeles, Philip Marlowe is once 
more on the prowl, tripping over 
corpses, tracking down the guilty and 
extricating the innocent. It is 50 years 
since Raymond Chandler created his 
golden-hearted gumshoe, and 30 years 
since he died leaving 
hind an unfinished Mar- 
lowe novel which Rob- 
ert Parker has now 
completed. So there are 
traces of time-warping. 
The 1930s, the setting 
for "The Big Sleep", are 
suggested by all those 
Japanese servants and 
by some of the drinking 
and smoking manners; 
but in that case, what 
about the references to 
buildings in Hollywood 
that seem to have gone 
up in the late 1940s and 
to be already well into squalid decay? 
"What the hell difference does it make?" 
would be the immortal Marlowe's retort. 
Mr Parker has contributed to that im- 
mortality by scrupulously following the 
Chandler line. If he can be faulted, it is 
for excessive reverence, in two respects. 
Marlowe, long accustomed to being 


tempted by rich men's daughters, is in - 


this book married to one. On the first 
page, he is already telling her that her 
money will not corrupt him. The poor 


* G.B. Putnam's Sons; 268 pages; $18.95. Macdon- 
ald; £12.95 





tion and Consolidated Gold Fields. And 
even though Minorco lost the battle, its 
share price still rose nearly 4096 during the 
contest, at the end of which an exhausted 
ConsGold fell into Lord Hanson's “silken 
gloves" and dismemberment began. 

A pyrrhic victory indeed. Rudolph Ag- 
new, then chairman of ConsOold, spent 
£30m of shareholders’ money to fight off a 
bid by a company that wanted to invest in its 
expansion and take on most of its employ- 
ees. And although Minorco's bid was ac- 
cepted by most ConsGold shareholders, it 
failed on a technicality—a ruling by an 
American judge. "lt was", writes Mr 
Jamieson, "a bitter end to one of the 
proudest names on the London Stock Ex- 
change and arguably the worst outcome for 
everyone—other than Hanson." 

Mr Jamieson, the deputy City editor on 
the Sunday Telegraph, has a journalist's 
nose for the details of the contested bid. He 
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Name's Marlowe 


=” 


girl has to listen to his holier-than-thou 
cant over and over again; and the reader, 
who hardly needs to be told that Mar- 
lowe is always on the side of the angels, 
may come to share his wife's revulsion at 
hearing the man spout his pious piece so 
often. 

There is also, right at the start, a sad 

in the plot. A ca- 
sino manager, “Lippy”, 
employs Marlowe to 
find a debtor, whose 
wife is yet another rich 
man’s daughter. The 
whole thing hinges on 
Lippy being unaware 
that the wife’s father is 
the “Mr Big” who owns 
the casino—and who is 
threatening to kill Lippy 
if he fails to recover the 
debt. Yet everybody else 
in and around the desert 
resort of Poodle Springs 
is aware of the connec- 
tion; indeed, at the time of the daugh- 
ters unconventional marriage, "the 
Springs was in an uproar”. 

If Chandler had lived to finish the 
book, he would surely have amended 
both these weaknesses. Perhaps Mr 
Parker, while recognising the need to 
make Marlowe less of a sermoniser and 
Lippy less of a fool, has hesitated to 
tamper with what appeared to be Chan- 
dler’s intentions. Anyway, he has made a 
good shot at his target, and there is 
plenty of time in hand. People have been 
trying to complete "The Mystery of Ed- 
win Drood" for 120 years. 


is less strong, indeed rather superficial, 
when he comes to the final part of his book, 
an analysis of the challenges facing the Op- 
penheimer empire in the 1990s. It is not en- 
tirely his fault; the world has moved on since 
he wrote. His first challenge (Mr Jamieson 
prefers the tabloid "crisis"), that of manage- 
ment succession, has been partly resolved by 
the appointment of Julian Ogilvie Thomp- 
son to succeed Gavin Relly as chairman of 
Anglo American. South African politics has 
changed too, with Nelson Mandela's re- 
peated threats of nationalisation now per- 
suading Anglo to switch from the politics of 
reform to its own survival. (The non-South 
African assets of De Beers have now been 
hived off and placed in a Swiss-based com- 
pany.) 

The ConsOold debacle particularly il- 
lustrates the third challenge, that of invest- 
ment. Anglo American was excluded from 


expanding abroad because of its South Afri- 
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can parentage, although the later success of 
Minorco's $705m agreed bid for an Ameri- 
can company, Freeport-McMoran Gold, 
suggests that Mr Jamieson may have been 
too pessimistic. 

He is also unsparing in his portrayal of 
Anglo American's "near-paranoic concern 
with control" at the expense of entrepre- 
neurial success. The group, he feels, has be- 
come a dinosaur that will not survive in a 
fragmenting business world. It should con- 
tract out more activities, encourage em- 
ployee share-ownership schemes and spin 
off individual enterprises. Here, however, 
Mr Jamieson runs into a political wall. Black 
political leaders want no truck with diffusing 
ownership of the assets and enterprises cur- 
rently owned either by the state or by Anglo 
American. Indeed, if experience elsewhere 
in Africa is any guide, black rule will mean 
even greater centralisation of ownership 
and control, albeit in the hands  ' 
government. 





The Gorbals 


Missed 


GonBALs Voices, SIREN SoNGs. By Ralph 
Glasser. Chatto & Windus; 209 pages; 
£13.95. 

PEOPLE AND SOCIETY IN SCOTLAND, VOL 
UME Il, 1830-1914. Edited by W. Hamish 
Fraser and R.]. Morris. John Donald; 363 
pages; £12.50. 

GORBALS CHILDREN. By Joseph McKenzie. 
Richard Drew; 127 pages; £11.95 


ALPH GLASSER'S book is the last vol- 
ume of a trilogy of autobiography, all of 
which have the word “Gorbals” in their ti- 
tles. (The earlier two were “Growing Up in 
the Gorbals" and ''Gorbals Boy at 
ford ”.) It is set not in the famous Glas... 
slums, to which he seems to have returned 
only once or twice, but mainly in the third 
world, “campaigning against the destruc- 
tion of traditional communities": in other 
words, trying to prevent what happened to 
the teeming tenements where he was born. 

As a community, the Gorbals has a sad 
history. Maurice Lindsay, a Glasgow poet 
who usually rises to the defence of his city, 
has described it as once "the worst, and cer- 
tainly the most notorious, slum in Europe". 
Perhaps it was never as bad as it was painted, 
but its name remains, long after the old 
slums have been cleared away, synonymous 
with urban poverty, deprivation and vio- 
lence. The whole effort to give a new image 
to Glasgow is an attempt to escape from the 
reputation of the Gorbals. 

It was not always so. In the middle ages 
the area was a village outside the city on the 
other side of the Clyde. By the eighteenth 
century it was an elegant suburb with sub- 
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vas even grand, at times 


stantial stone-built houses. Fashion moved 
on and it gradually sank in status to become 
an insanitary slum providing cheap housing 
for poor immigrants, especially Irish, Ital- 
ians and Jews from Eastern Europe. 

Urban poverty and its social conse- 
quences are a large theme in the second vol- 
ume of an excellent new social history, 
"People and Society in Scotland ". It shows 
that at the time when the Gorbals was be- 
coming delapidated and pestilential, there 


was also in Scotland a highly developed 
sense of social responsibility. In the absence 
of any central authority, however, rapid in- 
dustrialisation caused problems which were 
beyond the resources of local councils or pri- 
vate charity. 

No doubt with the best of intentions, 
nearly the whole of the Gorbals was swept 
away in the 1960s to be replaced by tower 
blocks set in a “wilderness of motorways”. 
This last phrase comes from the introduc- 
tion to an impressive collection of photo- 
graphs, “‘Gorbals Children", by Joseph 
McKenzie. Mr McKenzie spent 15 months 
in the mid-1960s photographing scenes as 
the old tenements, and the people that lived 
in them, were destroyed and dispersed 
around him. The photographs are eloquent 
of poverty and dilapidation, but also of the 
vitality and resilience of children; despite 
the misery of their surroundings, they actu- 
ally look happy. 

With the slum clearance, more than half 
the population was moved away. Those who 
remained were isolated in the tower blocks, 
and their old meeting places were demol- 
ished. A total of 444 shops were replaced by 
57 and 48 pubs by nine. On the evidence of 
Mr McKenzie’s photographs the old 
Gorbals was sordid and insanitary, but the 
people were not lonely or dispirited. These 
photographs show vividly what Mr Glasser 
lost when he left for Oxford—and what the 
whole community lost when it was 
uprooted, 





Zimbabwe's literary voice 
Talking to the soil 


HARARE 


FRICA is searching for a sense of itself. 
Not much architecture, art or writing 
ts to recall the days before the European 
settlers came. The first written studies of 
those village cultures were produced by mis- 
sionaries and white adventurers, whom 
many modern African nationalists resent. 
The struggle to build an African identity 
preoccupies the continent's intellectuals, es- 
pecially in a young country like Zimbabwe, 
which celebrated the tenth anniversary of its 
independence on April 18th. 

Thus Chenjerai Hove, one of Zimba- 
bwe's foremost authors, believes the coun- 
try's writers must see to it “that one day we 
shall dream like Zimbabweans, not like half- 
baked Europeans." He marks his affinity 
with Zimbabwean tradition by taking snuff 
in the way of village elders, and by writing 
partly in Shona, the first language to four in 
five Zimbabweans. His most recent work, 
"Bones" (Baobab Books, Harare, 1988), is 
in English; but it is full of Shona proverbs 
and popular myths. The liberation fighters 
were said to eat babies without roasting 
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them; bullets bounced off their skin. 

Mr Hove's dense, poetic writing cele- 
brates peasant fortitude. The main charac- 
ter is so close to the elements that she 
"seems to be talking to the soil". The peas- 
ants have a horror of the town, seed bed of 
the foreign influences that Mr Hove resists. 


BOOKS AND ARTS 


"The city is like the throat of a crocodile," 
says one of them; "it swallows both the dirty 
and the clean." 

The same theme runs through the work 
of Charles Mungoshi, a less self-conscious 
nation-builder. His stories describe the con- 
flicts between new and old, doctor and spirit 
medium, schoolmaster and village lore. 
Sometimes the conflict burns within one 
person, as in the story of a proudly rational 
schoolroom graduate who scorns witchcraft, 
but still asks his grandmother for protective 
spells. Sometimes modern sons are pitted 
against illiterate parents. 

With this author too, the transition to 
the modern towns is a fearful thing. The 
schoolroom casts doubts upon traditional 
deliefs and sows impatience with the peas- 
ant's life. But even the educated are hard- 
put to find jobs in the city. Their con- 
sciences trouble them for deserting their 
families, as well as the villages where the 
spirits of their ancestors watched over them. 
"Education is a western thing and we throw 
away brother and sister for it but when it 
fails we are lost.” 

The responsibility of nation-building 
can clash with writers’ freedom. In Zimba- 
bwe it clashed most violently with 
Dambudzo Marechera, who died in 1987 of 
AIDS. (Some of his works, as Mr Mungoshi’s, 
have been published in Britain by 
Heinemann.) He refused to help found 
Shona literature, because those working in 
so young a written language are obliged to 
treat it gently. More provocative still, he 
lampooned others’ efforts to create a na- 
tional literature. One of his characters is sus- 
pended from his university job for refusing 
to translate Catullus into Shona. He derides 
poetry co-ops, where a group (preferably of 
ex-freedom fighters) sits in a circle putting in 
a word or two each. 

Returning home from 
several years in British uni- 
versities, Marechera at- 
tacked Zimbabwe's new 
black leaders, too. In “Blitz- 
krieg", a play set in the 
antichamber of a lavatory, a 
white businessman bribes a 
black minister and is se- 
duced by the minister's 
wife. A poor man, speaking 
for the playwright, says he is 
fed up with ministers telling 
him that the poor are the 
backbone of Zimbabwe's 
struggle. He would rather 
be the big belly of the strug- 
gle, like the one hanging 
over the minister's belt. 

Because of such vitriol, Marechera was 
cold-shouldered by his countrymen, despite 
the literary recognition he had won during 
his exile in Britain. He sat with his type- 
writer in Harare's central square, and often 
slept rough. Another of his autobiographi- 



















ves pu 
ash”; ; n ‘publisher demands poems that 
i “uplift” the people. “Why”, asks the 
writer's alter ego, “does every revolution re- 
sult in the alienation of its artists?" The forg- 
ing of a national identity proceeds best 
when not directed according to powerful 
people’s plans. 





Ex 
em 


















































Musicals 


Gypsy and Trapp 


A YEAR into its London run, Andrew 
2 Lloyd Webber's “Aspects of Love" is 
once again making headlines, but not the 
ones its press agents want to read. On the 
same day it failed to win a single Olivier 
award, the show opened in New York to a 
crippling notice from the New York Times. 
And the current London pop opera 
favourite, "Miss Saigon", due later on 
Broadway, was unexpectedly bypassed in 
the best-musical category by a pastiche send- 
up of a 1950s sci-fi film, "Return to the For- 
bidden Planet". So the question arises: is 
the pop-rock opera, nurtured by Mr Lloyd 
-Webber in the 1970s and 1980s, on the way 
out? And do audiences now want entertain- 
. ment with a plot and dialogue, catchy songs 
with clever lyrics, and dancing, as brought 
to perfection in the 1940s and 1950s by 
.- Rodgers and Hammerstein and their school? 
(o5 It seems so. The latest trend is the re- 
-discovery of the 1950s—the finale of the 

"golden age of the Broadway musical comedy. 
-Last year's "Jerome Robbins’ Broadway" re- 
-awakened interest in this era; this season, 
various companies are looking at several un- 
-sung (and lately unplayed) musical gems. 
The New York City Opera, which last year 
ebulliently revived the 1954 labour-relations 


prised audiences and critics by reviving 


"he Sound of Music". Modelled faithfully 


rected by the lyricist's son James Hammer- 
stein, and without the extra music and man- 
nerisms of the wildly familiar film, the 


craftsmanship prove how remarkably po- 
tent the dialogue-and-song narrative musi- 
cals can be. 
. Two other 1950s classics with copper- 
LONE scores have also been stagec 
great acclaim in New York: the 1959 
Gypsy ’, this time with television star Tyne 
Daly (Cagney: os Lacy Jin the role once 
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musical “The Pajama Game", has now sur- - 


after the original 1959 stage version, di- 


musical’s good story and its solid, well-oiled - 


“Our eris of Sc Paul. (April 14th) portrayed. ‘| 





sung bs by : Ethel Meman: | and "The Golden d 
Apple" (1954), a clever American retelling 


of Homer's "Iliad" and "Odyssey" using 
turn-of-the-century quadrilles, polkas and 
marches, which was recently re-staged by the 
York Theatre Company at a church on up- 
per Fifth Avenue. "Grand Hotel" (1958) is 


playing too, albeit in a format so radically 


changed that no one who saw the original 


("At the Grand") would ever recognise it. 
Connoisseurs of the 1950s can also ven- 
ture outside New York to another theatre 
that reconsiders musicals: the Paper Mill 
Playhouse at Millburn, New Jersey. This 
spring’s attraction was a lavish revival of an- 
other 1954 show, “Fanny”. The original, 
which ran for 888 performances on Broad- 
way, is a good example of the confident, 


golden-age narrative musical, in which the 
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PARIS 


WEEK-LONG celebration has just 

reminded the inhabitants of An- 
gers, in France, of the joys of sax. The 
instrument was invented by a Belgian 
bandleader, Adolphe Sax, exactly 150 
years ago, and its popularity—so la- 
mented by clergymen during the Jazz 
Age—shows no sign of declining. 

Sax himself was a 
thorough nationalist, in 
love with military bands, 
for which he invented 
many instruments. 
None has lasted except 
the saxophone, in its 
bass, baritone, alto and 
soprano varieties. Its in- 
ventor considered it a 
worthy addition to the 
classical orchestra, 
but—despite the efforts 
of Berlioz, Milhaud and 
others—it has never 
quite made it. Instead, - 
the saxophone’ $ great 
age began in the 1920s 
in Chicago. From Sid- 
ney Bechet's soprano 
sax to the incredible alto of Lester "The 
President" Young, Billie Holliday's ac- 
companist in the 1930s, the sax became 
known as the sound most resembling the 
human voice in its intensity and 
expressiveness. 

For much of the instrument's history 
the best saxophones have come from a 
family concern known as Selmer, based 
in Paris. Steve Lacy, a doyen of the so- 
prano sax, says that Selmer is the "Rolls 
Royce of sax-making. Everyone else is a 

"Toyota." Yet in the greatest jazz concert 
ever, in Massey Hall in Toronto in 1955, 


In Chicago 





aS ae © Paper Mil scene ci à 
the kind of lavish productions not regt 


seen on Broadway since the days of $ 
1950s originals. 











The seminal shows of the 1950s that 
took the musical to brilliant heights are 
Frank Loesser's "The Most Happy Fella” 
and Lerner and Loewe's "My Fair Lady", 
one telling a dramatic story with many, de- 
lightfully varied, songs as well as dialogue, 
the other a skilful amalgam of Shavian dia- 
logue and proto-operetta. Modern musical 
creators tired of pop opera would do well to 


study them closely. 





Charlie Parker made sublime noises on a 
toy sax made of white plastic. Perhaps, 
like the human voice, the sax responds 
best according to the humanity of the 
performer. 

The meeting at Angers, entitled 
"Saxophonies," might have fascinated 
Adolphe Sax, but it would also horrify 
him to know that mod- 
ern musicologists have 
| pried into his personal 

. life to discover that he 
B kept a Spanish mistress 
in a backstreet flat, 
8 never introducing her to 
the high society folk he 
mixed with. Before she 
died of tuberculosis, Sax 
did show his concern by 
inventing a special kinc 
of woman's corset 
which he later patented, 
that permitted the 
. tightly-laced Victorian 
< female to manage some- 
how to breathe. 


The organisers of the 


Angers conference 
claim that the sax has become as repre- 
sentative of civilisation today as “the lyre 
was in the times of the ancient Greeks". 
No doubt the World Saxophone Ensem- 
ble, composed of 13 Belgian saxophon- 
ists who played all at once for the con- 
ventioneers, would heartily agree. For 
most people, the mere recollection of the 
tenderness, wit and finesse of the playing 
of Lester Young, memorably evoked by 
Philip Larkin in his book, “All What 
Jazz", is all the proof anybody. needs that 
Adolphe Sax v wasn't wasting his time 150 
years ago. n 
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"1990 SEM. NARS 
Salisbury, Connecticut, USA 


Now in its 66th year, the Institute of World Affairs is 

pleased. to announce its 1990 seminars for younger profes- 

“Sto pot =" and expephonal undergraduates 
a wor inda 


t and the | pace of Janv May 27-June 9 

spects for resolution or escalation in regional 

conflict: June 10-23 

3 Presidents, premiers and prime ministers: Is the chief 
executive still the chief?: July 1-14 

4 The, International financial system: Does it work?: 
July 15-28 

5 Et no-nationalism, the nation-state, and global poli- 
tics: August 5-25.00 


For applications and. further information, please contact: 
A : Institute of World Affairs, 

Lakes Road, Salisbury, CT 06068 USA. Tel: USA (203) 824- 
5135. Fax: USA (203) 824-7884. — 
















S: (30 May - -1 June 1990 
A Templeton Seminar id 


The political situation in Eastern Bios: has been 
transformed. As yet the significance of this transforma- 
tion for international business is unclear. The objective 
of this seminar is to examine what the: shanges are 
likely to mean in real terms for international busi- 
ness. To achieve this, the presenters w en 
speakers from Eastern Europe who have been promi- 
nent in developing new ideas on economic management 
in their countries. 





Among the topics covered will be: 
€ Joint ventures: opportunities and issues 
e USSR: implications for Western business 
* Bulgarian approach to Joint Ventures 
€ Czechoslovakia and the new economic system 
€ DDR and Western European business 
e The view from Western business. 


For further informati ion, please contact Dr Roderick Martin, 
Seminar Director. 


NN >! Templeton ees 
, Oxia OXi SNY Tel eon 73542 


Ref: M620 
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The Leningrad International Management | 
institute is a graduate school of business : 
set up jointly oy Bocconi University of Milan 

and Leningrac University. a 


LIM! now offers a series of seminars for- 

both the Soviet and Western business 

communities, such as: DOING BUSINESS 

WITH THE USSR, EAST-WEST JOINT 

VENTURES ACCOUNTING SYSTEMS, FAIRS 

& EXHIBITIONS MANAGEN ENT, and. so on. 

LIMI's next seminar, MARKETING TO. 

INDUSTRY IN THE USSR; will take piace in 

Leningrad from the 18th to the 22nd of 

June 1990. mE 

It will focus on the following issues: 

* An overview of the Soviet. market for 
industrial goods 

* Buying practices of Soviet customers: 
needs and expectations 

* Experience of Western: suppliers in 
developing business relationships with - 
Soviet courterparts. | 


The course is intended for both Western 
and Soviet Fon agere. 








































LENINGRAD 
h INTERNATIONAL | 
MANAGEMENT | 
INSTITUTE 





Via Bocconi, 8- 20136 Milano (italy) 
Tel. 2/8384.3031-8384.3032 

Fax 2/8384.3030 

From May 1990: 

Tel. 2/5836.3031-5836.3032 

Fax 2/5836.3030 


Please send me further information concerning: 
MARKETING TO INDUSTRY IN THE USSR 


Surname and Name 00000 0. 0 s ; 
COD eel usce LODS te Le ae 
Address .. 
Postal Code . 

Country | | - | 
Telephone No ee 
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Ash le: manag 
designed to help ps senior executives confront 





| g lobal sce 





ogramme, run ii an Veron 

'üpean professors, designed to enable 
senior sales and marketing managers/directors to 
think and act strategically, with the financial and 


in mind: The programme aims to develop sensitivity 
both to the obstacles and pathways for implementing 
strategic Change. 


| Dates: 16 - 28 July 1990 
Fee: £4,200 (-- VAT) inclusive of all residential costs 
- Venue: Asien UK 


THEIN INTERNATIONAL MANAGERS’ PROGRAMME - 


A highly participative two-week programme . 
designed. for potential senior international managers 
at a transitional stage of their development. This 
programme aims to create a challenging intercultural 
business experience, enabling participants to achieve 
results and guide company strategies as they move 

into more generalist roles. | 


Dates: 4 - 16 November 1990 


Venue: Barcelona, Spain 


THE LEADERSHIP DEVELOPMENT PROGRAMME 


An intensive six-dav course designed to encourage 
the development of personal leadership styles, thus 
creating competitive advantages through the 
optimum deployment of people, Based on 
an original programme design pioneered at the 
Center lor Creative Leadership in the USA, it 
has been adapted to the needs of senior managers 
with a ioc outlook. 


Dates: 4 - 9 November 1990 
Fee: €2,900 (+ V i D) excluding residential costs 
Venue: Bruges, Belgium 


^" Por full details; please contact: 








" Chrisine B tine ew 
Client Relations Manager 
l Ashridge Management College 
trkhaneted Tiori HP4 INS P. 







E "facie (oss 24) 3482 


corporate goals and activities of the total organization 


Fee: £4,300 (+ VAT) inclusive of all residential costs. 


AMERICAN DEGREE 


Studies i in Europe 


* BUSINESS ADMINISTRATION 

* HOTEL MANAGEMENT 

* LAW/PUBLIC ADMINISTRATION 

* INTERNATIONAL RELATIONS & 
DIPLOMACY x COMMERCIAL ART 

* COMPUTER SYSTEMS 
MANAGEMENT x PRE-MEDICINE 

* PRE- ENGINEERING 
ENGLISH e GERMAN e FRENCH e SPANISH 
A unique opportunity to study for an American 
degree in some of the major cities of Europe - 
London, Paris, Strasbourg, Madrid, Heidelberg 
and Engelberg (Switzerland). 
Schiller offers the above and other programs - 
at its centers where English is the language of 
instruction and admission is a High School 
Diploma. Schiller is an independent university 
authorised by the Delaware State Board of 
Education to award d Apes Bachelor and 
Master degrees. 


SCHILLER INT ERNATIONAL UNIVERSITY 
(Dept E3G) - 51 Waterloo Road - London 5E1 8TX 
Tel: 071) 928 8484 - Fax: (070 620 1226 | 


Telex: 8812438 SCOL G. 
SIU is accredited by the dide Commission of the AICS 
baie {Washington OC, USA) ‘ab anu : 





As the world becomes more 
| and more competitive, you need 
to find a way to gain a step in 
your career. The Graduate 
| School at Bentley College can 
-give you that step. 


We offer specialized. master degree progr: ams in the 
following areas: 


Accountancy Computer Information 
Business Administration — Systems | 
Business Economics ^ Finance 
dE Taxation. 
Get pis AE Ms Graduate Sc hool at Bentle ^v 
College. C 8C 
(outside M D for à more information. 





Bombs College andergniduate andis i ne ae ERES n d ann Vor: TM averii 
The Auerican. Avscinkh of Vollgate i hooks. d Kiinass CAACSHI, 











industry. We olf uocin A omelette ur degree requirements 


SHEEP. : 


zz poner nsi R 
PACIFIC WESTERN UNIVERSITY 
600 N Sepulveda Sivd, Los 137-—U8A 





erra 
Phone: dicii d elér: 182015 "Pan italia, 





"Come to the heart of 
er Maastricht a 


l Unique: oleae and skill- 
oriented international courses in: 


* General management for state 
enterprises ` 

* Financial. management for small- 
and medium-scale enterprises 

* Small entrepreneurship 
promotion and industrial 
assistance Uu 

* Training. of women 
entrepreneurs (in collaboration 
with FEMCONSULT) — 


Duration: Sept 10-Dec 12, 1990 


* Energy management for smail- 
and medium-scale enterprises (in 
collaboration with University of 
Twente) 


. Duration: Oct 8-Nov 9, 1990 


For further information: 
Co-ordinator Executive Development 
Programmes 
The Netherlands International Institute 
for M ment (RVB) : 

PO Box 1203 k 
| 6201 BE Maastricht 

The Netherlands 
Fax: 043 618330 
Telex: 56729 


RVB 

















Henley — The Management Coll 





Centre for Financial Assistance to Africari Countries ^ 
a Foundation established by 


Casas di LANL delle. atai Lombarde 
Milan - italy. 


under e siot o hs Retro 


Bocconi University of Milan Univer ity of Tu i 
Catholic University of Milan University 
Polytechnic of Milan DA ) University 

State University of Milan — — 


and with the financial support of the Italian Ministry of Fo 


organises a 




























dcin for. reus es from v ádvelóhing countries and for italian öra- P 
duates who pursue à career. in banks, aeai ses and international 
sek de bande with: nLOC's S. ; pis 









Seite availabia bom the fea pei Min and the El E. EG. 
For further detailed information, please contact 


The Master Secretariat. 


















Reach the top im manageinent m mos an MBÀ "T" Henley - ~ ues 
senior business management co lege. With over 40 yan experience, the college of 


e 12 MONTH FULL-TIME COURSE. 


* MODULAR COURSE — - COMBINING COLLEGE-BASED srubY 
WITH PRACTICAL PROJECT WORK. 


€ DISTANCE LEARNING COURSE -- STUDIED AT HOME, IN YOUR 
OWN TIME. 


The Henley MBA is recognised diii the World. Facilities for local study 
are available in many countries. for full details contact: 


MBA Admissions 
» „HENLEY, 


. THE 
NAGI MENT C ue 





Qe, Greenlands, . 
Henley-on-Thames, Oxon RG9 3AU,UK — 
Tel: (0491) 571454 Fax: (0491) 410184 





INE ORMATION SYSTEMS - 


297 SEPTEMBER 1990 — LONDON, UK 


Registrations are invited from senior management in medium to large public and private sector 
organisations ih developing countries. 


The seminar, coordinated with the London School of Economics, is designed te provide delegates 
with a basis for their decisions upon Information Systems appropriate to their national resources 
and organisational aspirations inte the next century. 


x To receive, urther information, please write or fast to: 


Ltd, 324 Kennington Lane, London SEIL SHY. 
2 3. Tel: 071- T85 9008. 


CITY UNIVERSITY 
E SHORT COURSE 
FORECASTING FOR BUSINESS 
AND ECONOMICS 


The aim of this course is to provide skills required for the use of 
forecasting techniques to analyse and. predict using business 
data. The course is designed. for those with work expe as 
well as graduates in economics or business related disciplines. 
The emphasis is on practical ed of forecasting and students 

will have the o unity to gain hands-on computer experience in 


the analysis of individual company accounts and stock exchange 


. data. Attendance is one evening per week, for 12 weeks. 

>. For more information please contact Miss Wendy Hall, 01-253 
..4399, ext 4535, or write to her at bagno of Social Sciences, 

~ City Untyarsity, Northampton Sq à, London ECT OH. 


imde managers to attend an inte 
provides a thorough coverage of the grour 
in corporate finance. 

Teaching is by experienced faculty of iind on Business School 
and the programme covers accounting, corporate decisions and 
financial planning and policy... b | 

London Business School now Wolfe iwa streams of this 
programme which runs. throughout the academic year and 
participants can attend on either Monday: or Wednesday. evenings. 

Programme Directors: Professor Richard Eran and 
_ Professor ulian, Franks... 


and current i issues 


Dates and ee m 
Whole programme: — : 
Stream One — 8 October 1990 - 24 lune1991 
Stream Two — 10 October 1990 - 26 June H 1 £3,900 
First Term: Accounting Tools for Managers ° 3. d 
Stream One 8 October 40 Pet 1990 
Stream Two 10 October e Jecember 1990. El Hen 
Second and Third Term corpore Finance.. 
Stream One — 14 January - 18 March. 199] 
$ % 22 April - 24 June 1991 
. Stream Two | 16 January - 20 March. 1991 
P. 24 April 26lune 199p £2,800 
Dinner and al materials included in fee. For a detailed brochure 


n Park, Besar Corporate I amer enum pamm 
ss School, Sussex Place, Regent's Park, London: NWEPF4SA, UK. 
1-262 5050. Fax: 07i 724 3875. Telex: 27461 LBS KOX G. 








BACHELOR 





credit toward your degree. No classes, seminars 
or ón-campus attendance. Studies build upon 


EVENING - 


Games for learning French using 


B.P.180 24490 LA ROCHE CHALAIS 







MA 
EE. Use your. past experience as 





Taking the GMAT or GRE 


exams? > | 
We CAN help .. 
Write to: 


Graduate Tutorials, GTAC Associates 
FREEPOST, London W5 4BR 
Tei: 081-993 3983 










you experience. Seif-paced » Send Resume 
ER. For No Cost Evaluation 
i )) 889-2711 
Louisiana H.E. 

. Suite, 8600, 
Dept. E, 





Ph.D. on Ed.D. 
For the Active 
a Your doctorate can make a differ- 
ence. Without interrupting your 
career, earn your doctorate in 
Administration /Management, Edu- 
cation, Health, or Human Services. T 
a Build upon your professional expe- 
rience while working with nationally | . 
recognized faculty toward your | ^ 
doctorate. Accreditation: Candidacy |... 
Status granted by the North Centra 
Association of Colleges amo - 


| N*4 in Educational Software 


FRENCH STUDY AND TRAINING Schools. 


a Prerequisite: Masters or equivalent. 


2 WALDEN UNIVERSITY, Dept. EC 
Wee 
j ee a 


COMPUTER PROGRAMS 
the XY 23 VOCAL CARD 


from Beginner to Advanced levels - .| WALDEN. Minneapolis, MN 55401 
individuals and Companies - | 7 777 Process Center 
1-800-237-6434 801 Anchor Rode Drive 
EDUCIEL | 4121080024 Noples Fi. 33940 





1:53.91.44.28 Fax: 53.91.48.80 


HENLEY - THE 
MANAGEMENT COLLEGE 


(in conjunction with Brunel University) 
MANAGING TOMORROW'S 
TECHNOLOGY 


Henley offer SERC STUDENTSHIPS to suitably qualified 


applicants to study for a MPhil or a PhD degree in 


Management Studies. . 


Research opportunities include: 

- Applications of Information Technology 

Marketing of Technology Based Services 

Computer Based Simulation for Training 
Capital Project Appraisal in Rapidly Changing Industries 

Computer Mediated Communications 
for Small/Medium Enterprise 
‘Financially Based Performance Measurement 
Associated research proposals will also be considered. 


SERC funding may be available for full-time UK students. 
Suitable applicants will also have the opportunity to 
develop their teaching skills. 


Applications are invited s ts ) Hon he 1390, = i iy 










relevant subject. 


Please reply in writing ad C. V. 
Research Programme | ‘Secretary, 
Management College, Greenlan = 


m. Thames, 
Oxon RG9 3AU. Telephone: (0491 i 


571454. 










RELY 2 


SCX 


| Department of Economics 


: CHAIR IN ECONOMICS 


invited for a Chair in the Department of Economics, 
ee tom 1st October 1990 or as soon as possible thereafter. 
~~" Candidates in any field of Economics are welcome to apply. 
ooo Salary will not be less than £24,786 per annum. 








T]. Applications (twelve coples), including a curriculum vitae and the 

| Pre names and addresses of three referees, should reach the Registrar 
ne (cA 164/E), U niversity of Essex, Wivenhoe Park, Colchester, Essex, 
^ COA43SQ by 22nd May 990. Further Lr aei of ard Lois nid k 








FAIRFAX UNIVERSITY home study 
degree programs. Entry at any time. 
Advanced credit given for prior learn- 
ing/experience. No classes to attend. 
For free catalogue, write: Fairfax Uni- 
versity, Dept EC, 2900 Energy Centre, 
New Orleans, LA 70163 USA, 


HOME STUDY COURSE in economics. 
A 10-lesson study that will throw light 
on today's baffling problems. Tuition 
iree—small charge for materials. Write 
Henry George institute, 121 E 30th - 
Street, New York, NY 10016, USA. 








i The most renowned school for French 


_INSTITUT DE FRANCAIS 


Daily 8.30-17.00 with 2 meals 
...  Foradults. 8 levels : Beginners I to Advanced n 
an INTENSIVE ' 'COMPLETE IMMERSION" course on i Riviera 


. Next 4-week course starts 7 May, 4 June, and all ye 
06230 Villefranche/Mer-ED28 France. Tel 93 01 88 44 Tix 970 989F Fax 93 76 92 17 








: the ‘if 
He bbb - n 
co Fek 071-402 9877 ^ 


HUNGARIAN LANGUAGE 
E 


Pepe effectively for the 


June GMAT 


in a course taught by American full-time 
test prep professionals. 
iw werkend course heid 


; 2 in-company tuit 
| professional translations and interpreting 


| Full details: 16 Ki Road, 
London W4 SET. Tel: 081-994 0517. 























- Bard College presents: 


RECOVERY OF MEMORY: 


| Eastern Europe and the Question of Nationalism 
May 11, 12, 15, 1990 

An laternationar conference featuring Keynote Speaker 
l| D Andrei $ nyavsky (Abram Tertz) 
a Valery Chalidze, ‘Russian writer, “human rights activist; Konstanty Gebert. din 
do Warszawski), Polish journalist, contributor to Tikkun; Professor Marshall Goldman 
‘| Harvard; Miklos Haraszti, Hungarian writer; Helena Luczywo, Editor, Gazeta, Norman 
do. Mane Romanian writer, Bard; Mihailo Mihajlov, Yugoslav writer; Dr Yuri Orlov, 
{o human rights activist, Cornell; Jens Reich, New Forum Party, East Germany. 
Frantisek Silnicky, Czech writer, Editor, Problems of Eastern Europe 
i : Lawrence Weschler, Author of Solidarity; and others 
Lo Sponsored by the Jerome Levy Economics Institute, the Bard Center, and the 

; International Academy for Scholarship ‘and the Arts 
Contact Professor Karen J. Greenberg, Bard College 

Annandale-on-Hudson, NY 12504 


Tel: 14)? 758-7430, : Registration $20, students with ID free 























—_ INGE ADVISORS 


The US Agency for International Development (AID) is seeking two 
individuals to serve as Gobal Climate Change Advisors on two-year 
Personal Services Contracts. These pieni wil be nasod in a E 














emissions of greanhouse 9 gases, 35 cially C reste aon and 
fossil fuel burning, and assisting in managing projets wich a | 
issues and are economically attractive ! 











































energy discipline, eg, forestry, ecol "Y s p ener y or enviror 
(2) three years' relevant experi nce | develooi 






energy planning, etc; (3) fuency in n P. ortu 
fluency in Spanish for the Mexico position; and 1 
cover letter and résumé or SF-171 by 30 May to: James. 
Environment, ined and Science Stat, -Room 2242 
International Developm ani, DEITY: 











LL Food sudes Group dh 
«d X international Development Centre 
«Q( ) aeey of Oxford 

e I — 





The Food Studies ‘Group has obtained funds to expand its pro- 
gramme of long-term links with institutions in Third World coun- 
tries. These are aimed at improving economic policy capacity and 
management in the food and agricultural sector. The institutions |. - 
involved include university departments, ministries of planning, - 

finance and agriculture, and parastatals in the agricultural sector. As 
part of the IPP, FSG will expand its national, regional and. 


international training activities. 
IP PROGRAMME DIRECT OR 


The IP Programme. Director will have full responsibility to develop | 
and implement the Group's link programme. The successful | 
candidate will have a second degree in a relevant subject (preferably | 
a doctorate) and experience with Third. World policy development d 
and management. Work experience in developing countries is — 
essential; experience in public administration or corporate aein, 5i 
ment would be a considerable advange. 


TRAINING PROGRAMMI 


The Training Programme Director will work closely with the IP 
Director but will be given full responsibility for setting up a trainin 
unit within FSG, and implementing. a programme of training courses 
and support for training institutions in the Third World. The 
successful candidate will have extensive experience in training an 
training management, and a good academic background related 
food and agricultural policy, with a second degree (preferably 
doctorate) in a relevant subject. A grasp of the technical issues 
involved and experience in the Third World are essential. Ee 


Appointments will be for three years initially, and may be extended. 
by mutual agreement provided the programme shows financial 
viability. Both posts are graded at the Academic Related Grade HX 
(£16, ore ,852, with a discretionary range to £24,285 per . 
annum ni 


Apply to the Director, Food Studies Group, Queen Elizabeth House, 
21 St Giles, Oxford OX1 3LA, enclosing a CV and the names of three 
referees by 25 May 1990 0. An informal visit to FSG may be arrangia 
by telephoning 0865 270261 n. 


AN EQUAL OPPOR TUNITY EMPLOYER 




















EDITOR/RESEARCHER 

Required by international business 
publishing ` and information group, 
based in Saffron Walden. Computer 
familiarity and capacity for detail essen- 
tial. Attractive terms and working condi- 
tions, salary according to experience. . 
Please reply to: Box 3698, The Econo 
mist Newspaper Ltd, 25 St James's 


VISORS 
on pees (AID) is seeking three 
ona Environmental visors for Central 






MULTILINGUAL 
ECONOMIST 
AND — 
TECHNICAL 
SPECIALISTS 











d gs sos seii and involvo. bsta travel to AID- 
untries in the two regions. Main responsibilities include 
cal “AID offices and host governments on environmental 


An international Washington DC- 
and natural resource management issues related gt 











impact assessments based consulting firm seeks Asian, 
to development activities. Minimum qualifications for the Costa Rica Latin American Sid African nationals tee Concer SYTA THG. 
and ‘Barbados positions include: (1) an advanced degree in an . for short- and long-term work on in- ' 
discipline, eg, ecology, biology, environmental plan- Me CIABOBA prol ECS: The University of Auckland. 
ning; (2) three years relevant experience working in developing * Financial Analysts New Zealand y 
intries in areas such as environmental impact assessment, environ- : rra Syxlalón | 
mental planning, natural resource economics, marine resources man- & Technical industry and dgricultur- Department of Geography 
agement, etc; and (3) fluency in Spanish is required for the Costa Rica al specialists LECTURESHIP IN 
and fluency in MW opi mis iod French (preferably both) is required : for A minimum of five years' overseas HUMAN GEOGRAPHY 






| experience is required. Fluency in 
French, Portuguese, or Spanish, along 
with excellent written English, is also 
required. Qualified candidates should 

| indicate interest in and availability for 

| short- and/or long-term assignment, 
and send CV with salary history to 

| Box No 105, The Economist Newspa- 
per Ltd, 10 Rockfeller Plaza, New 
York, NY 10020. 





Applicants should have a PhD or equiv- 
alent qualification, and have teaching 
and research interests in economic, 
regional or urban processes plus an 
ability to teach quantitative (statis" "^^ 
techniques. 


The successful applicant will be re- 
quired to teach at undergraduate and 
graduate levels, and pursue and super- 
vise research in an appropriate field o! 
specialisation. — 


Commencing salary will be establishec 
within the ranges NZ$36,000- 
NZ$47,200 per annum. 


Conditions of appointment and methoc 
of application are available from th« 
Appointments Officer, Association o 
Commonwealth Universities, — 3 
Gordon Square, London WC1H OPF 
UK; or from the Assistant Registra 
(Academic Appointments), Universit, 
of Auckland, Private Bag, Auckland 
New Zealand. Applications should be 
forwarded as soon as possible, but no 
NE " : E „tater than the closing date 20 June 
of UNIVERSITY OF ABERDEEN . 1990. | 


imiclude aduate s dooie: : 2) a combination of land-use planning, 

. ehvironmental engineering and urban economics training and experi- 

- ence; and (3) Spanish or French preferred. US citizenship is required 
for all positions. Send cover letter and résumé or SF-171 by 30 May to: 

James S. Hester, Chief, Environment, Energy and Science Staff, Room | 

2242 NS, Agency for International Development, iri DC, | 


20523-0010. 






















"The University of Auckland l 
PRINCIPAL AND VICE-CHANCELLOR Am Equal Employment. Opportuni 
The University Court will be making an appointment to the office of Principal perenne - 
and Vice-Chancellor of the University, to succeed Professor George P McNicol aaae e aaa 
on his retirement in September 1991. . Chair 
The City of Aberdeen is an important regional centre serving the North and Department of Economics 


North Zast of Scotland, an area which offers a stimulating and 


attractive life-style. 


The fifth idest in the UK, the University, with an academic community of 
8, 500 ‘staff and students, has a distinguished history and reputation, and a 





Senior associate or full rank professors 
invited to apply by 1 September 1990. 

Earliest appointment date January 1991. 

Highly competitive salary. AA/EQE. 


Contact: Dr L. Schneider, 


Economics Search Chair, 
|  . ,. prominent place in the community. Faculty o Soci Social $ Sciences, 
The Principal will have a key role in leading the University to meet the SUNY at Bahala h NY Y Mot USA. 







challenges and seize the opportunities of the future. 


Close links with: a number of local scientific research institutes of international 
repute, and with the business community, offer scope for new and 
Wü, weeks -imaginative developments. 


o be considered for appointment or to suggest names for 
| on are invited to write, in strictest confidence, to: 
Richard T Ellis, Chairman of the Nominating Committee, 










- Must have badaou in modular or 





Persons wishing 





he Secretary's Office, University of Aberdeen, 
575. Regent Walk, Aberdeen AB9 1FX, 
from whom further particulars may be obtained. 


$$. "he closing date for.applications is 15 June 1990. 









AIAiCM ei rei 
AEMT bates 






; panel construction for Poema BEY 
3 jects, concrete or wood. 


B r European base, top pay, all benefirs, 
1 Ti bané wo Mer Jason, fax USA 404- 








APPOINTMENTS OoOO 


~ OIL/GAS ANALYST - 





EXPATS = 
Hundreds of current overseas vaca 

For your first FREE iss 
Hare: Quote ref ECOt/O 










ct manufacturers 







deadlines. 






mental affairs, as well.as monitoring EC 
developments in these and other areas. 
The appointee will liaise with the Feder- 
 ation's members, which include major 
“multinationals, and assist in represent- 
ing the Federation's interests in Brus- 
sels. Starting salary will be in the order. 
of BF1,250,000.. Knowled 






ihe disabled. 







VICTORIA UNIVERSITY OF WELLINGT ON — NEW ZEALAND 


NATIONAL BANK OF 
NEW ZEALAND CHAIR OF FINANCE 


Applications are invited for suitably qualified persons for the position of 
National Bank of New Zealand Professor of Finance in the Money and 
sce Group of the Faculty of Commerce and Administration. 


-. Money and Finance Group was formed by a merger of the groups of 
-teachers in macro money and finance in the Economics Department and 
micro finance in the Accountancy Department, with the objective of 
promoting closer integration between the teaching of and research into 
“the two aspects of the discipline. Money and Finance constitutes a 
` designated growth area in the Faculty. 


Applicants for the position should be specialists in the micro finance areas 
of corporate finance and capital markets research and would therefore be 
expected to have a strong background of research and teaching in these 
areas. The successful applicant will be required to assume responsibility for 
leadership of the Group's teaching and research programmes in micro 
finance and in developing links with practising finance specialists, 


There are at present eight teaching staff in the Money and Finance Group. 
Close contact is maintained with the National Bank of New Zealand and 
also with other financial institutions through the Group's affiliate, the 
.NUW Money and Finance Association. The Faculty in general also main- 

tains close links with business and government centres in the city. 


„Further information regarding the position may be obtained from 
Professor D. K. Shepard, Money and Finance group (Fax: [04] 712 200). 


The salary range is NZ$76,000-NZ$95,000 per annum. A particularly weli- 
qualified appointee may be paid a significant recruitment and retention 
allowance. 7 

Conditions of appointment and method of application are available from 
Appointments (37743), Association of Commonwealth Universities, 36 
. Gordon Square, London WC1H OPF, or from the Appointments Adminis- 
trator, Victoria, University of Wellington, PO Box 600, Wellington, New 
.Zealan | (Fax 04-711 700), with rith whom applications close on 31 July 1990. 
à (—— THE UNIVERSITY 1S AN EQUAL OPPORTUNITY EMPLOYER 








PowerGen is one of the three new generating companies created from the CEGB under the Government's pans... 
for the privatisation of the U.K. electricity supply industry AM i AS e Sr tay: A 
| The Fuel Forecasting branch of the Commercial Division is based in our London Office and provides forecasts, 
.. analysis and policy advice on all aspects of fossil fuel supply FON M c 
-Asa Senior Analyst, you wil lead a small team engaged in analysis of the oil and gas markets. This is a 
challenging and wide-ranging brief covering the development, maintenance and evaluation of forecasting moc 
production of regular forecasts and market briefing using in-house and external expertise as appropriate: 
provision of specialist advice, often at short notice. ub Bp ML t 
. You will have a good first degree, preferably in economics, business studies or other numerate discipline, and an 
MBA would be an advantage. You should have commercial experience, preferably in the oll or gas industries and a. 
well-developed ability to analyse complex issues and formulate innovative solutions, using computer modeling — = 
techniques where appropriate. Good oral and written communication skills are essential as is the ability to work to tight - 


_. Please write enclosing full career details including qualifications and current Salary, quoting vacancy — 
reference PV11/90 to, The Personnel Manager, Field Services, PowerGen plc, Haslucks Green Road, Shirley,. . |. 
Solihull, West Midlands, B90 4PD. MEM EE 
As an equal opportunity employer we welcome applications from men and women including ethnic minorities and d» 






LONDON . 
£25K-E30K — 



























POWERGEN 


BOUT 
City Polytechnic _ 


READERSHIP IN A RAPIDLY EXPANDING —— 












Department of Economics & Finance 
Focal point of departmental research ^. "M 
Intemational portfolio management, financial market activities, evolution 





capital markets and associated instruments, forecasting, international financ 
innovation and linkage between macroeconomy. and financial sector in P cific 
Rim economies. EC ou ix 
Requirements for Appointment — — E. 
Relevant academic qualifications, preferably a higher degree, and a 
guished record of research and publications. Experience of supervis 
graduate students a definite advantage. — : A 
Salary and Conditions of Service — . = 
HK$29,945-HK$37,170 per month by five increments (currently under review), 
(£1 = HK$12.63 approx.) "3 
Option may be offered tor appointment on gratuity-bearing terms (25 per cent on 
basic salary) for two years or on superannuable terms with provision for 
retirement benefits. Excellent fringe benefits include housing, medical and dental 
schemes, long leave and passages where applicabie. ee 
Application procedure . ee 
Further information is available from Appointments (37788), i 
Association of Commonwealth Universities, 36. Gordon 
Square, London WC1H OPF, UK. Applications, including a 
detailed curriculum vitae together with names, official posi- 
tions and correspondence addresses of three academic 
referees, should be sent by 21 May 1990 to the General 
Secretary, City Polytechnic of Hong Kong, PO Box 98441, 
Tsim Sha Tsui Post Office, Kowloon, Hong Kong; an add 
tional copy should be lodged with the ACU. __ 2i 

















University of Waikato 
Hamilton, New Zealand 


LECTURER IN ECONOMICS 

Applications are invited for a lecture- 
ship in the Department of Economics. 
The appointee will be required to un- 
dertake research and to teach in the 
undergraduate and graduate pro- 
grammes. offered by the Department. 


rics would be an advantage. 


` The current salary range for Lecturers 


is NZ$36,000-NZ$47,200 per annum, 
Enquiries of an academic nature may 
be made to the Acting Chairperson of 
the Department. of Economics, Asso- 


ciate Professor Peter Lane (tel: 064 71 


562889 during office hours; fax: 064 71 
562158). Information on the conditions 
of appointment and details of. the 


from Appointments (37778), Associa- 
tion of Commonwealth Universities, 36 
Gordon Square, London WC1H OPF, 
UK, or from Academic Staff Registrar, 
University of Waikato, Private Bag 
3105, Hamilton, New Zealand (Fax: 
064 71 560135). Applications quoting 
reference number A90/30 close on 1 
June 1990. 


The University welcomes applications 
from suitable people regardiess of- 



















































— should therefore anticipate 


method of application are available - 











JOBS JOBS 


Economic Development Service 
CREATING JOBS FOR HARINGEY 


The Economic Development Service aims to combat unemployment 
through initiatives to assist and develop Local Enterprise and give local 
people from all communities access to jobs. We aim to create and retain 
jobs and to promote good employment and training practices. Promoting 
racial equality and equal opportunities is key to all our work and we target 
those people traditionally denied access to the economic process. 

The Service comp "Teams with over 40 staff working on 
Range Grades with good ca jportuni ties. Appointments are normally 
made at the likely | f entry. Be 

The Council is idergoing period of måjor restructuring and you 
: rking. in an environment of change. 


Economic Development Officer 


£14, 232- £19,632 SO2-PO4 
(Likely point of entry PO3/4) 


Ref: EDS.3 
You will be working in the Economic Strategy Team undertaking 
economic analysis research, information and policy work to guide the 
Service and provide a good data and policy base for new initiatives. 
The ability to undertake research, statistical analysis, and policy 












| development in relation to the local economy is essential. You will also be 


expected to demonstrate a good knowledge of economic theory and prac- 
tical examples of how you have translated this into practice. Knowledge 
and awareness of the Council s Race Equality and Equality Opportunity 
Polícies is also required. 


Haringey is "working ivan becoming an equal opportunities 
employer. Applicants are considered on the basis of their suitability for 
the post with equal opportunities for all, including women, black people. 
people from ethnic communities, lesbians and gays and people with dis- 
abilities, and regardless of marital status, age, religion, class and 
unrelated criminal conviction. 

We are particularly anxious to attract people with disabilities 
who are under-represented in the Service to further our 








. disability issues. 


[lene date: nth May 1990. 


For further ‘details and an application form please contact 
The Economic Development Service, Central Support Team, 


2nd Floor, 72 Lawrence Road, London N15 4TP. Tel: 01-802 3191 
e I Please quote appropiate reference number. 





Applications. are particularly welcomed from people from black 
and ‘minority ethnic communities, people with disabilities, lesbians, 
gays and women. 








JOBS - JOBS JOBS NINE JOBS JOBS JOBS j 
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European hodic " Soy 
Studies (JETS) 
University of Edinburgh 


LOTHIAN ASSISTANT DIRECTORY - 
SENIOR RESEARCH FELLOW > 
RESEARCH FELLOW 


JETS was established in 1988 under 
the Directorship of Dr Martin Frans- 
man. The institute is supported . by 


‘NEC, Fujitsu, Lothian Regional Coun- 


cil, the Japanese Ministry of intema- 
tional Trade and Industry (MITI) anc 
the British Department of Trade anc 
industry (DTI). 


JETS is seeking a Senior Researct 
Fellow and a Research Fellow whose 
main duty will be to undertake compar: 
ative research on science, technology, 
and industry in Japan and Europe. it is 
anticipated that the Sénior Researct 
Fellow will become Lothian Ass 

Director of JETS. Both appoint 

will. be for three years in the ... 


For both pes a background in scienct 


and. technology policy is desirable. Ear 
lier degrees may be in either the socia 


sciences (eg economics, busines: 
studies, industrial organisation) or en 
gineering or science. 

Applications, which must be receivei 


by Friday, 25 May 1990, should bi 


addressed to The Secretary, JETS 
including the names and addresses c 


' three referees, and providing a summa 
_ty Of the applicant's background am 


future research interests. 


. For further particulars contact The Sec 


retary, JETS, 25 Buccleuch Place, Ec 


.— 'inburgh EHB 9LN. Ref No 5766. 




















UNIVERSITY OF 
CANTERBURY 

New Zealand 

The University invites applications for the 
following position: 


CHAIR OF 
ECONOMICS 
This senior academic position is one of 


two established in the ment of 
Economics, which has a total established 


| staff of 14. The other position is held by 
: Professor D. E. A. Giles. 


iC serch ora Uh have a substantial re 


sis in core areas o 


" [^n sese sot AE 


rected to gt A. E. Woodfield, He 
(64) 3 642 633 or 






| Fax (64) 3 642 999. 


ary for a Professor is within the 


and 
—— 






— HANDWRITING ANALYSIS 


Suspect Documents: Examin 










: Licensed attomey. 
$ Practice limited to US immigration law. 


Judith B. Sporn, Atto at Law 
125 Main St, Westport, Cf 06880 
Tei: ape Fe : (20354-7890 


US TAXATION 
US Expatriates 
Resident/Non Resident Aliens 


Sonya Morrison Clark 
Certified Public Accountant 
125 Main St, Westport, CT 06880 
Tel: (203) 222-9670 
Fax: (203) 454-7890 


OFFSHORE 
COMPANIES 


| BRITISH VIRGIN 



















ed ween close to. DM 
and Aube station. , Video 









Take a tumished hed sal ated senice a - 
ment. in Knightsbridge, near Harrods. Fu 

Aupo kitchen-dinette, bathroom, phone, 
E TV.. central heating, elevator. Suit 1-2 
persons. Brochure by airmail. 








Sarvice ne LONDON . 
45 Ennismore Garde NOON SW7 
Tet: 071-584 4123. Telex: 295441 (Ret KSF) 












MENT, 
D ADMIN 
| | "SERVICES A AVAILABLE | 
| | | FOR AN EXPLANATORY 
Six ED hoai provide DISCUSSION AND BROCHURE CALL 
author-detaited rri on a criticat " ces coe, 
M in world politics in a special issue REGISTRATION AGENTS LTD. 
COMPANIES HOUSE 












Journal of Political TOWER STREET 
Science ISLE OE MAN - " 
issi? 95 check or money order to 
-XOPS, Dept E, Department of Political TEL: Aa SM LM FREE IF 
Science. Clemson University, Clem- 
son, South Carolina 29634- 1509, USA. | TEL: 0600 269900 
Tel: (803) 656-3233. Fax Fax: (803) 656- 0624 rk am 
- S401. FAX 024 E 





zi  DUESSELDORF — KREFELD Your 
í; SELS. TO LET: three storey -best area for business in fast growing 
office. building—400sq metres, 3min Europe offices, showrooms, warehous- 
walk from European Parliament. Call ing in Top Business Park, 20 min from 
Brussels 734 8187. Duesseldorf/Airport. Fax: 49-2151- 
RELI eS ME UCD 393329 (investor). 














Sate to id rina authorized 
Lake Geneva t 
& Mountain resorts i 
You can own a Quality APARTMENT/CHALET in 
MONTREUX, VILLARS, LES DIABLERETS, LEYSIN, 
GSTAAD Valley, CRANS-MONTANA, VERBIER, etc. from 
SFR. 200000.— 50% credit at -- 714% 


82, rue de Montbrillaet - CH-1202 GENEVA 
REVAC S.A. ; Tél 4122/734 1540 -— Fax 734 12 20 













; Sieg over city from cen- 
a on. Available for exchange 
ipn Fn see 








E. ST JOHN 'S WOOD, NWE 
^. Situated in this prime and sought after block built approximately two 
<. ago, this s dh 5th floor B erm ent offering panoramic views over 





ent's Pa osque. 


Full pote to a high standard—3 beds, 3 bath S/WC (2 en-suite), open 
! ; balcony, 24 hour security/porter and underground reserve 





f US IMMIGRATION 





























AM 
ACADEMIC 
POINTMEN 


The Scottish Hotel School invites applications from 
candidates with teaching and research interests in the areas 
of British tourism, Eurcpean tourism, and in tourism project 
analysis for two appointments - one at Lecturer level, the 
second at Senior Lecturer level should a suitable A 
be identified. Candidates offering a combination. of 
interest areas will be especially welcomed. ir 
Salaries | 

' Lecturer Scales - £10 458 - . £20, 469 p. a. E 

Senior Lecturer Scale - ge 1429 - £24, 285 ap: a 


For application form and further particulare (Ref 66/90) — 
contact Staff Office, University of Strathclyde, it 
G1 1XQ. Closing Date for DEPSCAHORSS . 
24 May 1990. 





E R . OF 
STRATHCLYDE . 





GRM International Pty Ltd 





| ace 


GRM International Pty Ltd is an Australian based — 
agricultural consulting and management company _ 
currently undertaking technical assistance and pro- 

ject implementation activities in Africa, the Middle. 

East, Asia and the Pacific. As part of our ongoing - 

programme: of project development and operation. 

we are currently seeking registrations from the. 
following personnel: | 


Environmentalists _ 
Laboratory Technicians 
Hydrologist/Water Resources Engineers » 
Irrigation Specialists — Engineering and Policy 
Agronomists — Cereal Crops, Forage, Pasture 
Livestock Specialists — Production, Policy 
Tsetse Control Specialists 
Sociologists 
Smallholder Systems Specialists 
Institutions Specialists 
Practical Dairy Specialists with Large Scale 
Tropical Dairy Experience. 


Suitably qualified professionals interested in f 
registering with GRM are invited to submit an up- | 
to-date CV to The Managing Director, GRM Inter- 
national Pty Ltd, GPO Box 449, Brisbane QLD 
4001. Fax: 617 2297654. Telex: AA40249 AGMA 









UNDERSTAND BRITAIN. : 
j| The UK's best opportunities are 

























tart from Manchester. 
. Contact Robert. Waterhouse 
434 2795. Fax: n 8507 




































' GREA TER SECURE 
STMENT OPPORTUNITIES 






























Horndean, Hants POB 9JL, 






























to £20,75 


be considered. 


| 01-972 3066. 








BUSINESS : & PERSONAL | 





cone London, Our business jour- | 


tineraries—max four people— |. | 


$2 or surface A Metals 
"Skopo Books Li. Box No 118, 62 


or fax 
. Fax: 


wii HOTEL 


. Telephone 071-824 8415. 
"Fax: 071-824 8415 
Telex: 926678 


— Small character town house, off Sloane 


Square. All modern facilities. Full English ` 


breakiast inclusive of very modest rates, 
> ALINBAR NE HOTEL 





EXECUTIVE HOTEL 


57 PONT STREET 
KNIGHTSBRIDGE 
LONDON SW1X0BD 


Tel: 071-581. 2424 
Fax: 071-589 9456 
Telex: 941 3498 EXECUT G 


Single bedroom £54.95 -- VAT 
Double or Twin £79.95 + VAT 


Elegance, privacy and exceptional $ 

value in one of the world's most . 
‘neighbourhoods. — 

Sar RE, a ae breakfast | 


fashionable 


incl 
A LINBAR EXCLUSI VE HOTEL 








Dep artment 


Economists 
A Better Health Service 


Up to £26,910 


Street, Ne 





"AUTHORS WANTED 
BY NY PUBLISHER 


Leading subsidy book publisher seeks 
manuscripts of ail types, fiction. non- 
fiction, poetry, juvenile, scholarly and 
religious works, etc. New authors wel- 
comed. Sen for free booklet. 


$92, Van Press, 516 W, 34th 
w York NY 10001 USA 


CUT OFFICE COST 
IN FRANKFURT 
(WEST GERMANY) 


Take a furnished, self-contained ser- 


| vice office in Mérfeiden, near Frank- 


furt. Fully equipped office, telefax, 
phone, EDP facilities. Please contact: 


Alpha W & T GmbH 
— Phone: 49 6105 24085 
__Fax: 49 6105 2930 


US HOUSING EXPORTS 
Largest custom builder in Virginia will 
containerise and ship homes to your loca- 
tion, Many models to choose from or send 
us your plans tar bid. 


Call or write for free brochure. Northern. 
Counties Lumber Inc, Route 50 West, PO 
Box 97, Upperville, VA 22176. Tel: (703) 
592-3232. Fax: (703) 592-3552. 


AND TECHNOLOGY 
Producing under licence is a cost effec- 
tive, profitable way of adding to or replac- 
ing product lines always to be taken into 


consideration. For international search 
services contact. 


International Business 


Co-operation 
Advisers s.p.r.l. Av de Ripont 5c, 1330 
Rixensart, Belgium. Pax (32) 2 ia 0661. 


T IMMIGRATION—CANADA 


One of Canada's largest investment houses offers bank or first mortgage quam C 
investments in the Investor-Immigrant Program. md 





Wei are leaders in the field of Investor-Immigration in Canada. Confidentiality is aseuréd. 


Lévesque Beaubien Geoffrion Inc. 
c/o Mr Louis-Leblanc or Mr Stan Siscoe, 1155 Metcaile, Montreal, Canada HOB 459. 


Telephone 514/879-5576 . 
514/879 3652 












The Government i is implementing bed changes i in the health and personal social - 
services. Introducing these changes requires first-rate analysis and advice from a team of talented 
people. We need more economists to join that | team and to apply their skills to ensure that the — 
reforms meet their objectives, | ; | 

— For Economic Adviser posts you iud a good degree in economics. bd fiie years ^ 

experience in the economics field. Starting salary is up to £26, 910 which includes - 
Inner London Weighting, on a performance-related range that rises to £31,751. | 


— For Economic Assistant and Senior Economic Assistant posts you need agood ` 
degree in economics. Starting salary depends on age and experience and is up to 
£18,086, uding Inner London W 'eighting, on performance-related range that rises 


The and will be initially for a short-term contract of one to three years with a 
possible extension up toa maximum of 5 years, Part-time appointments and secondment terms can 


Por further nce contact Michael joda on 01-972 3063 or Andrew Burchell on 


pplicatic on forms from Tery W alters, Room A305, Department of Health, Alexander 
g House, Elephant and Castle, ‘London SEI 6BY (tel: 01-407 5522 ext 7782). Completed . 
tion forms with CV must be received by 18th May 1990. 


^ “The Department of Health is an Equal Opportunities Employer. 


“Fax 514/879-1015 











IMMIGRATION 
TO CANADA 

To immigrant investors and their advi- 
sors we offer bank. or mortgage guar- 
anteed investments and professionally 
managed, government approved in- 
vestment syndicates (for 150K/unit). 
Confidential service is assured. 
nord: Capital Inc, 1255 Universi- 


St #1600, Mtl, Canada H3B 3X3. Tel: 
14 „fa : (514 ) 8740329. 




















"recommended 


to make appro priate enquiries and 
take appropriate advice before send- ^ 
ing any money, incurring any èx- 
pense or entering into a binding 
commitment in relation to an adver- 
tisement. The Economist Newspi 
Limited shall not be liable to 
person for loss or damage incurred 
or Suffered as a result of his/her 
accepting. or offering to accept an 
.. invitation contained in any advertise- 
ment published in The Economist. 



















ECONOMIST 


For information about 
| advertising 











SWISS PRIVATE BANKING. For per 
Ray Dalglish.. 150 


.Sonal counsel, a | 
Regent Street, London W1. Tel: 071. 
734 5351. Fax: 071-734 4166. = 








2ND. PASSPORT/DR. LICENCES. 


Special reports. Any country. INI, 26 
- Kleomenu Athens 10675 Greece. Fax 


7219080. 





EXPATS—FREE Copy, unique expat 
newsletter. $2 postage. Expatworld, 


.Box 395m 
9117. 


Raffles o Singapore 





EMIGRATE/w son Essential in- 





T an Import/Export dior No 
| or risk. Immediate access to 
profits in world trade. FREE booklet. 
Westlink (C), 55 Constitution Street, 
Edinburgh EH6 7AY, Scotland. 





BEST DEALS in first/club class fares 
worldwide via Amsterdam. Contact 
Scenic Travel Ltd. Telephone 081 808 
2943/081 801 7471. Fax: 081 808 
1554. IATA/ABTA. 





SE ASIA: Confidential reports to order. 
Prepared by regional journalists, spe- 
cialists and advisors. Please outline 
requirements to Fidelity Services, POB 
3133 Robinson Road, Singapore 9051, 
or fax 65-534-1360. 





OVERSEAS POSITIONS. Hundreds of 
top-paying positions. All occupations. 
Free details. Overseas Ernployment 
Services, ae EC, PO Box 460, Town 


3C. 








TV, elevator, Suit one or two persons, 


HANDWRITING . ANALYSIS reveals 
personality traits, avoids costly mis- 
takes. SAE for factsheet: Box No 3697, 
The Economist Newspaper Ltd, 25 St 
James's St, London SW1A 1HG. 





ZIRCON PERSONNEL SERVICES 
Whether seeking office/secretarial ser- 
vices or recruiting an Executive PA in 
Central London, contact 071-931 8055 
or 931 8002. 





TAX RELIEF.—Tax losses, sponsor. | 
ships, business arrangements world- . 


wide available to lawfully lighten your 
tax burden. Strictly confidential. Con- 
tact Peter Griffith FA & AT inc, Via 
Ponte Tresa, 7b CH-6924 Sorengo 
(Switzerland). Fax: (091) 54 67 10; 
Telex: 84 11 62 (CH). 





A COMPANY OF WRITERS LTD. Pro- 


jects undertaken for corporate and 


training literature; confidential reports, 
brochures, etc. Prestigious client port- 
folio. Have LaserJet, will travel. Write: 
James A. Oliver, BSc, 12 Neal's Yard, 


Covent Garden, London WC2H pp, ` | INSI 


or speak 01-379 0733. 





ECONOMICAL LONDON. Fully fur- 
nished self-contained apartment in 
modern block, with caretaker, kitchen/ 
lounge, baicony, bedroom, bathroom, 





T — UK RECORD CUTTING STUDIOS 
(RE FORTHCOMING EXPANSION & VERTICAL INTEGRATION) 





is JookiAs for partners/parents ( vdividaal o or organisation i. We have sound 
rationale and pi aine and need positive backing, and US management & 


E legal backup. A 
suit, 


Reply Box 3699, The Economist Newspaper 


I enquiries will receive immediate attention, with meetings to 


Ltd, 


= St James's Street, pea SWIA PG. 


[DIEMAUER THEWALL LE MUR 
| | LELE BERLIN WALL GMBH 


4 are proud to announce that we have been api 
4 LIMEX—BAU IMPORT-EXPORT (the official 


4 _ offer authenticated pieces of 


inted exclusively, by 
vast German agency) to 


THE BERLIN WALL 


Large a cased presentation pieces, acrylic blocks and ornaments 


dE. are avai 
M organisations, including hospitals. 


able, proceeds are to be used for East German charitable 


PRI CES & CATALOGUE AVAILABLE FROM: : 
The Sales Manager, Overseas Division, - 
Le Lé Berlin Wall Gmbh, 
Tempelhofer Ufer 10, 
1000 BERLIN 61. 
Tel: 030 251 7626 Fax: 030 251 1627 






















3 KENSINGTON 
APARTMENT 
WITH ALL THE COMFORTS] _. 
OF YOUR OWN HOME " 
Apartments to suit all pockets} — 
Studios to penthouses, Central A don, E 
close to Harrods, theatres, & museums, 
T.V, maid service, 24hr recep. Short/ | 
long lets — Perfect for business or feiure 


SERVICED APARTMENTS 
26/27, Collingham Garders -- 
London SW5 OHN ne Trus 1144 














LONDON'S LATEST SUITE HOT EL E 
“LUXURIOUSLY APPOINTED - 


| HOTEL ROOMS (trom) | 
a s SLEEPS 2 £85.00. T VAT : 
td SUITES(from) — 
| SLEEPS 4 £144.50 + VAT 
$ INCLUSIVE OF: 
í en Sumptuous English buffet 
breakfast — 
* Colour TV radio 
Direct dial te lephone 
Hairdryer 
Hospitality. trayRea/cottee/ 
chocolate & biscuits — i. 
Complimentary newspapers. T 
Luxury kitchenette in each st 
Luxurious appointed bathrc 
‘Guest lounge | 5 
Jroning centre/trouser press 
Room safe 


A143 3 Beaufort Gardens 


























Reon ans 






A HOTEL 


| 
| 
; 
€ Superbly appointed Short-Let | 
| 
| 
i 
| 
i 
i 





| displaying data in tabula ER with 
i iic eei ripagare 







Apartments offering exceptional 


f 
| 
| 
| 
| 
| 
| 
| 
| | value. 
| 
| 
| 
| 
| 
| 
| 














@ Fully TOR kitchen, Annual, quarterly and monthly AR 
bathroom, colour TV, 7-day Maid monthly on 53” or 3j" diskettes, 
Porterage. ^ — £1700r US$272. 

€ FREE USE of Swimming Pool Excluding VAT (UK) 

and Health Club offering a wide Airmail outside Europe 

range of treatments at competi- add US$15 to subscription. 







Processing requirements 
PC/XT/AT or compatibles: MS-DOS 2.1 | 
or higher/MS-02, 512k RAM & Hard Disk - 


tive prices; Squash and Tennis. 
@ Famous Restaurant and Bars, 
comprehensive Shopping Arcade, 










Unit 1, Clarks industrial Estate, 
Newtown Road, Hove BN3 7DN UK. 
Tel: 0273 725221 ^ —.. 
Fax: 0273 23863, 


if 
3 acres of gardens. PE DISICAVAILABLE ^ 
Dolphin Sq. London 5W1 . Apply: GLOBAL-STATS LTD 






071-834 3800 


TELEX: 913333. Fax: 071-798 8735 | 












Vet eo 
iare hie rn 
























SEOULI INTERNATIONAL TRADE FAIR '90- 


Come Explore the Unlimited Business 
Opportunities of the Korean Market 
Stay One Step 4 head. of the Competition 


| Oct. 30—Nov.5, 1990 (7 days) 








* Exclusive for traders: 9. :00 a. m. n 00 p.m. 
i General Public: 4. 00 p. m.—5:00 p.m. 


€ Venue 

€ Sponsor 

@ Organizer | 
€ Exhibitors 


: Korea Exhibition Center (KOEX) 159, Samsung-dong, Gangnam-ku, Seoul 135-729, Korea. 
: Ministry of Trade and Industry, Republic of Korea 
: Korea Trade Promotion Corporation (KOTRA) 


: Manufacturers, Traders, Sales Representatives, Agents, Associations, 
“Public Organizations, Governments, etc. — 


iltems suited to indoor d display. High-technology items are preferred. 


: US$150 per squaremeter — 
| | . *Minimum rentable stand: 9m? *Stand can be rented in multiples of 9 square meters. 
TET e A pplication Deadline: May 31, 1990. 
bes |. For further informatio Mon tonii. 
KOREA TRADE PROMOTIO CORPORATION (KOTRA) - : 
Trade Center P.O Box 123, ul, Korea Phone: (02) 551-4412/ 17 
Telex: KOTRA K23659, K27326, K28819, K28820 Fax: (02) 557-5784 or 
"Korea Trade Center” ı nearest to you. 


E e. Exhibits 
NE Stand Rent. 
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(PART TIME) 


The National Economic Development Office (NEDO) is an "independent, 

publicly funded organisation, whose purpose is to promote improved 
performance in the UK economy with special emphasis on the efficiency of 
British industry. 


We are seeking someone. to be responsible for a wide range of the Office's 
work on a one year, part-time (three days a week) basis. , 


In order to meet this challenge, we require you: 
* To have strong professional qualifications and several years of work 


| Department of Accounting & Financial Management 


CHAIR IN ACCOUNTING & FINANCIAL 
MANAGEMENT | 


POE are invited for the secönd Chair in the Department of 
Accounting. & Financial Management, 


The post, whichis tenable from ist September 1990, is open to persons 















A good knowledge: of. modern. econometrics and of OECD statistical 
sources is desirable. » ta 





Further info mation and. 4 pp i e d ‘can be baie ifo: 
| Pers ection, National Economic Development Office, Millbank 
a Si ks London SWIP WAS 





n — 


experience wit p ‘interest in any area of accounting and financial management 
* To play a key role in the wide range of the Office” s work on UK The University is seeking to appoint someone who will bring the | 

industry ualities of leadership and innovation to research and teaching in the | 
* To help provide economic analysis, advice and. assistance to the petibus and who will enhance the research profile of the Depart- —— | 
: dt 8 Sector iry ES h IEEE ment. This post will bring the number of staff in the Department to ten 

ao TEPPAN PEGI Us MRENOORHAEC. esearch for NED 9 and further appointments are expected to be made in the near future. 


Salary is negotiable, but will not be less than £24, 786 pera annum. 


Informal enquiries about this post are encoura d and should be made LN | 
Professor Michael Sherer on (0206) 872762. 


Applications (twelve coples), including a curriculum vitae nnd the 
names and addresses of three referees, nan reach the wi inde E 
(C/061/E), University of Essex, Wivenh: K 
CO4 3SQ by 22nd May 199%. “pu rth 

be obtained by telephoning. Colchester (0206) 8 872461 204 hours). 












OUTPUT, DEMAND AND JOBS Japan's retail sales increased by 10.196 in the 12 months to 
January, up from 8.996 to December; Switzerland's fell by 1.996 in the year to February. In March 
Switzerland's jobless rate remained at 0.696, by far the lowest in the table. In February Holland's 
unemployment rate also remained steady, at 5.496. Growth in Belgium's industrial production 
quickened slightly, to 3.7%, in the 12 months to December. France's industrial output slowed to 
0.7% in the year to February; Sweden' S fell by 0.5% during the same period. 


% change at annual rate s 
pi retail sales [volume] 
3 mthst 


unemployment % rate 
latest 








PRICES AND WAGES Japanese earnings rose by 3.996 in the year to February, a real increase of 
0.3% after allowing for consumer-price inflation. West Germany's wholesale prices edged up 1.4% 
in the 12 months to March, down from 1.796 in February. Growth in Australia's producer prices 
quickened to 7.296 in the year to December. The 12-month increase in Belgium's consumer prices 
slowed to 3.2% in April, while Canada's slowed to 5.3% in March. 
% change at annual rate 

consumer prices* 

1 year 


wholesale prices* 
1 year 


 wages/earingst 


+14 


IESESE 


“fo. RMourly wage rates in manufacturing except Australia, weekly Semengs; Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly 


T earnings, UK, monthly earnings for all employees. 


Bl AUSTRALIA The orco expects Australia's 
GDP to grow by 296 this year and 2396 next, 
| following growth of 4% in 1989. The slow- 
| down will not make much of a dent in 
inflation, which is expected to stay close to 
| 7% for the next two years. However, the 
| current-account deficit is predicted to shrink, 
| from $16.8 billion in 1989 to a more modest 
| $12.8 billion this year. Unemployment should 
| increase, and by 1991 is expected to creep 
| above the OECD average of 6.6% of the 
| labour force. Despite these gloomy figures, 
| the o€cp hardly criticises the Labor govern- 
ment's handling of the economy. Keep 
interest rates high, is the OECD's advice, and 
the government budget in surplus, and press 
| on with reforms of the labour market. The 
|. OECD would also like Australians to save 
|. more. One prawn less on the barbie. 


MIST APRIL 28 1990 


weather, world oia 
reals could this year equal consumptio 
the first time in four years, according te 
forecasts from the Food and Agricultural. 
Organisation. This is just as well, because 
ia have been eroded to the point where - 
the world's food security depends on the. 


| cutcome of the 1990 crop. This season carry: 
. ever stocks: (including: tice) are likely to be. 


some 292m tonnes, a reduction of more than 
& third in three years. World whe tock 
are forecast to be Vim ~~ 


Stocks of coarse grains are eee 
at a six- Jew ow: of 125m tonnes. : 


1985—100 


Dollar index _ 
Allitems = 


All items 
Food . 
industrials 


t Provisional H Mn. food aco 






















= SMALL. BOURSES Taiwan. is s by f far the 
largest of the smaller equity markets shown 
in the chart. In the past two years its market 
capitalisation has increased from $49 billion 
to $237 billion, and by the end of 1989 was 
over 1j times the size of its Gop. South 
Korea’s equity market capitalisation, the 
second biggest in the chart, has grown from 
$33 billion to $141 billion in the same period, 
|. but this represents only 70% of its Gop. The 
next largest stockmarket is Brazil's, which is 
worth $44 billion, four times. bigger than 
Chile's. But wh le Brazil's market is about a 
tenth of its Gop, Chile's market capitalisation 
| s equivalent. to two-fifths of its cop. Most of 
nese smaller markets did well last year: In 
dollar terms the iFC's emerging market index 
gained 4796. The fastest growing market 
was in Turkey, where the index tripled. 
Argentina's s stockmarket gained 136%. 

















n, UK anc DRE vod ib. Ail others c/o. $4 Bank of England index 1985 — 100, Reserve Bank of Australia index 1565 = 100, New series ¢ Excluding gold. 7 
egere as a Tapa Produced by The Economist Newspaper Ltd., London, England, and printed in Singapore by Times Printers Pte. 







WORLD BOURSES Fears of further interest-rate increases drove Wall Street down 4. 0%. Frankfurt 
was also down 4.096 on the week, amid worries about the consequences of monetary union. London 
fell 2.5%, hitting its lowest level this year. rae gained 3.7%, while the world index lost 1.296. 
Stock price indices % Change on 

Api = .,,1198 — one one record 31/12/89 
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Canada 3341.0 4009.5 3341.0 — 49  -— 74 . -188 -158 —159 
France 5484 5571 482.9 —08 +166  —23  -— 10 +08 
W.Germany 2255.7 24140 2151.0 ~40 +316  —68 +30 +28 


——————————ÉÉ E SHRINE RR ERR ED ER M MERCED ERE EE RED ERE 


——————————RÉ Ó EE EE A Rrra ttre NAAR E EE E ERE RERO tir MM 


ere rere mA Maren rr i ARA IA I BEAR IU S rur Peer eri te e s EHI nity a rr A SER AR A tq tr tar aree rra AAA PM ah iit t 


amem sre eerte nr PAM PERRA HAN BA AIRE at ead has rpm A ROME A ANH IU m i rrr Narr! AANA a a TUTTI reer A tt RAL aapna m rrr 


e rire A RI MA AI APP gr t Re aire den ee MAH ARAN ARRAN VI mm m irm re e ERA Pré HEP nigrae dr rr HP anaa 


err S HI A A ia e rar P rad AAA A Ap jpg ire rrr anri muri rhein READ AMAN ANA RYMAN amy itr aan 


VENRTTERRRRERR———————————— a EE aalala ANA 






eimina EAA ANAA A namn AAAA ATTO a AAA A onaman inaina en a a a THAT 


Sweden 1165.6 1317.9 1127.2 + 16 + 45 = 15:1 =~ 7.6 — 87 . 
Switzerland 750.2 787.2 737.8 — 03 + 


A eee APA a eA a Rma mm ne em ramet ter ek EPA ys e rre AAA ra ANCA nt e irte Nri HIBISH AES er HS S A NAT nt rur atria ara rs ert mre iiti m S iu 








FARINE ——— M a EE E REED ERR RR E E RR E E De aM MD th wr: 


mn——————MÁ—————MÓM a a ER ERE D Yc A A 


World} A770 5710 468.3 — 12 — 6.6 — 16.5 —15.9 —15.8 
*New series $ Morgan Stanley Capital international ¢Converted at financial rate 
2 —————77 ——————————————————mmmmmm 


MONEY AND INTEREST RATES Broad-money growth slowed to 17.596 in Britain in the year to 
March, and to 9.896 in Italy i in the 12 months to February. Prime-lending rates were raised to 14296 
in Canada and to 12196 in Switzerland, the highest level for eight years in both countries. 


Money supply? Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 

% rise on year ago Money market Commercial banks Bond yields Eurocurrency | 
Narrow Broad Overnight 3 months Prime Deposits Gov't Corporate Deposits Bonds* 
[M1] lending 3 months long-term 3 months | 


we retrat an a nini ii a ie maaan 


Australia — — 0.8 +19.7 fæ 1515 15.08 18.75 15.08 14.34 14.91 14.63 1428 — 
Beigium + 55 + 9.4 0 10.00 10.20 13.25 10.10 10.09 10.12 10.31 . 10.06 





Canada — — 16 +104 we 13.550 1365 14.75 1365 1133 1227 ^ 1325 13.03 
France — + 63 +67 in 963 9.63 10.800 — 981 977 — 1041 981 9.84 
W.Germany+ 3.1 + 45 fre 785 818 1050 7.42 9.00 — 900 8.38 — 8.86 
Holland + 57 +15.1 a 7.63 8.65 ^ 1075 865 902 954 850 9.23 
Italy +98 +98 re 1238 1250 14.00 na 1388 — 1209 —— 1188 1223 
Japan +11 116 mw 7.09 667 625 — 204 738 756 738 — 733 
Spain +14.7 +88 re — 1453 — 1497 1625 — 725 1309 14.08 14.50 — 13,60 
Sweden na + 96 fæ 1335 13.90 1550 1370 1410 1513 ^ 13.550 1435 
Switzerland — 63 +51 m 975 950 1225 ^ 875 663 707 9.69 — 7.28 
UK +63 +175 w 1494 1522 1600 1519 1208 1395 1522 14.03 
USA +24  - 28 w 819 833 1000 8.50 8.84 9.50 8.56 9.68 





Other key rates in London 3-mth Treasury Bills 14.6%, 7-day Interbank 14.996, clearing banks’ 7-day notice 4.096. Euro 
rates (Libor): 3 mths 8.6%, 6 mths 8.8%. 


————— a AR 


1M1 except UK MO; M3 excepi Belgium, Holland, italy and Sweden M2, ris M2 mr hes CDs, dp ag idt M3 + other liquid assets, UK M4. Definitions of interest rates 
quoted — on request. Sources: Banco Bilbao Vizcaya, Chase Manha Commerce (Belgium), Credit i Lioeceis, í Credit Lyonnais Bank 
Nederland, Svenska Handelsbanken, Westpac Banking Corp, CSFB, The WEFA Ts depu rates cannot be construed as offers by these banks. "New series. 


NENNEN rr eR 
TRADE, EXCHANGE RATES AND RESERVES Britain's visible-trade deficit increased to $3.5 billion in March—in sterling terms, the second-worst 
monthly figure ever. Its 12-month deficit widened slightly to $36.5 billion, while the current-account deficit worsened to $36.2 billion. France's 12- 
month trade deficit narrowed to $6.6 billion in March. In trade-weighted terms, the yen recovered 1.0% of its value, while sterling gained 0.6%. 












‘trade balance] current- trade-weightedtt currency units per $ currency units foreign reservestt 
$bn account exchange rate $bn 
latest latest 12 balance $bn 
month months latest 12 mths latest year ago latest year ago per £ perSDR per ecu Feb year ago 
Australia — 0.05 fe — — 40 — 157 fe 903 893 131 1.26 2.13 1.69 1.57 13.3 13.6 
Belgium 1 02204 + 17 + 390 112 1060 35.0 39.1 57.2 45.4 42.3 10.9 9.0 
Canada + 022 e + 30 — 16.6 o 105.6 1024 — 1.16 1.19 - 1.89 1.50 1.40 12.9 15.4 
France — — — 015 m :— 86 — 34 o 105.1 995 569 63 9.29 738 687 243** 250 — 
W. Germany + 6.69 a 72.9 + 59.1 Feb 1190 1128 "4.69 1.87 237 2.20 2.05 619 556 
Joilan | TE 35 WF Du 2 248 2.30 16.9 15.8 
1613 1502 48.2 36.4 
206 191 80.4 97.9 
138 129 PTR 371 
7.96 741 101° — 81 
193 180 217 21.6 
87.2 079 O74 346 43.5 
68.6 68. = as 163 1.30 | 383 


Allin a night's work 
at the legend in Jakarta. 








MANDARIN ORIENTAL 





JAKARTA 


When you're travelling for business and direct dialling system is the country’s 
need to know where things stand most advanced. It’s all part of the 
with your home office, the local time is unsurpassed standard of service that has 
of little importance. You need made Mandarin Oriental a legend 
to get your message out. And get a quick among hotels. Our efficiency means you 
reply. That is why the Business Centre will worry less, and better enjoy our 
at Mandarin Oriental Jakarta never closes. serene, gracious atmosphere and subtle 
Its also why our staff is trained to take opulence. The world doesn't stop when 
particular care with messages. it's night-time. Neither, for your 
And why our international information, does the legend. 


MANDARIN ORIENTAL 
THE WORLD S FINEST HOTELS 
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PUNTERS OR PROPRIETORS? mes 


A survey of capitalism 
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Private trust services with Canadian security... 


Ros risk is not 
easily accomplished 


in today's world of financial, 
political, and economic 
uncertainty. Having a care- 
fully structured offshore 
trust or personal investment 
holding company is a way 

to confidentially and effec- 
tively protect assets and man- 
age taxes without restricting 
growth. These services are 
offered through our subsid- 
iaries in The Bahamas, the 
Cayman Islands and the 
Channel Islands. 

Canadian Imperial Bank of 
Commerce (CIBC) is one of 
the ten largest banks in North 
America, with over a centur 
of international banking expe- 
rience. We are headquartered 
in Toronto, Canada and have 
an extensive global network. 




































Let us show you how to 
protect and manage vour 
assets. Call our office in 


London at (071) 234-6345 or 
in Hong Kong at 8416148. 
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IBC | 
IS Bank of Commerce 


PRIVATE 
BANKING 


Member of TSA 


Canadian Imperial 


offshore opportunaty. 
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Punter' S way? 


Or proprietor's? The choice fo 
capitalists, a survey after page 
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the those 30 Fh ever t known: poe 


se cffected à an pru Bene 
tion that took Britain more than 
century, and which was able to 
provide—just in time—the mili- 
tary hardware that destroyed the 
German Wehrmacht. - * 

— The creation of the Russian 
x industrial revolution at such 
speed was made possible only by 








farms. This was necessary to pro- 
-vide food for the proletariat in 
‘the towns, who were required 
for the industrialisation process. 
That the collectivisation caused 
: the death by starvation and mur- 
der of millions of peasants and 
' kulaks is appalling by our stan- 
-dards which, in the context of 
Russian history, are irrelevant. 


| 191 T's he cul which i is an ex- 


< dead—and an 


viet roe Sisi in fed | 
han a genenan as an G | 


. human spirit. 
. Manchester 
most monstrous jeu regime | 


SiR— Your leader, ' | 


the enforced collectivisation of - 


in the past taken more or less for 
granted. Great Russian lead- 
ers—lvan the Terrible, Peter the 
Great—have always slaughtered 
their own people to achieve 


~ what they consider to be a desir- 


able state for their country. 
To refer to what. happened in 


1917 as a disaster is an insult to — 


the Russian people. and their 
impertinence. 
What appears to be the failure of 


_ what happened in 1917 is due to 
_ the decline of leadership in Rus- . 


sia since the death of Stalin; and 


. the apparent success in the West 
of a society based on the appeal- 


to human greed rather than the 





Defending Detroit dE 


“Defol un- 
(April 14th). was 


der siege" 


| philosophically extreme in its 
. Darwinian views of the proper 


functioning of the global eco- 
nomic system. In arguing that 

“the only way to save America’s 
car industry is to leave the 
present one to die”, you insult 
manufacturers and hutidreds: of 
thousands of American workers 
who have made such ‘strides over 


the past decade in designing and | 
: manufacturing a broad range of. 


cars and trucks for. the multifac- 
eted American market, with 


consistently improving quality, 


at competitive prices. 


By almost any account, the 


American market is more com- 


petitive, more open to imports, . 


more highly regulated, and do- 
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mestic manufacture 


more competitive pressure than: E 


any other. region of the world. 


Yes, this is an intensely com- — 


petitive industry and Japanese 
manufacturers. have become ma- 
jor participants in the American 
and global automotive market. 
Yes, there is a need for vision 


and continued attention to quab - 
itative improvements and tech- | 
nological advances in this indus- 


try, whether in the United 


those who are seeking a deeper 


, understanding of the changes 
under way in the global economy 


and their impact on everybody. 

| . :« STEPHEN COLLINS 
"Motor Vehicle Manufacturers 

Washington, DC Association 


m nar ài maa 


. Sin—Your call for a “symbolic” 
move out of Detroit for the Big 


Three contradicts an otherwise 
sensible analysis of the state of 
carmaking in the United States. 
Surely such a costly move would 


. fall under the rubric of a “quick- 


fix diversification and manage- 
ment fad”. It is hard to imagine 
how * trend-setting” California 
could provide more fertile 


ground for automotive innova- - 


tion than the Motor City. 
While you regard Detroit as a 


provincial backwater, 1 dare say _ 
< the carmakers cocooned in ^ 
Stuttgart and Nagoya would ar- 


gue that provincialism has obvi- 
ous-(even irreplaceable) advan- 
tages. Whether the Big Three 


revive or rest in peace, Detroit 


~ will still remain the Motor City. 
.. New York i 


BRIAN MURRAY 





T Sik— Your assertion that Toyota 


sells 45 cars per employee while 


poor General Motors can man- 


age only ten is based on a false 
reading of Toyota data. Toyota 


does not consolidate into its an- 


nual statistics the myriad subsid- 
iaries which it in fact controls. 
Were it to do so, its figures for 
employment and sales per em- 


, ployee would look much more 
like GM's. 
Indeed, the Japanese think | 


you. have the argument back- 
wards. They believe a great deal 
of Toyota's success is due to be- 
ing part of the Mitsui Group, a 
conglomerate that dwarfs GM in 
every way. The Japanese don't 


think bigness is bad. 
Washington, . | 
. DC CLYDE PnESTOWITZ 


Callington, 





















ofa a new archbishop of Canter- 
bury (March 31st) articulated 


what I believe the majority of 


Christians wish to say. What is- 
needed is indeed "an inspiring 
rhissionary leader". 

Your article was more to the 
point than many in the Chris- 
tian press. 


^ Newcastle- : 
States, Japan or Europe. But " 
your leader hardly educates 


upon-Tyne RICHARD TULLOCH 


Sir—TI agree with all the senti- 


ments you express and only re- 
gret that it is unlikely that a copy 
will fall on the desk of every cler- 
gyman and bishop. 


Cornwall M.P. D. STEARNS | 


f Ramadan maligned 


Sm—Yow seem to enjoy publish- 
ing bemused irreverent articles 
about Islam like the one on Ram- 
adan (April 7th). Scholars will 
tell you that the beliefs and prac- 
tices of Islam are fundamentally 
very similar to the other two 
monotheistic religions, Chris- 


tianity and Judaism. Yet I have 


not read similar humorous arti- 
cles in The Economist regarding 


the recent celebrations of Easter 


and Passover. Perhaps you 


. would be socially and economi- 


cally better served to regard with 
equal respect the beliefs of the 1 
billion or so Muslims who make 


up .a fifth of the world's 
population. 

Scarsdale, 

New York — YAWAR SHAY 





Sir—You say "Muslims around 
the world are celebrating the 
holy month of Ramadan: they 
are forbidden to eat, drink or 
flirt between dawn and sunset.” 

First, I feel the world "forbid- 
den”. is inappropriate here. It 
suggests that Muslims unwill- 
ingly fast during the month. Sec- 
ond, it.is not clear to me what 
you are referring to when you say 
"flirt". "Flirt" suggests sexual re- 
lations outside the institution of 
marriage, _in which case it is 
never prescribed for a Muslim: 





"whether be Ramadan or not. 


I am disappointed with your 
article bec you have not pre- 
sented anything positive about’ 





Ramadan. Briefly, 1 will: remind. 
you 2 Ramadan i isa month of 








| “CHEM Hi Hi LL. the pre- -eminent employee-owned environmental engineering consultancy i in the US, is 
jean looking fora director to lead the company into Europe. 






Strategic - visionary, innovative, pragmatic. 






| Aim: To get. profitable. business in targeted European markets, with emphasis on nvironmental a 
^s; resource: engi neering. XS 











= Organise, direct and participate in marketing; recruit, develop and manage. st iff; develop. netwo ki is 
. . contacts in governmental, financial and other institutions; start, run. and integrate production offi es | 
. Europe; develop joint ventures, strategic alliances and: mergers; grow by ory deliver successful 
projects; set; monitor and meet performance targets. — 










Degree i in civil; mechanical Or chemical engineering. Fluent English. and another TRE NA 


15+ years in international engineering consultancy, inc luding marketing, negotiating contracts, office. 
management, project management and execution of municipal public works, water resources, irrigation 
wastewater, industrial and hazardous wastes, other environmental sciences and eee 


Report to: Managing Director, CH2M HILL International Limited. 


Remuneration pa ege: Final salary to be commensurate with candidate's experience and d salary history. Salary and bonus. 
vov. . Starts around £60, 000 Oto £70,000 plus car. Potential for equity’ participation. 


First interviews schedul ed for week beginning 4 June. 1990. 


l Martin Cadre an, Rhys dones Consul tants, Halley House, 49. d areol London SE10 BEX. 
Tel: +44, (0)8t 305 2277 Fax: +44 4 (081 853 3281 e: 















RhysJones | MARKETING | FOR R PROFESSIONALS. 



















| EUROPEAN INVESTMENT BANK 


The Bank is seeking, for the Issues Department of. its Finance and Treasury Directorate: at its head. 
Suae in PENON: an assistant (m/f): for one of the divisions 9 responsible f for us | 
















Duties: a assist the Head of Division on ithe markets for which hei is responsible (United Kingdom, ireland, Japan, Far East, 
: liaison with the banking sector in the country or market con- 
| authorities: í t ; monitoring of the primary and secondary markets in 


| i PAn ha on the markets in question, various financing structures: and the appropriate 
i struments; © [3 ) preparation and drafting of notes and statistics; C Lab idis ctn ofi issue documents. - ? 


university education or equivalent professional experience; | atleast five: years' banking experience in 

"fie ‘and secondary capital markets; (7 this im plies knowledge of both the international and domestic markets 
ith practical experience of fixed and floating- rate borrowings: ©. experience of both cunengy and interest- tate swaps and 
her financial instruments (futures, options, etc.) would be an advantage. - 


Languages: ^ very good command of English and French; (2 knowledge of a third Covenants language would be ap- 
preciated. | 


The Bank offers att active terms of employment, a a generous sey anda comprehensive welfare scheme. Itis an equal oppor : 


P Applicants, roa must bs nationals ofan EEC member Country and preferably no more thar 35 ulate of age, are invited to send 
oe a detaile i urriculum vitae, together with. a photograph, to: | 


cru ead Training Division (Ref.: n 19012), 
00, boulevard Konrad Adenauer, 
0 LUXEMBOURG. 


; \pplications will be treated in strictest t confidence. 




















































earthly desires. (May Allah for- 
give me for my mistakes.) 

New Brunswick, 
New Jersey ZAFAR FAROOQ 


CCP NUNT MEIN da bm ARAE ELEAN | 
Browned off 


Sm—As you suggest, green taxes 
(March 17th) may wear other 
‘colours, Consider the recent toll 
imposed on cars entering the 
‘city centre of Oslo. Were the rev- 


underground or other public 
ransport, the toll would indeed 
be green. But, as you report, it 


he city’s road system. As de- 
and invariably outstrips supply 
in road capacities, that alloca- 
tion worsens, not alleviates, the 
problem. Cities beware: using 
green money to expand. roads 
produces browned results. 

‘Oslo MicHAEL BRADY 





British TECs 


:SiR—] must ask you to correct a 
- number of misleading points in 
<The training trap" (April 21st). 
First, training and enterprise 
councils (TECs) are unique to 
Britain. Certainly the experience 


upon and improved in putting 
- together our plans. Any business 
would do likewise before plan- 
“ning a major new programme. 

^ More than 1,200 people, 1596 
of them top executives, have 
confounded the sceptics and be- 
come involved in the develop- 
ent of Tecs. They are top-qual- 
y people, who aim to deliver 
op-quality services, and indi- 
ectly will represent more than a 
vird of Britain's workforce. 

You claim that the Training 
Agency's insistence on chief-ex- 
ecutive status for TEC board 
embers will freeze out large 
ompanies. You are wrong. 





tors from numerous large orga- 
nisations involved. Business in 


00m in youth training. 1 am 
oved by TECS. 


uth training as “low-level 
ining for school drop-outs." 
those who complete the pro- 
gramme, 84% go on to full-time 
work, and a further. 5: are in 
full-time 'e ; 








and Muslims do this by fasting, 
praying and abstaining from the 


enue to be used to expand the . 


as been allocated to expanding | 


of the United States and else- — 
where was considered, built ^ 


There are chairmen and direc- | 


Britain is investíng more than 
onfident this can be further im- | 


You are also wrong to dismiss - 


-ploy During craining, i, 6195 
gain qualifications. 


The all-party support that 
TECs have achieved is surely an 
indication of the clarity with 
which their potential for fulfill- 
ing Britain's training and enter- 
prise needs is being seen. 





. BRIAN WOLFSON 

. ^. Chairman 

| National Training 

London Task Force 
Lithuania's past 


Sik—Mr Ray Kalinauskas (Let- 
ters, March 24th) points out that 
the Polish army held the city of 


-Wilno (the correct name for Vil- 


nius) against Lithuanian wishes 


between 1920 and 1939. What 


he fails to mention, however, is 


that the city. was under the occu- 
pation of the Red Ármy, as in- 
deed was the rest of Lithuania. 
Lithuania joined Poland, to 
form a single state, in 1385, 
when the Polish queen married 
the Lithuanian king. From then 


until the partition of Poland in 7 
the eighteenth century the unifi- 
cation remained intact. Poland - 


regained its standing as a free 
country only after the first world 


war, and even then it was denied ~ 
a large portion of its previous 
lands. to which it had a valid 





therefore not in any way wrong, 
as it was rightfully a Polish city 
under Russian occupation. 

I would also like to point out 
to Mr Kalinauskas that with the 
nationalistic spirit running high 
in Lithuania, it is the Poles in 
Lithuania who are being perse- 
cuted. As for Lithuanians worry- 
ing about a free Poland, Poland 


has enough problems. of its own | 
without considering a relatively 


insignificant state such as _ 
Lithuania. 

Mersin, x | 
Turkey.  ZYGMUNT SIECZKO 





Sig—However much one sympa- 
thises with the Lithuanian peo- 


ple in its efforts to liberate its 


country from Soviet domina- 
"tion, the use of the insignia of 


Hitler's ss in an anti-Soviet plac- 
ard (March 17th) must be one of 
history's bitterest ironies. 

It is a well-documented fact 
that among the countries occu- 
pied in the second world war by 
Nazi troops Lithuania (and the 
Ukraine) provided proportion- 


|  _ ately the largest contingents of 
= volunteers to the occupying 


nia ago: 


: New York E 





forces i in FR and the 





cial extermination units (Einsatz- the 


gruppen) in particular. 
single quotation from Mar- 
tin Gilbert's peerless account of 
the Holocaust should be enough 
to illustrate this - grisly fact: 
“among the local populace, espe- 


cially in Lithuania and the 
. Ukraine, hundreds could be 


found willing not only to round 
up Jews, but to kill them.” 
Communist oppression over 


..50 years must have provided the 
-Lithuanians with enough sym- 
bols to prevent them from using 


the one that has brought noth- 
ing but shame to their country. 
London CHARLES GELVARIS 





Sin —1 suspect that the Bush ad- 
ministration's waffling on Lith- 
uania has less to do with rela- 
tions with Russia than with the 


ghosts of American history. 


Consider how these States came 


to be United: systematic war, 
_ persecution. and relocation of 
native Americans; land grabs 


through artificially induced wars 


with Mexico in 1846 and Spain 


in 1898; subversion and annex- 


ation of a sovereign nation, Ha- 
 waii; transfer of territory from 


Russia without the consent of 


the inhabitants (Alaska). Then. 
there.is, of course, a bloody four- 
year. civil War. to assert Washing- l 


Arizona 
| i " 


Consider the ant | 


Si&—In dealing with the world . 
of ants, you share Dr E.O. Wil 


son's views that sociobiologists 


could learn from ants much that 


man should know (March 24th). | 


Without calling it "socio 
biology”, the Bible (Proverbs 


©: 6) gave the same advice millen- . | 
“Go to the ant, thou 
sluggard; consider her ways, and- 


be wise.” 


 Dying's not cricket 


SiR—1 was disappointed to hear 
Norman Tebbit's doubts on the 
loyalty of British ethnic minor- 


ities. It is a shame people have © f 
such short memories, especially : 


politicians. Some ethnic minor- 
ities may cheer for foreign 


cricket teams, but. Mr Tebbit © 


never questioned the loyalty of 
ethnic minorities in 1982 when | 


KALMAN BESENCZKY © 


[Special Report No-2027 


| ZECHARIA SITCHIN ~ 


| Europe has led to a boom in the fast o 


| i^ in the Europe Communi „and | 


ain. Nor: was there an question 
of loyalty last summer when an 
RAF corporal of Indian origin was 


murdered by the IRA. 


Indeed, we all owe our free- 
dom to the 70,000 Indian troops 
who died for Britain in the first 
world war. The Sikhs and Gur- 
khas collectively won more Vic- 
toria Crosses than any other 
race in the second world war. 

lt is Mr Tebbit's loyalty that 
should be questioned. It is he 
who advocates the abandon- 
ment of a British colony without 
the consultation of its people. 
Instead of delivering the Hong- 
kong people into the bonds of 
slavery under communist China,. 
perhaps he should offer them 
the chance of independence. 





Northwood, DUE 
Middlesex K.S. Gre 
Take me to your leader 


Sir—During the 1988 presiden- 
tial campaign, Hendrik Hertz- 
berg wrote in the New Republic 
that Richard Gephardt reminds 
him "of an earthling whose body 
has been taken over by space 
aliens," saying, "I keep expect- 
ing him to reach under his chin 


.and peel back that immobile, 
s monochromatic, oddly smooth 


to reveal the- lizard 
TRANS Y 
Now in The- Economist (March 


. 17th), Lexington tells us that Mr 
“Gephardt is 


“every Martian’s 
idea of an earthling.” What is it 
about poor Mr Gephardt that 


i keeps. prompting journalists to 


= envision extra-terrestrials? 
eval E 


. .MARK Lew 















FAST FOOD IN EUROPE: 
be Service Catering in West 


France, it 
taris ena Scioto. 


“The eats economic growth of Western : 


























- food and quick service catering | 
wmn owever, there have been 
Of isl epis ae Wasa deg T 
not a eading companies have 
participated equally in the market a 
rowth: Will m "a real single 
op market in Mn service 
| catering? This report analyses the 
markets in the seven large 








cts for this 
















CIMMYT i is searching 


Nan ar by the.  Consultative Group on. enlemi eae 


dq Sm H Batan, Mexico os miles outside Mexico City). 


LEE Qualifications 
MBA, CPA hts equivalent), with academic or work experience in finance, accounting, 
or international business. Fluency in English is required, and Spanish competency is 
highly desirable, Five to ten years experience in.a similar position i is EAS 


Position availability and compensa tion - ; 
All nominations received before 15. June wil be considered. Compensation is 
negotiable depending on the expereince and qualifications of the individual selected. 
À complete ee, of, mee | benefits. Js. provided, Applications should be 
addressed to: : fe 


- Clandio Cafati 





< CIMMYT, Apdo. Postal 6-641 < Telex: 1772023 CIMTME 
` Mexico, DF 06600 | 7 


Cable: CENCIMMYT 





agis Office for East Arica | 


ADVISOR | 
NATIONAL C ONSERVATION - 
STRATEGY SECRETARIAT 
ADDIS ABABA—ETHIOPIA 


UCN is looking for an Advisor to work within the National Conservation Set 
Secretariat based in the Office of the National Committee for Central Planni 





T {ONCCP) in Addis Ababa. Ethiopia is embarking on a national exercise which will 


culminate in an overall National Conservation Strategy (NCS) linking all sectors 
of Government activity relating to natural resources together in a co-ordinated 
fashion. 


The NCS was initiated by the Prime Minister in early 1987. The first phase, which 
started in 1989 with IUCN support and in which the status of Ethiopia's natural 
resources and its institutions and relations with donors were reviewed, has now 








been completed. The second phase will be launched at a national — I 


e starting on 22 May in Addis Ababa. The second phase will define the strategy by 
or ng heavily on the findings of the first phase and the recommendations of the 
erence. 


isor will, over a two year period, NOS with a counterpart and a small staff 





— Review and consolidate the key issues and recommendations ot the first 
_ phase and conference. 


— Work with sectoral institutions rad and regionally to develop task forces 
and seminars for issue orientated stud 


— Ensure that institutional and financial atrangements exist to ensure the 
Successful implementation of the NCS. 


— Prepare and produce a final document, with programmes and projects. 
— Represent IUCN in Ethiopia and maintain. good bilateral relations. 


Candidates will have at least 10 years’ experience in conservation orientated 
development, at senior level, in África. Particular emphasis will be placed on 
previous. praep of Ethiopia and a sound knowledge of the NCS process as 
defined by IUCN/UNEP/WWEF. The successful candidate will be expected to take 


up the post on 1 July. 1990. . 
si ai in writing. to: The Head, Eastern Sane Unit, IUCN, PO Box 


200, Nairobi, Kema- 










poate mandate Fun for it to aran the efforts of national propane 









SWITZERLAND a 
THE BANK FOR INTERNATIONAL SETTLE] $ 
an international institution located in Basle 
approximately 380 members of staff from 20 coun- 
tries ha a +e for an 


in its Press resis (a he range 28-35) 


Bude to assist in preparing documents for interna ; 
information. «^ ! 


Candidates must have. English as ee mothe 
tongue and be very proficient in German, Fre 
and, if possible, Italian; have a thorough grou: 
in economics with emphasis. on central-bank - 
and practice and international monetary affaii 
able to translate challenging texts on economics an 
related subjects from the above-mentioned foreign 
languages into English. They should be used to 
working speedily and under. pressure, be. flexible and 
adaptable and enjoy working in a team. E 

The Bank offers very attractive condities of. em- 
ployment in an international atmosphere, excellent 
welfare benefits and the facilities of its own spons 
centre. : 


Candidates should send. their a t application, together : 


with a recent. DL references to the- 
ments, 4002, ctio n, s an A api International, settle: 3 











































































Applications are invite 
reputed consultancy 
| consultam w PICIC 











interested parties áre delis to send wpe 
following. paa ess their brochures or literati 


curriculurm-vitas: of key personnel and any re} 
related data deni for ee them i as | 


(Karimdad PARISH 
Senior Vice President, 
+i Pakistan Industrial Credit and 
jJ investment Corporation Limited, 
/ . P.O. Box 5080, State Life Bldg. No 
_ tid, Chundrigar Road, Karachi- 













manager ation: The isa is 

Me des king a Polio to fill this stimulating post and 

. lead the exceptional team of experienced consultants. 

The project approach is at the forefront of planned sustainable 
levelopment involved with key government policy for furthering 
lecentralisation through institutional development at district and 

“province level. | 

Candidates will need the. following qualifications and experience: 

1. At least 70 years Project Management or r. Ream Leader- 
ship experience. — 

Posigraduate qualifications in human. resource develop- 

ment, management sciences or training. 

Xp ituti evelopment including Sys- 
tems development and in-service training workshops. — 
Ability to promote management information aio 
Beirat S AEB communicate etia 
















2. 
3. 
4. 
5. 





[ vere erus a person of considerable proven skill to lead 
] this high profile project funded by the ODA. | 





remuneration package and excellent career pros 





CV, to Head of Recruitment, MASDAR House, 141 Nine Mile 














! The Arts Cóuinicil i is ‘established by. 
. Parliament, incorporated by Royal - 





7 o to fosterthe practice, the. ja 
— — understanding and the en joyment of 
; e e the arts in Great B Britain. - 
db . Thel hief pac of the Council 








E- "senior or | rageren in rea Britain, 


-] tn keeping with MASDAR's policy the post commands a high 
interested candidates should apply, enclosing : an up to date - 
Ride, Finchampstead, Th Berkshire Ret any, | 


n Strong leader who would relish the - 
Charter and funded by the. Government opportunity of managing an | 


change. 


A n. ahd Runquvesertn oft the arts 
Arts Council, 105 Piccadilly, London 
WAV OAU. Tel: 01-629 9495 ext. 243. 


.. The Arts Council has an Equal Opportunities recruitment policy: iude COR 
co it warmly weicomes applications from all sections of the community. 


The International Fertilizer Development Center (IFDC), an 
international agricultural research an development i cse 
is seeking candidates for the position of: ` 


Director of the African Division. 
(IFDC-Africa) 


| The Division began operation in 1987 and is located in Lome, 


Togo. It has a mandate for soil fertility work in Sub- Saharan 
Africa with an early focus on tropical West Africa. The Division is 
housed in temporary buildings by the sea-front but land is 
available on the University campus to the north of the city on 
which permanent facilities will be established. 


Currently, the Division supports 20 international staff members 
engaged in six major programs covering fertilizer research, 
development, and technology TORSIE activities. 


The Director is responsible for supervision of the overall African 

pos in consultation with Headquarters in Muscle Shoals, 
orthern Alabama, USA, and for collaborative work with other 

agricultural research and development institutions in the region: 


IFDC is seeking an energetic leader holding a PhD or equivalent - 
in Agronomy, Agro-Economics, or a related field. Fluency in 
English and French is required. Several years of administrative 
experience in international E sgrienitura research or the fertilizer 
sector is desirable. ; 


IFDC offers an attractive remuneration pae including salary 
and benefits: Additional information may be obtained from the 
Administrative Director, telephone 205/381 6600, or fax: 205/381 
7408. Applications should i inc ude the names of three referees and 
be addressed to: 


| International Fertilizer Development Center 
x 2040 
Muscle Shoals, Alabama 35662 
. USA 


[The closing date is 30 June 1990.- 


This is à challenging róle for a 








organisation at a time of major 


It is a fixed term appointment of. 
five years. Salary in the region of 
£50,000 per annum. — 
pension scheme. -= 

For further details and an 


application form please contact the 










Personnel and Training Department, 





Closing date for receipt of applications: 
25th May 1990. | 
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Information on WORLD FAIRMODEL, FAIRMODEL PLUS, 
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MACRO | 


INCORPORATED ATED 


24 East Main Street 
“Southborough, MA 01 72 m S.A. 
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provide you with the most up-to-date analysis and — 
research of key trends and developments in the world’s pulp, 
paper and packaging industries — including those utilising 
paper xd board, plastics, glass, metal, wood and other 
materia 


Each issue of Paper & Packaging Analyst contains reports 
covering the following range of information: 


e Editorial: Commentary on the latest market developments 
and topical issues. 


* General report: Review of a subject with wide international 
implications — for example, environmental issues or raw 
. material pricing. The first issue report is Mergers and 
. Acquisitions in European Paper and Packaging: the 
Pace Increases. - 


e Four reports: The first i issue contains — 
The World Pulp Market: the Pressures of the 1990s 
ee Glass Recycling in Europe 

< — European Markets for Rigid Food Containers 
The Indonesian Pulp and Paper Industry: an 
Emergent Pulp Supplier 


* A statistical appendix with 32 tables and 15 graphs 
covering recent trends. - 


Semanal 


ee 


_ For executives involved in the paper and. packaging 
. industries, either as producers or end-users, Paper & 


Packaging Analyst provides clearly presented, up-to-date, 


£ promenon to Mini exploit market opportunities. 


ion model with historical data B 


his new quarterly research bulletin has been designed to 


| Subscribe now and take advantage of a na 10% discount if you send order wi 

















ovides you eve ‘quarter wit deat presented, 
date information to help you. ‘exploit market opportunities. 

A year’s subscription will bring you reports on: 

* Technical developments * Specific market segments - 
* Profiles of key players © industry. analysis by country 


Technical Textile Markets provides you every 



































| The first issue includes: 
| — Japanese Technical Textiles. A. boom in high performance. fibres 
= Geotextiles: An expan ri market for t gn. 4e :inotogy textiles 
.— 1992 and the West European industrial textile: 





industry 
— AKZO: World leader in industrial fibres - s 


UK industrial yam import statistics 





payment before 30th June: 1990. 


n a E AA to Technica Texte Markets. 
Price, with discount, including postage jamal ouiside UKE 
[3 Ewope £355; C] The Americas US$875; C} Rest of World £389. 
 LjPleáse invoice me C enclose a cheque for t/AUSS. io The Economist Inteligence Unit Ld. 
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| The Economist. 
Bon imn Jnit 


^A division of Business. International z 
Bed otis; 25 St James's Mrs tahdon SWIA 1G: Read in London Ne 1762617 









Normai Price: (1 years subscription) 

Europe £425; The Americas US$810; Rest of World £435 | 
WITH DISCOUNT: a: 
Europe £395; The Americas US$755; Rest of World £405 | n 
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Ld Please charge £/US$ |. 


Account | 
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CHIU aos d o atre ExpiryDate LL 


Please send your order to: lan Hallsworth 
Marketing Department Y 
The Economist Intelligence Unit Limited | | 
40 Duke Street, London W1A 1DW 08 
United Kingdom. Tel UK: 071 493 6711 
Fax UK: 071 499 9767 

^ Tel Rest of World: (44 71: 4936711 

. Fax Rest of World: (44 7*) 499 9767 
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The Economist 
intelligence Unit 


A dn 3 Business international E 
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Whatever country you're in, we speak your 
language. Whatever business you're in, we have 
an understanding of it. And whatever communi- 
cations system you utilise, we already deal 
in it. | | 

In fact, you'll never find us wanting or lacking. 


Not today nor in the future. (Over $15 billion 
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invested every year in research and developme 


sees to that.) 


Ovur field of expertise includes: Netwc 
Cables, 


Space and Defense, ai 


Systems, Business Systems, Rac 
communications 
Network Engineering and Installation. Operati 


in 110 countries throughout the world. 


THE ECONOMIST MAY 5 1990 
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Global we may be, but our advice is always 
local and tailored to your individual needs; that's 
exactly what Alcatel's 120,000 worldwide experts 


are there for. 


That leaves us with just. one thing to add. 


Whatever your communication problem is, we 


most definitely have the solution. 


THE ECONOMIST MAY 5 1990 








v 


ALCATEL 


Alcatel n.v., World Trade Center, 
Strawinskylaan 341, NL 1077 XX Amsterdam, The Netherlands. 
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HEN you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 


We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 


a lifetime. 

We made this watch for 
you - to be part of your | 
life — simply because this 
is the way weve always 
made watches. 

And if we may draw a con- 
clusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 

A Patek Philippe - 
because it's for a lifetime. 


4S if 
2 | a 





PATEK PHILIPPE 
GENEVE 


Patek Philippe S.A. 
4l, rue du Rhône - 1211 Geneva 3 - Switzerland 







inity's magical mys- ` p 
destination, as 





vE the gre it up. i Thou 
he eruption ofp post-com- 








zed. Most EC hoe ee Bécome 
"eener to strengthen their mutual ties. - 
Proudly independent non-EC Europeans, 
such as the Swiss, are keener to scramble aboard. 
Community governments now want a treaty creating one 

currency to be ratified by their parliaments before the end of 
1992. They are preparing a conference that will seek to 
change the EC's founding treaties, by the same date, so that 
they enshrine deeper political interdependence. Will the mys- 
tery tour's destination then be clear? No: the German-pro- 
pelled Fahrt ins Blaue will still be headed into the blue, but a 
blue deeper and more star-spangled than before. | 

- The latest lurch is happening in classic EC fashion, in 
which grand designs are aired, raise expectations and are then 
brought down to earth. France and Germany called last 
. month for European “political union" —as big and vague and 

un-nationalist a. gesture as Helmut Kohl could make and 
Francois Mitterrand could purr at. Even Jacques Delors, the 
federalist president of the European Commission, balked at 
its magnificent imprecision. He: could rely on Margaret 
^. atcher to ask the obvious questions. She did so in Dublin, 

-..Verly and good-naturedly. The. result is that “political 
union" has shrunk to a quest for changes to the EC's basic 
treaties that will make it more democratic, more efficient and 
more consistent in its policies towards the rest of the world. 


Everybody won p pue visionaries for their visions, the 
brake-lady for her brakes. - 


Needs. must, whims won 't 


Three decades of stop and go have shown that the EC is most 
. durably built when i it evolves to meet real needs rather than to 
_ satisfy grand whims. It was the perceived need for a truly com- 
< mon market that: prompted the deep erosion of sovereignty 
-implicit in the Single European Act of 1985. Governments 
.now have two months to decide. what new needs have 
-emerged in the past five years, and how to meet them. 

The most pressing need is to give the EC a more powerful 
-way of making foreign and security policies. The simplicities 
-of huddling under America's anti-communist umbrella are 
fading: fast. Community members now face. a choice. Do they 











mounting de facto constraints on indirect taxation, and « 





speak to o the outside w world with th EU 





ther great p powers. splen vi othe 
ountries; a single voice is clearly pr , 
‘when it is achievable. Ir cannot 
chieved by binding majority vote ar 
Community members, but the power c 

tional veto should gradually be diluted. 
^. "The second need is to introduce demo 
racy into European government. An immense amount of t 
law governing the average EC citizen is now being shaped i 
Brussels. Add to that the prospects of a European centra 
bank, of some central refereeing of government finances, 





















































steps towards a: common foreign policy: all show that it 
right to worry about a “democratic deficit” in the Commun 
ty’s affairs. Much of the old power of national veto in the EC 
gone, so voters and their representatives in national parlia- 
ments are today bound to accept os hatched by ministe rs 
behind closed doors. | : 

To deal with both these wende governments fum to be 
clear how much European politics the average European is 
ready to accept. At the moment, the European Communit is 
not peopled by “Europeans”. Frenchmen are French first, 
European a distant second. The Germans have just reac 
quired more German-ness. Scotsmen are still Scots first, B 
ish second and European third (though don't count on : 
order of two and three much longer). National sovereigr 
intact because, backed by their own armed forces, memb 
can still walk away from an EC that has no military p power 
stop them. But on a growing number of issues they are 
to put that sovereignty aside and submit themselves to E 
laws passed by a majority of other governments. í 

Any durable moves towards "political union” mus ' 
run ahead of the shifting mix of pragmatic European-ness 
visceral nationalism. A joint foreign-policy device that 
France what to do about New Caledonia, or Britain abou 
Falklands, would get short shrift. So would a call for a] 
pean army that was more than an alliance of national fo 
Here is the weakness in the most popular remedy for the: 
ocratic deficit—more clout for the European Parliament. T 
parliament does not:build upon the different political tra 
tions of the EC's democracies, it hopes to transcend them 
an assembly for a Europe of People that does not yet exist. 

The first step towards a more democratic Europe s l 
be to democratise the forum where Euro-law is really m 



























ounce is jubere v repre os of member governments de- 
cide which policies they will accept as binding on all of them. 
-Whenever they do so by qualified majority vote, the pretence 
-that those laws can be made only by secret horse-trading 
breaks down. Let the debate and voting on such matters be 
opened up, so that the peoples and parliaments that send 
ministers to Brussels can see how their emissaries perform 
and how the ' decide. Each national parliament would decide 

w tightly to monitor its council members, whether loosely, 
| the British tradition, or more tightly, as the Danes and 

















; E dislike the idea of dem Hm tae d saul 


ates", it is er BEA that at ought to be the fis staging post 
r the democratisets. : 
| That Cota: aud mean. the European 



























i abated. more on A dium st any Hiei on ed 
ines. The Parliament’ s powers to delay and amend Euro-laws 


OR the past 25 years inflation has been the biggest and 
: most persistent threat to the global economy. For too long 
in the 1960s and 1970s governments ignored it. As a result, 
by the early 19805, dealing with the threat obliged the world 
to suffer a deep recession. This bitter lesson has not been for- 
gotten. Governments are far more nervous of inflation than 
before. In other ways, too, the world economy looks pretty 
inflation-proof at the start of the 1990s: opec has cracked, 
and the death of communism has created marvellous new 
possibilities for supply-ed growth. Well, think again. Infla- 
tion is poised to strike back. i 
— Finance ministers will gather in Wahina, DC, on May 
7th-8th for the spring meetings of the International Monetary 
Fund. Inflation. should. be their main worry, but it isn't. 
Tough-sounding pledges on the matter will doubtless pepper 
their communiqués. When the Group of Seven finance minis- 
ters met last month in Paris, they duly agreed that "current 
inflation rates require continued vigilance". Their real con- 
cerns next week, how ve ie be smaller, suf. | 








difficult be ecause ‘of a vailly a argument 
| king o order v within the Fund. (A 


seni cof Europe T The i should E modestly ] 





The Pin Minion and Eurocrats „who f 


Parlament should ld be 


The world's next inflation 


.. Finance ministers, meeting in Washington next week, should prepare to fight an old enemy | 











y broadene 
able to veto the appointment of the president of the 
pean Commission, the body that initiates and oversees Euro 








pean law, and to remove individual commissioners sent to 


Brussels by the national governments. But until the EC is pa- 
tently a Europe of regions and people rather than of nations, 
the parliament should remain the EC's minor house. 

Lurking beneath all this is the question: what law should. 


. be made in Brussels? Or, to translate into some ugly j jargon, 


what does “subsidiarity” mean? In a Europe of nations it 
should mean offering from the centre only as much as can 
usefully be offered from there, and imposing from the centre 
only ag mut E be imposed from there. So EC 


definition can be. pr a pres remains a idus regime to- 


. day—such as corporation tax—may become unstoppably i in- 


ternational tomorrow. 
Too little, the federalists will cry: too dry, too ratior 


' The real point, though, is that changes like these are work- 


able and relevant. Those are the adjectives that count in Eu- 
rope, the ones that have brought the old world to where it 
now is. Some Europeans will go on dreaming, no doubt, but 
reality is exciting enough. | 





have been squabbling over their new pannon ) The minis- 
ters also have some thinking to do about countries that are in 
arrears to the Fund, and about the not-terribly-successful 
Brady plan for developing-country debt. Among these issues 
only the nonsense about the pecking order is actually a waste 
of time. But the harm that higher inflation ve do make: 
the topics trivial by comparison. 

Since the end of last yeat the aon rate oi inflation 
has gone up from 4.696 to 5.296 in America and from 2.696 to 
3.596 in Japan. The best signal of inflation expectations is also 
flashing. Since January long-term bond yields have risen in 
America from 896 to 996, in Japan from 6% to 712%, and in 
West Germany from 734% to 9%. Short-term interest rates, 
in contrast, show whether policy is responding to expecta- 
tions. Except in Japan, they have hardly budged. | 

Simple state-of-the-cycle considerations are quite enough 
to justify the markets’ anxiety. Industries all over the world 
are running flat out; labour markets are fully stretched. True, 
forecasters expect growth to slow this year, especially in 
America, and inflationary pressures to abate. For the mo- 
ment, however, this is a forecast; not a fact. The most recent 
figures for America point to something sf: a rebound in 
growth since the end of last year. - Erud 















measure trade balances in 
$ fell from 4.996 of GNP 
-years later. This re- 
onsumption, which was 
qual, it is an inflationary 
economy. 


| Otto Volcker. 


ansformation is all too likely to push 
will be an immense benefit to the global 
illions of workers in Eastern Europe are al- 
things that people want to buy. That repre- 
ge expansion of potential supply. But potential is 
iorrow. Today, the costs of transition will put a great 
n on public finances, and that is inflationary. 
-> West Germany, for instance, faces a big bill for unifica- 
tion; ina of DE D billion ($30 Pilon): a year do not 
seem outlandis 


4 N ot much noticed. bw thos 
: dollars, Japan’ S current-acco 
in the last quarter of 19 
flects a new Japanese a 
long overdue.. But, t 






























nic om. will make eE all a He 
might even be correct. But, supply-side miracles notwith- 
standing, in the early 1980s America's Federal Reserve felt 
compelled to answer rising inflation with a viciously tight 
monetary policy. Mr Karl Otto Póhl at the Bundesbank may 
| facet the same choice i in a the early: 1990s. 





The United niece asses involved i in the drugs wars of a and Peru. ce i 


The trouble is that drugs and politics get mixed up 


HREE killed and. a ism to go: courage is the rm qual 

ity required of presidential candidates in Colombia. Car- 
los Pizarro was shot on April 26th, Bernardo Jaramillo a 
month before. Both were men of the far left, lately persuaded 

try the electoral road to. change. Their murders may 
4ghten Colombia’s fading revolutionaries into staying clear 
of electoral politics. That is what their far-right foes wanted, 
and is probably why they were killed. ub 

Luis Carlos Galan, murdered last August, was a radiis 
in. Colombia’ s other war, against the drugs barons. He was a 
Liberal, blown away at an election rally by gangsters who 
feared that, if elected, he would carry on the war against them 
as: bravely as the outgoing Liberal president, Mr Virgilio 
Barco. President Barco struck back. His men have killed the 
“chief suspect, and claim to be on the heels of his heir. The 
Medellin drugs cartel is split, its more prudent members 
pleading in vain to be allowed to.surrender and face Colom- 
bian courts, rather than be extradited to the United States. 
~~ Colombia's two dirty wars overlap, because the cocaine 
SENA is a rich source of untraceable dollars with which to buy 
arms. Now the United States has plunged into the drugs side 
of the. deadly muddle. When Galan was killed, Mr Barco 
‘asked for American help to strike back at the drugs gangs. 
The. Bush administration, eager to be seen to be fighting 












out of. all recognition, 


. but they do make it easier to combine low inflation with low 











T Kmerica, (00; has own mor 
have run up unprecedented debts; which 
the Fed to do its job. The thrift debacle, th: 
the possibility of a crunch in commercial bankin, 
that the economy is more vulnerable than before 
money recession of the sort that had to be induced 
early 1980s. This is bound to make the Fed more 
about raising interest rates (see page 95). 

If, in these different ways, the world’s propensity for f 
tion really has increased, what are the finance ministers to do 
about it? When Britain and France have stopped fu: 
about who sits where, next week's discussione poan usefu 
start with two thoughts. hey hns 

First, America's new sensitivity to high ir interest rate: 
not argue for looser money; if anything, the opposite. I 
increases in interest rates are now more likely than befor 
cause deep and lasting economic harm, and they are, it 
the more important to make them unnecessary. The best way 
to do that is to respond to inflation fears with smaller r 
but sooner. Second, policies that can curb inflation wi ho 
higher interest rates will command an increasing premiu: 
Tight fiscal policies have supply-side drawbacks if they mea 
as they often must, higher taxes or lower public investment 

























































interest rates. The more worried Mr Bush becomes about the - 
risk of a credit crunch in America, the more he should regret 
his promise never to raise taxes. 



















dius and Ading it i to d demand at. home,is 
arms, money and advisers. cé 
- But drugs are only one— and a TS mee the lethal 
issues in Colombian politics. Jaramillo and Pizarro had n 
ther befriended nor threatened the drugs barons. They s 
to have been killed because they were leftists, not beca 
cocaine. Their murders fit into a long tradition of politi 
slaughter in Colombia; in 1946-57 some 300,000 people dis d 
there in a war between Conservatives and Liberals. i 
That war ended when the big parties agreed to sha 
power and exclude the small parties from it. Frustrated, tł 
ferocious men of the far left kept fighting in the jungles F 
plotting in the universities, Their enemies on the far rig 
equally ferocious, equally frustrated, but with friends i 
army-—strove to keep them down. The inter-party t 
fading now, but the ragged faction-killings continue. 
The difficulty for the United States is in doing someth 
useful against drugs without getting embroiled in dome 
politics. Already some people i in Colombia mutter that: 
dent Bush's drugs warriors are on the side of Preside 
Barco's Liberals in the campaign to elect his successor. This 
could be awkward were the Liberals’ man to lose—which he 
probably won't. But embarrassments could still follow else- 
where, such as Peru, which also has two wars on the go: an 





































































he ‘Unis rem eager to le against dum 

Peruvian smallholders gro v about 6096 of the coca leaves 
that Colombians turn into retail drugs. The Americans now 
want to treble the $12m a year they give to fight coca growing. 
They hope to bypass the police, who are often bribed or in- 
timidated by the drugs traders, and give extra arms and train- 
ingto the Peruvian army. Their blunder was to let this scheme 
leak out before they had even had an official request for help. 
alf-way between the two rounds of Peru's presidential elec- 
tion, the candidate they prefer is acutely embarrassed. 





lot terror without crime, no supply without demand 


eruvian governments regard coca mainly as a useful source 
f dollars for their poorest upland farmers. They are far more 
nterested in their other war, against the anarchist terrorists 
f the Shining Path who, claiming to be the peasants' defend- 
IS, pepe murder xui caught working with the 


| HE world of business is as faddish as any other. As soon 

Bas one business fashion dies, another usually pops up to 
s take its place. Sure enough, just as the vogue for aggressive 
.. takeovers in America and Britain has come to an end, many 
- of the world’s biggest. companies are scrambling to sign up 
joint-venture partners or to conclude an alliance, of one sort 
- or another, with a confederate in some other country. Noth- 
. ing wrong with that, in principle: takeovers and alliances are 
- both as old as industrial boy meets girl. But business fads arise 
from the same habit as their cousins, financial bubbles: fol- 
lowing crowds, not judgment. While many companies will 


in the 1980s, the risk is that the rest of the century will then 
be devoted to unravelling a tangle of reckless marriages. 

-To banish any doubts that cross-border alliances are 
eaching fad proportions, consider some of the biggest link- 
ps announced in the past year: IBM with Siemens; Texas In- 
truments with both Kobe Steel and Hitachi; Motorola with 
oshiba; AT&T with both Mitsubishi Electric and NEC; Volvo 
with Renault and, perhaps, Mitsubishi Motors; Pilkington 
with Nippon Sheet Glass; Daimler-Benz with Pratt & Whit- 
ey; and, grandest of all, Daimler-Benz's (vague) collabora- 
ion talks with the Mitsubishi group. 

^ There is not all madness in this method. The alliances 
boom is being fuelled by some dramatic economic changes 
vhich neither takeovers, hostile or friendly, nor internal 
growth can easily cope with. In descending order of difficulty, 
hese include: the opening of Eastern Europe; the integration 
Western Europe; the emergence of Japan as a technologi- 
al, as well as financial and manufacturing, superpower; and 
e globalisation of many markets. All that is: why, among 
r things, American firms are keen to tap Japanese know- 
LOW; Japanese firms are keen to get into Western Europe; Eu- 
opean fi ms: are keen to expand across, or beyond, a unified 








: authorities. Many Pe 


oint ventures sand strategic alliance: are riskier than they look 


spend the next few years clearing up messes left by takeovers - 


| world over. Te also beer au: 







argue that attacks on coca farmers bring fr 
guerrillas: the farmers, they say, need. protecti 
those who threaten their meagre livelihood , me 
busters and terrorists alike. ane 0s wp re 
In getting involved in all this, the United $ Senes: runs two 
risks. One is of antagonising democrats who are struggling to 
rid their countries of left-wing revolutionaries and right-wing 
thugs. The other is of doing no more than diverting the drugs 
trade—and all the violence and corruption that go with it— 
from one country to another. Latin American countries need 
United States help with training and with incentives for farm- 
ers to grow alternative crops. But there can be no escape from 
the terror of drugs until they cease to offer the prospect of 
profits for criminals and cash for revolutionaries. That will 
come only when the world trade in the drugs derived from 
poor peasants' crops is legalised, taxed and controlled. 





Europe; everyone is desperate not to be left behind in the 
rush into Eastern Europe. Often alliances appear to be the 
cheapest or fastest way to achieve these ends. 

Sometimes they are. But one warning sign should be UN 
as so often, this fad comes adorned with elaborate theories 
designed to make it seem inevitable. The most enthusiastic 
advocates argue that, with markets becoming ever more 


- global, no single company, no matter how big, can afford to 


compete on its own in every country. Rising R&D costs and 
the faster pace of economic change are supposed to be forcing 
companies into each other's arms. To be successful at alli- 
ances, enthusiasts continue, companies have to become more 
collaborative, more lovable, less concerned with their own 
short-term advantage and more willing to consider the inter- 
ests of their long-term partners. Good napi yon see, 
like good marriages. T Boa 








Make war, not love 


Elegant though this argument is, ucl assumptions behind i it 
are faulty. Despite “global” markets; even small companies 
with a good product do manage to compete in many national 
markets at once, helped by. cheap ca p computers and communica- 
tions. For big companies further globalisation is a golden 
opportunity, not a threat. Rising R&D costs are often a reflec- 
tion of big-company bureaucracy, not the true costs of inno- 
vation: witness the record of America's high-tech start-ups. 
And companies are themselves the < gents c of f faster poe 
They cannot collectively also be i its icti ; 
In that discus lies, a clus na 
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map cer UM be dur i "E 
~ So what are they good fed Alliances c come in all nias 
and sizes, from mere marketing and technology exchanges to 
joint-ventures and cross-sh: ldings. Generalising about 
them is as difficult as drawi t conclusions about take- 
overs, d both h: niserable record. Yet all business is 
firm seeks a well-defined, limited 
e a sensible option. 
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N Norwegian government sent out invitations 
| Y Y to 34 environment ministers—from Europe, America 
and Canada— for the conference it is hosting in Bergen this 





month, it hoped they would bring along their colleagues from 
George Bush's 
advisers, when they invited top finance officials to a confer- 

ence on global warming in Washington last month. The men - 





finance ministries. It had little success. Nor did Ge 


from the White House wanted to persuade treasuries that ef- 
fective green policies do not come cheap; the Norwegians 
hoped to convince trade and finance ministers that the envi- 
‘ronment was too important to be left to environment minis- 
ters. Both Norwegians and Americans are right. Environment 
policies that take no heed of economics will backfire; but so 
will economic policies that ignore the environment. 

Green policies are most likely to achieve their goals cost- 
effectively if they use economic mechanisms. In contrast tò 


the greenery of the 1970s, many governments now see that 


regulation is not the only, and rarely the best, way to clean up. 
America has built tradable permits (see page 78) into its 
Clean Air bill and introduced a tax on ozone-gobbling CFCs; 

her countries, especially in northern Europe, are thinking 
ot introducing green taxes. But many politicians hésitate, ar- 
guing that taxes heavy enough to fight pollution would be 
greater than electors would pay, would drive üp prices, would 
hurt the poor. Yet regulations often have.the undesirable ef- 
fects of taxes, without their benefits—one of which i is allow- 
| ing voters to see what a cleaner: environment costs. 








: ncentives to Nd P nd 

If environment ministers are to clean up the world ONUS 
they need to make friends with finance ministers. They could 
show that greenery offers a wonderful chance for imaginative 
tax reform. Most rich countries face shrinking workforces 
early in the next century. Then economic growth will have to 


come entirely from using more capital, or from technical in- 


novation. Dy cutting taxes on labour, govetnments can re- 
move one disincentive to join the job market; by cutting taxes 
on capital, one disincentive to save. But by taxing the use of 
natural resources—be they oil, or cadmium, or the dirt-ab- 
sorbing capacity of the atmosphere—governments can not 
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short life. Most aim for specific goals, no 
Often they are ways to learn: the benefit g 
most willing to learn from the other side. 
Few alliances can solve a serious problem in 
core business. If a firm cannot compete, it is pi 
doomed, no matter how many dancing partners it has 
up. In any case, the more successful ventures and alli 
usually destined for an acrimonious divorce once th 
outlived their usefulness. When it comes to competing 
free market, ine € language of mel is not SREDE 

























= pay fo Ce lower: taxes on labour and saving; they cati 
make markets work berths T ensuing that t prices reflect 


















green good I than al ae eich arif E en scrappi 
subsidies and tax breaks, and making sure those raw-materi 
prices which are under their control are not set below market _ 
levels. Such policies are not just bad for the economy they are. 
bad for the environment, too. | 

Every country at Bergen. ill te able to cite exatüpleó ba 
home. The countries of Eastern Europe will have the scariest 
tales to tell; of whole economies built on artificially chea 






don. Poland's loss-making coal mines impose costs 
wa reg Bl a nent more eithin 5, 000 > 


I Ad dps ical consumption, a d by low 
ergy prices, has not only blackened Polish air; it has 
poc tot turn oe ie woche forth biggest coal 












rigation water in thew west—to the dowd on some estimates 













California now aa à serious water horde Nera oner 
study found that 45% of f eC erally irrigated land i in me W 


price of cereals above world market levels—to the detrim 
of consumers and taxpayers. As a result, farmers have ar 
centive to plough up grassland, and to use more fertiliser. T! 
consequent bills for extracting nitrates that leach into the y 
ter supply generally fall on the public: 

In all these cases, finance ministe | 
explain the cd of externalities to mystified cabine 


































sts of greenery, they are prat what conomics d um 
lictate. There will even be times when they can: plead green- 
ry to argue for wise macroeconomic policies. For instance, 
apid inflation frequently does environmental harm, by en- 
'ouraging companies and. individuals to go for the short term 


ind ignore the long view. The grab for land and the rush for 
gold i in northern Brazil, both of which have polluted the Am- 





straints that keep out third-world manufactures may do 
vironmental harm. If poor countries cannot earn foreign 


: usual with mous Uil petan. issues, aon bobbed about like 
corks on the swell, > 

The illusion has happ sened blige fotably in 1977, 
when Labour. councillors were voted out in droves to atone 
for the economy’s plight under the Wilson/ Callaghan gov- 
ernment. But this time there has been an unusual twist. This 
- week's elections were dominated. by one big issue—the poll- 
tax fiasco—which has itself raised questions about the nature 
- of local government. Now the elections are over, most atten- 
ion will focus on their. implications for the poll tax. But this is 
also the moment to recognise how badly local government is 
'oke and needs facing-- politically e as: wel as. financially. 





loose: a mayor 
heir forced return to the jc ere decent board, 
fargaret Thatcher and her ministers should seize on one re- 
rm that has proved itself elsewhere: give every council its 
ive mayor and open up the post to 
( io ould be an effective answer to the prob- 
em rightly publicised by Mrs Thatcher in the early 1980s but 
n given the wrong medicine by her. She bemoaned a de- 
ine of middle-class support for c uncils; she noted the 40% 
3 aa for one local election after another, compared with 
5 or more in general elections (a far bigger disparity than 
‘France Italy or West Germany); she raged at the hijacking 
ouncils by left-wing activists, which she saw as the result of 
ectoral apathy. 
Never mind that this last p point was dimos: md a false 









986, few councils were. actually hijacked in this-way. Mrs 
atcher's response to local government's deficiencies was a 
war ofa attritio against t the. town. \ halls. It. won some useful 


i more need to sell the work 


zon, have been fostered by soaring inflation. Or again, trade 


change iid selling the work of their bands, they will h i x 
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mayors has been a vital strength. T 


lysis: as the independent Widdicombe report noted in- 





posce Guner ministers sacle go one dc RE 
They would see that, in the long run, economic policies will 
be stymied if they ignore the environment. This is what the 
Brundtland report, which the Bergen conference is called to- 
consider, meant by the phrase "sustainable development". In 
developing countries the links are often obvious: ignore water 
scarcity or soil erosion, and farming soon falters. In developed 
countries the long run is longer. But the filth of Eastern Eu- 


rope is an extreme reminder that the environment eventually 
puts in its bill. Next time they are invited, finance ministers 


should get on the plane. 


victories here and there, but it also gutted the whole T of 


local government. Today, disillusioned councillors resign far 






veats ago; iiie dt every town n hall i is an ae chamber 
for the politics of Westminster. 

. .This turns councillors into. adanali ciphers, rather 
than independent-minded locals. It leaves local government 
acting less like the sensitive fingers of democracy and more 
like an all-purpose meals-on-wheels. Not only is the multi- 
tiered system incomprehensible to many people—the disas- 
trous legacy of the Tories’ 1974 structural reforms—but it ap- 
pears politically impotent as well. At the end of this road lies 
the antithesis, at local level, of the selfreliance that 
Thatcherism is supposed to espouse. 

The introduction of elected mayors would narrow ilie gap 
between councils and. their communities. As customers: 
town-hall services, voters are constantly lifting their expecta- 
tions of what a council should deliver. The result is that many 
councillors find it ever harder to distance themselves from the 
day-to-day running of town halls. Local-authority chief execu- 
tives, adopted by almost all councils since 1974, find them- 
selves increasingly drawn into the political arena. À stronger, 


politically accountable boss would do far more to assert a sen- 


sible electorate's control over each council than any amended 
version of the poll tax. 

There would be a precedent for the reform. The West 
Germa still operate a local-government structure largely 
based on the British model after 1945: Like Britain’s system, 
theirs is too complex—but the subsequent addition of elected 
»e same thing would hap- 





pen in Britain. More people would vote. Better-calibre people 
would put. themselves forward. for election. And mayors 
might just restore to Britain a little of the ds puroi 
that enriches Y West EUN $ politics. . | 









E E Portuguese have been hand bulls 
for : as de as their oe Hess 














igi one. In Spain te 
ull is the high 
"point of the spectacle. In 
Portugal he stalks off, to 
meet his doom backstage 
"[he difference says a 
lot about two peoples who 
for centuries have shared a 
"peninsula but little else. 
Spaniards tend to be explo- 
sively voluble, opinionated, 
sociable and dressed be- 
¿yond their means. Portu- 
guese put themselves less 
on show, are quieter, self- 
deprecating and take longer 
to open up. The Portuguese 
;, will save his hard-won earn- 
ings, while the equally hard- 
working Spaniard blows his 
on drinks all round. Portu- 
guese often find Spaniards 
aggressive and arrogant, 
| in turn are called slug- 
pel and seen as a touch 
third-worldish—as indeed 
| they are: the streets of Lisbon are filled with 
black and brown faces, the relics of Western 
Europe's last empire, whereas about the 
only visible blacks in Spain are diplomats 
Shopping at El Corte Ingles in Madrid, plus 
. à handful of unhappy workers in Catalonia. 
> The frontier between the two countries 
runs through the poorest regions of both, 
-and communications are bad. Like neigh- 
: bours everywhere, especially those with vir- 
.tually no other neighbours, Spain and Por- 
-tugal have seldom got on well together. "De 
` Espanha ni bom vento ni bom casamento” 
- goes the Portuguese saying: from Spain, nei- 
. ther good wind nor good wedding. Span- 
iards agree that the two peoples have lived 
de. espaldas—with backs turned—despite 
minorities in both countries keen over the 
centuries on Iberian union. 








One: reason is history. Spain often tried 





i integration i is drawing Spain and Portugal together. But theirs is 
ial relationship, and not an easy one 


init once managed to absorb its nehha “cits 


Portugal (frequently with British help) regu- 
larly harassed Spain. And in their days of 
imperial glory the two nations ‘stepped 
heavily on each other’s toes in Latin Amer- 
ica. Many chin tana still have a lingering 


fear of their powerful cur Soaked . 


have not always troubled to hide a-certain 
contempt for Portugal, when they though: 


about it at all. 


Tied by economics—and divided 


The climate changed for the better in the 


mid-1970s, when first Portugal and then 
Spain emerged from autocratic: rule. It 
changed even more sharply when they be- 
gan preparing to join. the European Com- 
munity in 1986. Faced with the prospect of 


European competition, and the need to re- 


structure economies which, for all their re- 


cent growth and potential, are still among 


the EC's poorest and least equipped, Span- 


iards and Portuguese quickly defined their 


home market not as Spain or Portugal but as 


-the two together. In: 1985 the neighbours 
E negotiated a 





a schedule for removing bilateral 


. trade barriers, and in 1987 they ace 
it. Today an Iberian common mark 


-the mid-1980s. Both governments—ce! 
right in Portugal under Mr Anibal Ca 
Silva since 1985, Socialist in Spain. un 
. Mr Felipe Gonzalez since 1982—have 





. are RUE Spain appears to beb 






and running, well before either count 
fully integrated into the European one. 
Both economies have looked up s 

















inflation fin: Portugal to 1296, in Sr 











to 2% in Sai) Both have sold bits of 
owned industry. And both have a 
rapid economic growth. Worries are in 
ing now, as both economies search des 
ately for soft ae both countries’ infla 
tion has turned. up 
. and their trade defi 

large. But: foreign: 
ment keeps pouring. 
` do EC structural funds. 
. - -Trade between the two 

countries trebled: betwee 
1985 and 1989. Spaii 
now Portugal's second-larg. 
est supplier (after West Ge 
- many), and its third-bigg: 

market. (after Wes 
many and France) "Spain 
- imports from Portug 
rising faster than frorn any 
| other country; over ll 








































goes next door- than 
nent country daah the statistics. 
separate out the many investments 
through Spanish subsidiaries by : non 
ish firms, which have long treated td 
sula as àn economic unit) The f 
other way is small, but rising steep " 

Other changes demonstrate t 
ing economic integration. Severa 
guese companies want to be listed o 
ish stock exchanges. About two-t 
the foreigners who visit Portugal ar 
Spanish, while Portuguese visitors to Sp 
are second only to the British. A new m 
way from Seville via Faro to Lisbon, t 
ing the Guadiana river, which until no 
been crossed by a leisurely ferry, will pr 
the first truly modern road link betwee: 
Costa del Sol and Portugal's Algarve. 

The rub is that, though both coun 



















































GDP growth — 


. % change on previous year 
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ng more. The trade gap has always been a 
ensitive issue. Portugal's exports to Spain 
last year paid for 6096 of imports from it, 
compared with 45% in 1985. But that still 
left a gap of $1.1 billion. 

« Direct investment has its flip side. The 
ength of the peseta, up 40% against the 
escudo since April 1986, has encouraged 
Spaniards to buy Portuguese goods, but it 
as equally helped them buy Portuguese as- 








times greater than the flow from Portugal to 
spain, and a hundred times more visible. 
|i: Portugal offers Spanish investors wages 
that can be half those in Spain, profit mar- 
gins which, in finance at least, are as fat as 
Spain's, property prices that seem only to go 
up, and 10m extra consumers—ail in a mar- 
-ket which Spanish companies feel comfort- 
“ably able to dominate. They might hesitate 


-sors and home-furnishings companies most 
‘recently—or setting up 


its white goods. By now, close to 1:000 Span- 
“ish companies are established across the 
border, most flamboyantly in banking, in- 
-surance and property, but also in many 
- other industries, not least publishing. 

. Portuguese firms are expanding into 
Spain, but—though Madrid’s. biggest city- 
‘centre supermarket, Jumbo, is Portuguese— 
-the balance is unequal. The Portuguese tend 
: to lack not only capital but the Spaniards’ 











| while heavilepiomotd“ Spanish brand 
-names such as Panrico and Avidesa in food 

-or Don Algodon ín clothing, are becoming 
household names in Portugal, many Portu- 
. guese products are sold in Spain only under 









rare one that sells on its own reputation. - 
- lt is Spain's powerful. banks, stalking 
horses. for the swathe of Spanish industry 
moas well as. lend. to, that 









Current-account balance 





ets. This flow of capital in 1989 was ten. 


to bid for a German chemical company; for. 
a Portuguese paper mill, never. Spanish z 
companies have been buying—food-proces- l 


| from scratch. - 
‘Cortefiel manufactures many of its clothes. 
in Portugal for sale in Spain, Fagor some of 






hops’ own labels; Vista Alegre tableware i is 


HE General government 
cod financial deficits 
vu as % of GOP + 
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arouse iie greatest misgiving. A supplement 
in a Lisbon economic weekly last month 
thundered against the dangers of Spanish 


economic imperialism—while carrying, as 


its first and most prominent advertisement 
three pages from a Spanish bank, Banco Bil- 
bao Vizcaya. Another Spanish bank, Banco 


Exterior, is opening new branches in Portu- 


gal. Banco Hispano-Americano and Banco 
Bilbao Vizcaya have active merchant banks 
there. Banco Santander has bought a major- 
ity of Banco de Comercio e Industria, Banco 
Popular Espanol a small stake in Banco 
Comercial Portugues. Many others have a 


presence. one way or another. Last year | 


Banco Espanol de Credito (Banesto) took ef- 


. fective control, with a Portuguese partner, 
-of partially privatised Banco Totta e Acores. 


The outcry that followed is one reason why 
the Portuguese government now proposes 
to tighten restrictions on foreign purchases. 


. In. different karia 






The trouble is not just that Portugal has 


I Om people to Spain’s 39m. It goes much 
‘deeper. For all their similarities, the two 


countries play in different leagues. The past 
three decades have been harder on the Por- 


Portuguese epe 


Pii ia 


| ‘Salazar’ 


did less to encourage « 
ship and competition than Pils was " 
nally persuaded to do in Spain. Costly colo- 
nial wars, disruptive revolution. and a 
decade of political upheaval—all of which 
Spain was lucky enough to avoid—did the 
rest. Thirty years ago Portugal's income pet 
head was about three-quarters that of Spain; 
today it is nearer one-half. Portugal's 50 big- 
gest companies employ 192,000 people, 
Spain's 540,000, despite greater overman- 
ning in Portugal. Spain is now the EC's fifth- 
largest economy, Portugal its tenth. This 


asymmetry isat the root of many of the ten- 
- sions that have arisen as the two countries 


have drawn closer. 

Geography does not help. Portugal's 
easiest transport, communications and 
power links to many of its trading partners 
lie through Spain. It is dependent on 
Spain's roads (notably poor in the areas that 
border Portugal's industrial north), its r-*" 
network and electricity grid. Yet Portugz 
priorities are not Spain's. Portugal, for ex^ 
ample, wants to buy gas from France, but 
the pipeline from France reaches only as far 
as Valladolid. The Spaniards do not want to 
pay for extending it through the poorest re- 
gion of their country. The Portuguese see no 
reason why they should pay and make a free 
gift of the link to their neighbours. 


Holding hands 

Yet this dispute also offers reasons for hope. 
It is the only serious one between the two 
countries these days, now that their fisheries 


^ row has been more or less resolved. And the 
-way in which it is being handled says as 


much about the new-style peninsular rela- 
tions as does the dispute itself. The two 
countries are jointly asking the EC to help 
meet the cost of extending the pipeline. 
Iberian relations are not quite the love- 
in that official communiqués suggest, but 
they are more cordial than before. The t 
heads of government have met more or .... 
every year since 1986 (Spain has similar 





















Portuguese investment —— 
in Spain — 


Spanish investment 
in Portugal | 











. THE ECONOMIS 





AL COMPAGNIE FRANCAISE DES Pet ROLES 
IS on FOR TOTAL CHEMICAL ( SORE INTERESTS 


TOTAL has no he arrangements for the acquisition of the ORKEM assets transferred to it as part of the 
reorgansador ublic. did sector. | 


evel, ‘the creation of coherent chemical core interests of an : jnternatiorisl dimension operating i in 
“resins, inks, paints and adhesives. These will serve: to complement the parachemical. Sector - 
(thin the Group over the last few years. The Group's. consolidated turnover in chemicals will 


of this acquisition up to 20 billion French francs in a year, which means a doubling of the size of the. D 


3 rarest and its deployment in a sector of high added value currently undergoing excellent growth. | 
, an immediate increase in TOTAL CFP's own equity of 6.7 billion French francs through the issue’ 
: | ‘securities repayable in shares, reserved to the French State. In the future this operation will, bi 
“successive invitations to o the financial market to subscribe, make it possible to increase very considerably the Group's own 
equity, without any changes in the relative importance of the State shareholding within the captal i e TOTAL CFP. Details of the: 
arrangements are given below. a | 


| ‘THE NEW CHEMICAL CORE INTERESTS | p | 

The merging. of ORKEM's special cherhi al activities and those already developed by TOTAL will lead to the creation ofan 

overall structure with a turnover of 20 billion French francs and employing 23,000 people. UU E 
- The latter stfuctur GAS. worldwide (Europe, USA, Far East, Asia and Africa). by virtue of a certain number of E 

well- known. panies which occupy leading positions, particularly: . ` "E 

3 ~ in the resins/inks/adhesives | sector (1989 turnover: 9.4 billion French francs} with the: COATES (GB) and BOSTIK- 

me (USA) companies, together with the resins group recently strengthened by the. acquisition. of COOK- and FREEMAN i in the P 


USA; is 
— in paints, where. the Group i: is; no. 2 in France, with such established. brands as RIPOLIN, AVI, GUITTET and LA 
SEIGNEURIE (1989 turnover: 2.5 billion French francs); | 
- in the field of elastomers with HUTCHINSON (1989 turnover: 5.5 billion French francs) which combines consumer k 
brands (MAPA, AIGLE...) with a powerful position in the automobile sector and industry. : 
In general, TOTAL's chemical business is present downstream, and is centred around five markets: publishing/packaging, T 
motor industry, construction, consumer goods and other industry. Its ability to perceive the needs of its customers and to 
respond to their expectations is one of its "noor assets. The market-oriented. approach also makes. it possible to develop y 


-- 4nteraction between its various sectors. 


A chemical sector of high added alue and one relatively unaffected by cyclical variations, it constitutes the basis for r the 
us ‘development of the Group in the direction of the chemical upstream sector, particularly in synthetic re resins. i ; 


THE FINANCIAL ARRANGEMENTS 


| < This acquisition, which is is ‘scheduled to take place before July 1990 and which requires ius approval. Lot the. French tax 


authorities — which approval is now. being sought ~ will be on the basis of a gross asset value of 9.2 billion French francs less 
debts of 2.5 billion French francs, that is, a net value of 6.7 billion French francs. Subject to the approval by the Extraordina 
General Meeting, TOTAL CFP will. finance this aquisition by the issue of Perpetual Subordinated Securities Repayable in B 
shares of TOTAL CFP "TSDIRA") on the basis of one share for one “TSDIRA’ This issue being reserved to the French State, th 
latter will not take part in the vote. 
The issue price of the "TSDIRA" will be equal to 110% of the average of the opening prices of the B TOTAL CFP share (cum © 
dividend) for the 20 business days on the Paris Stock Exchange immediately preceding the date of the Extraord: inary General © 
Meeting, provided that the issue price will not be less than 650 French francs. The maximum proceeds from this issue will 7 
correspond tothe net purchase price of the assets, that is 6.7 billion French francs. 
Holders of securities will be entitled to receive the same remuneration as that paid to the shareholders of the Company. The 


^ securities will only be repayable in TOTAL CFP shares at the option of the bearer on the occasion of any future i increase in the 


~ Company’ s capital so that the maximum number of new shares which may be issued through 
 tepayment of these securities is equal to 35% of the total number of new shares issued on that 


“occasion. 


^: Furthermore, up to 2.5 billion French francs of securities may subsequently be held by Sigiaséontiolld 


di companies. 


|, rue Michel-Ange, 75781 PARIS, CEDEX 16 France 







































































trade in textiles, vital for Portugal. Another 
"was defusing a potentially ugly dispute over 
: the siting of a Spanish nuclear-waste dump. 
The countries have now decided to hold 
egular meetings between ministers as well, 
as Spain does with France. Portugal: ‘and 
: Spain do not share terrorists, as Spain and 
France do the Basque ETA, but tobacco 
smugglers spilling across from Calicia into 
Portugal are turning their hand to drugs. 
There is not; or not yet, a consistent Ibe 
an approach to EC negotiations. The Span- 
tds say they co-operate more closely with 
Italians on political matters, for in- 
ance. The Portuguese say cheir choice of 
lies depends on the issue at stake. 
et officials of both countries, flip- 
ping mentally through the big Euro- 
pean Denn conclude that they are 
-usually on the same side: cn social 
: questions, on the EC structural funds, 
.on the concept of "cohesion —the 
need for solidarity between the Com- 
unitys rich north and its poor 
south. And the two countries have a 
joint list of projects, some $1.4 billion 
worth of them, of which the gas line is 
one, that they hope the EC will help to 
pay for. Whether or not the Commu- 
“nity agrees, it is a big change from the 
fishermen's fisticuffs of the 1980s. 


Thinking Iberically 

The odd thing is that even this tepid. 
rapprochement has taken so long to 
produce. For Spain and Portugal 
“have not really spent the past millennium 
"with their backs turned, merely the past 
half-century or so. 

<- The two countries separated almost by 
chance. Alfonso VI of Leon and Castile (El 
Cid's king) gave the county of Portugal to 
his son-in-law Henry of Burgundy i in 1093. 
Henry's son set himself up in 1140 as its 
ing. Many cross-border marriages and sev- 
eral wars later, Philip II of Spain united the 
two crowns in 1580, But his successors’ at- 


other words, to put Portugal in. second 
place—soon refuelled Portuguese hostility. 
Ín 1640 the two parted company again. 

. Both right-wingers and left-wingers were 
capable. of thin king Iberically in the nine- 
ee 1 h centuries. After help- 
Queen Isabella II in 







ing to deos the 


yal t to take her D Ferdi- 


loose bera federation... E The. Ge never 
came to anything, partly because the two 
countries never were republics at the same 

y Salazar and Franco made 
f right-wing Iberian rheto- 
rwo were e often 



















peo success was to E up s bilateral free 


i GDP per head, 1989 


tempts to treat the two countries as one—in _ 


1868, Spain's generals were hard pressed to- 











his fellow dictator. 

. The two peoples came closest, perhaps, 
when the Portuguese threw out Salazar’s 
pale successor, Marcelo Caetano, in 1974. 
But, watching exhilaration turn to chaos, 
the Spaniards were inspired to avoid Portu- 


gal's mistakes rather than to follow its exam- — 
ple. Enthusiasms cooled, and fishing and 


trade disputes heated up. Nor did Portugal’s 


‘Socialist prime minister, Mr Mario Soares, ~ 
^ now ‘its president, get on particularly well - 


with Mr Gonzalez when Spain voted its So- 
cialists to power. Relations have in fact been 


easier between Mr Gonzalez and Mr Cavaco > 


Silva, centrist technocrat though the latter 


infant mortality, 1987 
Per 1,000 live births 





is. Thank Europe (and their own stable par- 
liamentary majorities) for making the citi- 
zens of Spain and Portugal realise that, after 
all, they have more in common than not. 


One culture, two faces 
As businessmen forge a de facto Iberia, and 


politicians at least try to help, it is popular i 


sentiment—Portuguese fear and Spanish 
lack of interest—that resists the peninsular 
trend. Yet “a Portuguese is a Spaniard with 
his back turned to Castile and his eyes on 
the Atlantic", wrote Salvador de Madariaga, 


a Spanish liberal historian. Few Portuguese : 


would agree. But he had a point. 
Modern Spain is already a multicultural, 
multilingual conglomerate of a country. 
‘Catalan (to say nothing of Basque) is as dif- 
ferent from Castilian as is Portuguese; the 
language that some people in Galicia still 
speak virtually is Portuguese. Cultured Cas- 
tilians wrote poetry in Galaico-Portuguese 
in early. medieval times. Later, Portuguese 


-"men of letters like Gil Vicente and Luis de 


Camoens could write Castilian verse. Even 
today, though Portuguese and Castilian 
sound further apart than they look, speakers 
of one can understand the other. 
Portuguese and Spaniards are perhaps 
beginning to appreciate each other more, 


strained. Salazar feared Spanish ES E 
and mass movements, and saw both behind 






tory is cd the legacy of exploration and 
empire; the manipulation by greater powers 
in the eighteenth century; the comic-opera 
rag of incompetent kings, libidinous 
rebellious: uncles and military 
ffüstraions of rule by Neuen Europe's s 
only post-1945 dictators. 

It is still virtually impossible to buy à a 
Portuguese newspaper in Spain's capital 


. (though Lisbon offers a wide selection of the 
Spanish press). Spaniards remain apt to see 


Portugal as a place for cheap holidays and 
table linen and little else. But these percep- 
tions are changing. The change is mainly in 
Spain, as most of the ignorance has been. ` 
Portuguese writers are enjoying à 
vogue these days, and not only the 
classics. Mr Jose Saramago’s 
- “Historia del Cerco de Lisboa", in 
— Castilian translation, led the novels 
. recommended by a Madrid daily, ™ 
. Pais, last month. Contemporary I. . 
- tuguese art remains a minority taste, 
but one glossy new gallery in Madrid 
chose to open in February with an ex- 
hibition devoted entirely to it. À se- 
A ries on la raya (the line), the frontier 
zone between Spain and Portugal, is 
being prepared for Spanish televi- 
sion. A Spanish cultural centre will 
- open in Lisbon this year, and the Por- 
tuguese may reciprocate. There is talk 
of starting unofficial round tables, or 
tertulias, like those which Spain 
holds with (surprisingly) Britain, to 
allow eminent souls in different walks 


of life to exchange views. 


Spain's King Juan Carlos, for his not 


` negligible part, has done much to smooth 


away mutual hostility. During a visit to Por- 
tugal a year ago, he went to the abbey of 
Batalha, the symbol of Portuguese nation- 
hood built to commemorate Portugal's vic- 
tory ovet Castile at Aljubarrota in 1385, 

laid a wreath on the tomb of Portugal's ur 
known soldier. It would be a shame if 
Spain's empresarios were now to go storm- 
ing into Portugal as if it were their birth- 
right, arousing fresh suspicions before the 
old ones are quite buried. 

Does it matter, in these pan-European 
days, whether Portuguese and Spaniards get 
along? Yes, and more than marginally. With- 
out Spain, Portugal is a headland stuck out 


‘into the Atlantic, its old alliance with Brit- 


ain long since retired in all but sentiment. 
Spain could do without Portugal more eas- 
ily; but, in itself, itis still one of the less pow- 


erful countries on Europe's less important 


Mediterranean fringe. Not all Iberian inter- 
ests coincide, but, from food to finance, 
many do. Spain and Portugal have more to 
gain by presenting a common front to 
northern Europe than by squabbling down 
below. And, for once, they know it. 
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ASIA 


Japan, Korea and the four 
little grandchildren 


FROM OUR EAST ASIA CORRESPONDENT 


Japan invaded Korea in the six- 

teenth century, Koreans could soothe 

their devastated national pride by noting 

that they were taller than their oppressors. 

Since then, Koreans have had a special 

derogatory word for the Japanese. lt is 
wenom, meaning "little people". 

Such jokes can turn to ashes. When the 
. yanese came a second time to Korea, 
-..onising it (brutally in places) from 1910 
to 1945, many Koreans went short of food. 
By the time the cycle of invasion, world war 
and civil war had ended in 1953, Korea's 
malnourished children were shorter than 
those of their old enemies. Only in the past 
five years has heredity reasserted itself. With 
more meat-eating, both nations have got 
taller, but the Koreans are back on top. 

This week the Koreans may feel even 
taller because of an agreement worked out 
on April 30th between the two countries’ 
foreign ministers. It concerned the long- 
standing grievances of Koreans in Japan. 
South Korea considers the matter so impor- 
tant that President Roh Tae Woo was under 
pressure to call off his visit to Japan, due on 
May 24th, unless it was resolved. 

Some 750,000 Koreans live in Japan, 
making them the country's largest ethnic 
minority. They are descendants of 2m Kore- 
ans transported to Japan during the second 

rid war to work as forced labour in mines 
and factories. In some ways they have con- 
tinued to be treated as a subject people. 

As "foreigners" they are not entitled to 
social-security benefits. They have to carry 
“alien registration cards” and are finger- 
printed if they are over 16. Around 144,000 
Koreans have become naturalised Japanese, 
Others have married Japanese, and have 
thus become Japanese citizens. But the great 
majority have preferred to stay Korean. 

This week’s agreement gives the grand- 
children of the original immigrants the right 
to permanent residence in Japan. The 
grandchildren’s descendants will have the 
same right of residence. They will still have 
to carry identity cards and they will not be 
able to vote, but they will not be finger- 
printed. The Japanese justice ministry ob- 
jected to this concession, but was over-ruled. 
Only four grandchildren, all still babies, 
have so far been identified as the beneficia- 
ries of the foreign ministers’ agreement. 
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Still, the symbolic gesture was what 
mattered in Korean eyes. Koreans, like 
other Asians, are far from convinced that 
the Japanese are sorry for the evils they once 
committed. Exposing Japanese injustice 
makes the Koreans feel good. President 
Roh's trip is likely to go ahead. 

He will have much to talk about. Trade 
tops the agenda. As strong exporters, Korea 
and Japan both deplore any trend towards 
protectionism in the United States and Eu- 
rope. In the past year both the Asian coun- 
tries have narrowly avoided being dubbed 
unfair traders under the “super-301” provi- 
sions of America’s trade law. 

However, the Koreans are upset that Ja- 





To add to South Korea’s economic wor- 
ries, workers at Hyundai, its biggest ex- 
port earner, went on strike this week 
and fought street battles with the police. 
They were protesting about the arrest of 
the leaders of an earlier wildcat strike 


pan has begun to use against them some of 
the devices they have had to put up with 
from Europe and America. This has put a 
cloud over trade between the two countries, 
which has grown from $9.6 billion in 1979 
to $29 billion in 1989. Last year Japan made 
Korean knitwear manufacturers agree to 
"voluntary" restraints on their exports to Ja- 
pan. Korean firms also complain, along with 
American companies, that Japanese indus- 
try is reluctant to buy components from 
abroad, They are particularly annoyed 
about sluggish sales of Korean computer 
chips in Japan. In the year to March, Japan 
sold to Korea $3.6 billion-worth of goods 
more than it bought. 

This is not all Japan’s fault. To keep it- 
self abreast of lower-wage economies in 
South-East Asia, Korea has had to upgrade 
the range of products it exports: from little 
televisions to big televisions, from radios to 
fax machines. Yet it does not make all the 
parts for these things. Many of the inputs of 
Korea's proudest exporting industries come 
from Japan. So the more Korea exports to 
Europe and America, the higher grows its 
trade deficit with Japan. 

Hyundai models its cars on Japan’s 
Mitsubishi group. Lucky-Goldstar buys chip 
technology from almost everyone. 
is considering making cars and wants Honda 
to give it a hand. Yet the supply of technol- 
ogy from Japan is drying up. This could be a 
compliment: Japanese firms are wary of im- 
portant competitors. But for the Koreans 

the problem is likely to become more se- 


™ rious Last week the government 
\ glumly inaugurated a national research 


* project to develop a super-fast, super- 
clear fax machine. Korea will have to find 
the technology itself: it has little chance of 


E getting it from Japan. 


The stickiest issue of all that President 
Roh may bring up during his visit this 


4 month is Japan's possible future role as a de- 


fender of Asia. A budget-conscious America 
is gently reducing its military presence in the 
region; the cuts have already started in 


) South Korea. Some Americans believe that 
' Japan ought to take up the slack—not 


merely by paying more for its own defence, 
but also by contributing to that of its 
neighbours. 

Koreans are attracted to the idea of en- 
couraging the rich Japanese to pay more for 
defence, but memories of the past. make 
them hesitate. On balance, despite the ges- 
ture of the four little grandchildren, they are 
not yet ready to stand shoulder to shoulder 
with their former oppressor against a future 
enemy. 
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ASIA 
Japan 


A cleaner vote 


FROM OUR TOKYO CORRESPONDENT 


LUSHED with his success at easing 

trade tensions with the United States, 
Japan's increasingly assured prime minister, 
Mr Toshiki Kaifu, is girding himself for a far 
tougher challenge: nothing less than an 
overhaul of Japan's money-grubbing politi- 
cal system. The Election System Council has 
submitted its long-awaited report to the gov- 
ernment, recommending that Japan's multi- 
seat constituencies be scrapped in favour of 
a mixture of single-seat constituencies and 
proportional representation. Like them or 
not, Mr Kaifu means to push the reforms 
through the Diet, the Japanese parliament. 


In doing so he will face an implacable 
opposition, as well as nervous colleagues 
within the ruling Liberal Democratic party 
and foes yearning to see him stumble. Nor 
will success guarantee his political future; 
some believe it may hasten its end. But it will 
ensure that Mr Kaifu is remembered as a re- 
forming leader. That may be his aim. 

Mr Kaifu was plucked from obscurity 
last August by the party barons after bribery 
and sex scandals had forced two prime min- 
isters from office within a couple of months. 
With his spotless record, his task was to re- 
store confidence in the Liberal Democrats 
and win the imminent election for his party. 
He was then supposed to hand the reins of 
power back to the party bosses. Having kept 
the party in power, Mr Kaifu is reluctant to 
shuffle off. Electoral reform will enable him 
to show that he is no mere seat-warmer. 


Redundant workers, going cheap 


T THE end of the Vietnam war in 
1975 the victorious Vietnamese 
communists got a large bill from Russia 
for military and other supplies. Since 
Vietnam was broke, it decided to send 
many thousands of its people abroad as 
labourers to work off the debt and to 
bring in some foreign exchange. As well as 
Russia, they went to other com- 


munist countries: East Ger- 
many, Czechoslovakia, Bul- 
garia, Hungary and Poland. 


One of the effects of the col- 
lapse of communism in Eastern 
Europe is that the labour con- 
tracts that Vietnam has there 
| are likely to be ended. If the 
! labourers come home, Vietnam, 

one of the poorest countries in 

the world, will become a bit 

poorer still. The labour con- 

tracts are believed to be worth 

about $200m a year to Vietnam. 
| The return of the overseas 
workers will also add to Viet- 
nam's already long unemploy- 
ment queues. 

Thé number of Vietnamese 
abroad is variously estimated at 
between 100,000 and 600,000. The army 
newspaper (Quan Doi Nhan Dan puts the 
number at 195,000. These people are un- 
der several pressures to go home. The new 
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| almost-democracies are glad to be rid of 


! one more remnant of the old order. And 
the American government, though sensi- 
tive about telling East European govern- 
ments what to do, has let its embassies 
know that it supports the ending of la- 
bour contracts involving its old foe Viet- 

| nam. Some Vietnamese in the United 

_ States have extracted a promise from the 
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Czechoslovak government to end the 
contracts by 1991. 

Working in Eastern Europe is not 
much of a treat even for people, all said to 
be volunteers, accustomed to the priva- 
tions of Vietnam. In the Polish town of 
Uniejow 160 Vietnamese women work in 
a textile factory which, according to the 





A Vietnamese in East Germany's Trabant car factory 


Polish newspaper Veto, resembles a con- 
centration camp. Barbed wire rings the 
compound, guarded by men with dogs. In 
a Prague dormitory, considered one of the 
nicest, three people are crammed into one 
small room, crawling with cockroaches. 
Their "kitchen" is a hotplate on the floor 
of a tiny bathroom. 

The men's labour tends to be the hard 
sort: building, timberyard or heavy fac- 
tory work. They are generally paid only 
half the local wage for equivalent work, 
and a quarter of that goes in taxes. Even 


The vast majority of constituencies in 
Japan have three, four or five seats. The Lib- 
eral Democrats usually contest all seats in a 
constituency, so their candidates tend to 
fight each other as well as the opposition. 
This is expensive. The party is reckoned to 
have spent more than ¥200 billion ($1.3 bil- 
lion) in winning February's election. The 
opposition usually puts up only one candi- 
date in a constituency, so needs to be less 
venal. But, by going after fewer seats, it has 
little chance of winning the lower house, 
and thus power. 

Reduce the number of multi-seat con- 
stituencies, say the reformers, and you take 
the money out of politics. Though illegal, 
buying votes is as rampant in Japan today as 
it was before the Reform Act of 1832 in Brit- 
ain. After the February election the police 
hauled in some 7,000 campaign workers sus- 
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so, the natives often resent their presence 
for racial reasons, much as “guest work- , 
ers" from Turkey and elsewhere are often | 
resented in western countries. In East | 
Germany some Vietnamese have been as- | 
saulted by local people who complain that | 
the foreigners are taking their jobs. 

The workers sign on for between five 
and eight years, during which time they 
are allowed only one visit home. One 
worker who has not been home for years 
treasures a tape of the voice of 
his daughter: on one side are 
her gurgles as a baby, on the 
other she is singing when she 
was four. He plays it every night 
before he goes to sleep. 

The workers' own embassies 
are little comfort. One of their 
tasks is to hold indoctrination | 
sessions to ensure that the Viet- 





namese remain loyal to the gov- 
ernment at home. The workers 
are divided into units of about 
15 people, each with a leader 
who is expected to report any | 
suspicious activity to the 
embassy. | 

Even so, many Europeanised | 
Vietnamese who were once 
loyal communists are beginning | 
to think again as they experi- 
ence both their exploitation by their mas- 
ters in Hanoi and the political drama tak- 
ing place around them. One man, a 
veteran of fights against the Americans, | 
Chinese and Cambodians, now dreams of | 
the day when the communist government | 
at home is overthrown. The contagion 
may spread. To retain some of its threat- | 
ened earnings, Vietnam may try to place 
some of its workers in menial jobs in the 
Middle East, France, Italy or Scandinavia. 
The risk is that they might return home 
with revolution in their luggage. 
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pected of electoral fraud. One edi 


campaigner was nabbed handing out socks 
stuffed with Y 1,000 notes to passers-by. ~ 


It is proposed to reduce the number of 


seats in the lower house from 512 to 501. Of 
these, 301 would be single-seat constituen- 
cies (only one is at present), and the remain- 
ing 200 would be allocated by proportional 
representation. In an election voters would 
cast two votes, one for a candidate standing 
for their district and the other for the party 
of their choice in one of 11 regions. The 
council also urges that the value of a vote in 
sparsely populated constituencies should 
not be more than twice that of a vote in 


denser-packed districts. The present constit- 


vency boundaries are drawn so that a rural 
te can be worth three times an urban one. 
Mr Kaifu aims to make the reforms law 
by the autumn, in time for the Diet's cente- 
nary celebration. Getting the bills through 
the upper house—where the opposition has 
< had a majority since last summer—will be 
tricky. In principle, Japan's Socialists, Com- 
munists and minor middle-of-the-road par- 
ties ought to welcome electoral reform. In 
reality, they do not. So long as they have no 
__ Serious intention of forming a government, 
the present arrangement suits them fine. 
They can pick up the odd seat in most of the 
larger multi-seat constituencies. But under 
the proposed scheme they would be. ex- 
pected to contest every single-seat constitu- 
ency, That would cost real money and re- 
quire professional organisations and lots 
more candidates—all of which the opposi- 
tion parties lack. The Liberal Democrats 
have all of them in plenty. 
Even some Liberal Democrats, mostly 


newcomers elected in February after cam- . 
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paigning dor political reforms, say the coun- 

cil’s recommendations have a funny smell 
about them. The upper house is already 
elected using a combination of proportional 
representation and single-seat constituen- 
cies. Prospective candidates hoping to be 
elected by proportional representation have 
to spend a disproportionate amount of 
money just to get on to the short list from 
which names are selected for seats. As for 
single-seat constituencies, say the doubters, 
just look at Amani Oshima, the country's 
only single-seat district. This island off 
southern Japan is notorious for the huge 
sums of money that change hands at elec- 
tion time. Even with the proposed reforms, 
big money is still likely to count in Japan's 
murky politics. 





Asian development 


Muck and brass 


.." FROM OUR SOUTH-EAST ASIA CORRESPONDENT - 





HERE a are two Asias: the old Asia with 


ES | its huddled masses forced to endure 
poverty from which they have little hope of - 
.. escape; and the new Asia, where economic 


miracles happen. The "Asian Development 
Outlook 1990”, just published by the Asian 
Development Bank, sees miracles taking 
place in the south and east of the region, but 


‘not where half of Asia’ 8 ppulition lives, in 


India and China. 
The bank says that Asian economies 


. Until last year Asia's growth was led by 
the dragons, Singapore, Hongkong, Taiwan 
and South Korea. Including these four 


countries in the developing world looks in- . 


creasingly silly. Singaporeans and 
Hongkongers are now richer than the Irish 
and the Spaniards, if GNP per person is used 
as the measure. Wealth means high wages, 
which can mean less competitive exports. 
The rate of growth of South Korea’s ex- 
ports, for example, fell from 29% during 
1988 to 2.4% last year. 

The dragons are coping with the [oss i in 
competitiveness of their exports by trying to 
increase domestic demand and by moving 
their plants to countries with cheaper la- 
bour. Since Tiananmen Square the recipi- 
ents have nearly all been in South-East Asia. 
As a result South-East Asia has overtaken 


. the dragons to become the fastest-growing 


economic region in the world. Once again 
growth has been led by exports of manufac- 
tured goods. Thailand, the fastest grower, 
increased its. merchandise (visible) exports 


5 3626; in 1988 and 28 


economic progress seems synonymous. 


_ harbour. The forests of Indonesia and 


` that does not make it any more desi 
especially in overcrowded Asia. The next 
edition of the bank's economic outlook 
~ 1991, would be doing everyone a service if 
gt tried. to put a price on the ruination no 
(excluding Japan's) grew by 5. 496 i in 1989: a. 
sharp fall from the previous year's 9.3%, but. 
still faster than anywhere else in the world. lt 
predicts that Asia's developing economies . 
will expand by around 6% a year over the 
next three years, double the rate for the rest 
-of the world. 










Such progress must be em 
China and India. After a decade 
Mr Deng Xiaoping’s economic r 
bled China's real GDP, political rer 
has halted Chinese growth. India, one o 
most closed economies in the non 
nist world, sparkled briefly in 1988. But t 
was thanks mainly to a good harvest. 
the past eight years India has attracted 
foreign investment than the Philippines di 
in 1989 alone, and it is supposed to be { 
sick man of the region. 
The Indians and Chinese TET love 
have one worry that is often voiced by 
and old dragons: the concern that econor 
growth may not mean a better quality o; 
It does. Asians have the longest life e 
tancy on earth. (Crowded Hongkonger: 
expect to live to 76.) But in much of 



























































environmental rape. Taipei and Bangk 
have appalling air pollution, and Ban 
has water pollution too. Neat effluent 
dustrial and human, pours into Hong 

















laysia are disappearing at a faster rate tha 
those of the Amazon. In the Philippine 
some fishermen find cyanide and dynam 
work faster than nets. 

No industríal revolution has happenéd: 
without a lot of accompanying muck. Bu 








































Asia’ s environment. 


ASIA 
/ King Birendra and his trouble and strife 


Two more people were shot dead by policemen during disturbances 
in Nepal this week. The country has not yet settled down, despite the 


recent moves towards 
murky realities behind events in 


OR more than a century up to 1950 

almost nothing changed in Nepal; no 
roads, schools, hospitals or factories were 
built, and foreigners and foreign ideas 
were kept out. In 1950 an alliance be- 
tween the royal family, the newly formed 
Nepali Congress party and a number of 
disgruntled aristocrats put an end to a 
century of rule by a clan called the Ranas. 
But some Ranas succeeded in holding on 
to a great deal of their power, wealth and 
privilege. The present queen, who is the 
king's first cousin, is a Rana. Plus ça 
change. 

King Tribhuvan, grandfather of the 
present King Birendra, attempted 
in the 1950s to establish a system of 
parliamentary democracy. The Ne- 
pali Congress administration, 
elected with a landslide majority in 
1959, proposed to reduce the 
power of the monarchy and to abol- 
ish the archaic custom of allotting 
huge estates to those in govern- 
ment favour. These plans met with 
stiff opposition from powerful 
members of the old upper class. In 
1960 Tribhuvan’s successor, King 
Mahendra, faced by political chaos, 
ended parliamentary democracy, 
imprisoned the Congress leaders 
and brought in the panchayat sys- 
tem, which survived, with various 
amendments, until last month. 

The panchayat system, based 
on an adaptation of traditional 
Hindu government, is a mixture of 
democratic participation and abso- 
lute monarchical rule. The people 
elect village councils, which in turn 
elect district councils, which in 
turn elect zonal councils. The king 
appoints and sacks ministers. Inevitably, 
the national assembly, though partly 
elected, has been seen as a body that 
merely approves the king's decisions. 

King Birendra faced his first major po- 
litical crisis in 1979. Student demonstra- 
tions produced a brutal police response. 
The king defused the situation by arrang- 
ing a referendum in May 1980 to decide 
whether Nepal should have the partyless 
panchayat or a multi-party system. The 
result was a narrow majority (5596 to 
45%) in favour of the prevailing order. 
The mandate came mainly from the peo- 
ple of the poor and largely illiterate hill 
regions where most Nepalis live. But, with 
the development of a broadly western sys- 


30 


democracy. A correspondent writes of the 
e picture-postcard state 


tem of education in Nepal, the country 
has long been set for a collision between 
the high expectations of a growing edu- 
cated class and the realities of one of the 
world's poorest nations, apparently 
locked into a descending spiral of eco- 
nomic debilitation. 

In the 1980s the rapid growth of a 
population dependent almost entirely on 
land caused environmental decay, wide- 
spread landlessness and large-scale emi- 
gration. Parts of the economy became so 
reliant on illicit trade and smuggling that 
customs seizures at foreign airports could 
send the Nepalese rupee plummeting. Po- 





Still a towering force: the king and his family 


litical opposition came mostly from stu- 
dents, and there was evidence to suggest 
that brutality, including torture, was regu- 
larly the lot of activists at the hands of 
over-zealous police officials. 

The still unresolved dispute between 
India and Nepal which began in March 
1989 brought a new atmosphere to the 
kingdom. A treaty governing trade and 
transit over the two countries' border had 
been allowed to lapse. India, irritated by 
Nepal's friendship with China, closed 12 
of the 14 crossing-points. Many commod- 
ities—notably fuel—had to be rationed, 
and food prices rose. Nepal's meagre for- 
eign-currency reserves were rapidly de- 
pleted to pay for goods imported via circu- 


itous routes, Saatchi and Saatchi was paid 
an undisclosed sum of money to put Ne- 
pal's plight before the western world. 

At that time no one openly blamed the 
king for Nepal's problems. “Slandering” 
the royal family is illegal; anyway, it 
seemed instinctive for Nepalis to resist 
criticising the king—revered, at least by 
the humbler majority of his subjects, as an 
incarnation of the Hindu god Vishnu. 
Even among academics and intellectuals 
the need for royal favour was so much a 
fact of life that few spoke out against a 
purportedly democratic system in which 
the king retained almost total power. 

All that changed this year. Left-wing 
and communist factions joined with the 
Nepali Congress to launch the Movement 
for the Restoration of Democracy. The 
movement grew, involving not only stu- 
dents but the new professional classes 
and, eventually, ordinary people. Several 
thousand political activists were detained 
and demonstrations were harshly 
suppressed. Dozens died in Kat- 
mandu and other towns in central 
Nepal. 

It is widely believed that this 
hardline policy was not of the 
king's making, and that he was in 
the grip of a palace coterie that in- 
cluded his mother, his brother and 
the queen. Posters depicted the 
king with a padlocked mouth and 
the queen holding the key. On 
April 6th tens of thousands of peo- 
ple marched on the palace—an 
event unprecedented in Nepalese 
history—and perhaps as many as 
150 were shot dead. The hard line 
could not be maintained. Nepal re- 
lies too heavily on foreign aid and 
tourism to risk a prolonged period 
of civil unrest and a worsening hu- 
mari-rights record. The spectre of 
Indian intervention hung heavily 
over the scene. The king appeared 
to capitulate. Opposition leaders 
were  relea and parties 
unbanned. À new interim govern- 
ment dominated by opposition leaders 
was sworn in. Yet confusion persists over 
how much the king has really conceded. 
The new administration's hold over the 
security forces, given free rein in recent 
years, is frail. 

For most Nepalese, the central issue is 
the king. The introduction of a genuinely 
democratic system requires profound ad- 
justment by a people accustomed to royal 
rule and patronage. The new government 
faces powerful vested interests, an army 
and a police force granted extensive pow- 
ers, and an educated younger genera- 
tion—its power base—that may eventu- 
ally be unwilling to settle for anything less 
than the abolition of the monarchy. 
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ne By One. 


ts just one step in the electronic tracking of your international 


express shipment, when you send it UPS | E 
Recognizing that your delivery is as vital to our business as it is to yours. S 


A point of view which happens to have made us the worlds largest package delivery company 3 
And, often, the most economical. 





| The UPS international network now offers express delivery of parcels and 
documents to over 180 countries and territories worldwide. 


But we never forget how we will maintain your trust. One delivery at a time. 








By our people taking personal responsibility. 
On the ground. In the air. Every step of the way 
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United Parcel Service 


As sure as taking it there yourself. E E 














For further information call Australia: UPS/Rohlig Express + Tel. 2/6630774 or 008/252485 Brunei: UPS/Jayapuri (B) Sdn. Bhd. * Tel. 2/42401 of 43689 China, Peoples Republic of UP 
Sinotrans * Tel. Beijing 1482278, Guangzhou 20/861171, Shanghai 21/3213862 Hong Kong: UPS + Tel. 7353535 India; UPS/Elbee * Tel 22/6124449 Indonesia: UPS/PT Global * Tel 
3803267 Japan: UPS/Yamato Express Service Co. * Tel. 0473/276121 Korea: UPS/Korea Airfreight Ltd. + Tel. 2/6934419 Macau: UPS- Tel. 7353535 Malaysia: UPS Tel. 3/2552566 
taland: LIPS/Fli- Way Transport Ltd. * Tel. 9/2754009 Papua New Guinea: RLC Air Cargo * Tel. 251511 Philippines: Delbros Inc: * Tel. 2/8321565 to 69 Singapore: UPS + Tel. 

: Tel. 2/5975998 Thailand: UPS * Tel: 2/5114881 or 5112190 0r 5111679 or 5114351 & Trademark and service mark of United Parcel Service of America, 























For Boeing, home is wherever theres an airport. 


More than 260 airlines fly 
Boeing jetliners. And no matter 
where in the world they fly, they're 
never far from Boeing. 

And it doesn't even take a long 
distance call to get in touch — 
Boeing has a field service staff of 
more than 200 people who live 


and work near customer bases. 

Plus another 3,000 people in 
the customer service and support 
organization, ready to do what- 
ever it takes to keep Boeing equip- 
ment in good condition and 
flying on schedule. 

The statistics are amazing — 


service manuals and other docu- 
ments for a 747 can require more 
than 400,000 pages. Boeing trained 
5.000 maintenance workers last 
year, and overall has trained more 
than 30,000 pilots. The company al: 
has spare parts stored around the 
world so airlines have what they 





reed, when they need it. 

But there's more to it than 
nere numbers. Customer support 
sa commitment from generations 
Xf Boeing people, to generations 
of airline people. And through 
hem both, to generations of air 
ravelers around the world. 





Heliability, loyalty and mutual trust are essential 
prerequisites for successful banking. That's why Credit 
Suisse attaches so much importance to personal 
service. Wherever you are, we can offer you all the 
advantages of a modern universal bank. Together with 


We do more to keep you , $. at the top. 
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xembourg - Madrid - Manama (Bahrain) - Meibourne : Mexico oG ty- Miami « Monte 


our partner organization, CS First Boston Inc., we 
have firmly established ourselves as one of the world's 
foremost international financial services groups. 

As a global provider of Swiss quality, Credit Suisse is 
second to none. 
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NEW YORK AND BOSTON © = 


states were proud | t 
After ue. years i in th s 






Si sila off jobs 


oo triumphantly i in 





Pauna. back Eon its 

; near-bankruptcy in 1975. Aglow- 
with the much-trumpeted Massa- 
chusetts miracle, Governor Mi- 
chael Dukakis based his 1988 bid 
for president on his solid-looking 
record of both economic and fiscal =} 
achievement. 

How are the mighty fallen. To- 
day New York (city and state) and 
New England are in the grip of re ~ 
cession. lob growth has come to a 
stop; in New England employ- 
ment is falling. In Mr Dukakis's 
Massachusetts unemployment is 
above the national average for the 
first time in ten years. Lay-offs 
continue on Wall Street. The soft- 
ening property market is troubling 
once-proud banks (the Bank of 
New England is one of several in 
difficulty). Gloomy analysts are. 
wondering if the north-east might 
— :the Texas of the 1990s. Will the © 

“number of bankrupt companies - 
-be matched only by the number of 
bankrupt banks? 

Massachusetts has led a pro- 

. cession of north-eastern states in a 
. plunge towards fiscal insolvency. 
All except Vermont are constitu- 
. tionally bound to balance their budgets. In 
- the boom of the 1980s, as revenues grew 





* "twice as fast as before, governors and legisla- - 
¿© tures found this easy. They could satisfy vot- 
ers by cutting taxes and increasing spending - 
-. at the same time. But when revenue growth - 
- unexpectedly stopped late last year, nearly _ 
.. every state in the north-east faced the need _ 
- for big tax increases or big spending cuts t 


. meet the prospective shortfalls. 


Some states, including New Jersey and | 


. Connecticut, have tackled the gap boldly by 
.. proposing tax increases. Others, including 
Massachusetts and New York, remain in leg- 









ive. PEDE s month into its be & 


fiscal year, New York is still without a bud- 
get. Fiscal tussles have contributed to a 
marked decline in consumer and business 
optimism—the Conference Board records a 
drop. of 4096 in consumer confidence in 
New England. Bond-rating agencies have re- 
acted too. Standard & Poor's has reduced 
New York's rating to A and Massachusetts's 


VERMONT § 





judd Gregg (R) 


Mario Cuomo (D) 





to BBB- 
states. | 
Partly M of mai fiscal problems, 
three Democratic governors—Mr Dukakis, - 
Mr William O'Neill of Connecticut and Mrs 


` Madeleine Kunin of Vermont—have de- 





Gregg of New Hampshire, have lost popu- + 


rio, a Democtat who was pi governor of © 
| New Jersey i in November, will be glad not to 
to face. the voters again until 1993. E 









nor of New York, Mr Mario Cuomo, is 


Mr Reagan’s fervour for star-wars was 


| that he, not Mr Dukakis, was respon 


Joho McKernan (R) 


= Reagan build-up stopped in 1986. Fir 
‘services were shaken by the stocki 
crash in October 1987. Knock-on e 


— the lowest credit-rating of the 50 — 


-cided not to run again in this November's: 
„elections. Two Republican governors, Mr — 


John McKernan of Maine and Mr- Judd © 


can business gave ground to foreign im 


arity, though their states look easier than. old manufacturing base: the textiles 


7 those in southern New England. Mr Jim Flo- . 


prices, wages and other costs had 
































































Bucking the trend, the Den 


pected to run this year—and win. 

Why have things gone wrong? Ar 
swer can be found in what went right fo 
economy in the 1980s. The defence bu 
up, begun under President Carter in 1 
was greatly accelerated under President 
gan. The New England states, partic 
Massachusetts and Connecticut, hi 
ways done well from defence spend 
cause of their research and technology 


cial boon—so much so that some re 


for the Massachusetts miracle. 
More significant was the ci 
ian high-technology boom. T 
was fuelled by defence contra 
but most of the credit should go t 
-the presence in the north-east of 
cluster of brilliant inventors an 
entrepreneurs, many trained. at 
one of the region's fine college 
The Massachusetts Institute of 
‘Technology played a vital role. A 
-~ the minicomputer took off, Row 
128 around Boston  becam 
known around the world for 
burgeoning and inventive higl 
tech businesses. 
. Services also expanded. 
heady rate, especially in the 
nance field and the many varie 
of . consultancy. Wall -Stre 
boomed like never before: in N 
York city employment in th 
curities industry rose ^ froi 
100,000 in 1982 to 150,000 
1987. Salaries and bonuses 
. more quickly still. | 
- The crunch came whe 
sector slumped. The Mas 
setts minicomputer was 
taken by the Silicon Valle 
top micro-computer. “De 
contracts were squeezed wl 





then reverberated through the constru 
industry and the property market. — 

Another reason for the boónvasd 
is more complicated. While much of A 


in the 1980s, the north-east was partly 
tered because it had already lost much of 


that had started America’s industrial revo 
tion began closing in the 1930s, and 
manufacturing soon followed. And: 5 
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down for so long, the north-east had be- 
come, by 1979, a highly competitive place 
for business. 

This competitiveness did not last. 
Wages in New England rose from 9496 of the 
national average in 1979 to 10896 in 1988. 
Land and building costs also rose quickly, 
partly because the middle classes success- 
fully enforced some of the country's tough- 
est planning restrictions. That in turn may 
explain the oddest thing of all about the 
north-east's boom: it failed to attract immi- 
gration. Unemployed workers in other parts 
of the country could not move in because of 
the high housing costs. Looked at from this 


viewpoint, the economic success of the 


1980s pointed to an impending economic 


Ww 


ness. 


Poor Trump 


NEW YORK 


F YOU can find it in your heart, pity 

Mr Donald Trump. The New York- 
based property and casino owner is about 
to be consumed by his own publicity 
machine. 

Mr Trump has been reeling since Feb- 
ruary from saturation press coverage of 
his marital problems. Now gossip about 
the dodgy state of his finances has hit the 
headlines. In one sense the two dramas 
are connected, explaining Mr Trump's 
anxiety to avoid a contested divorce. De- 
spite a pre-nuptial agreement (changed 
several times during the marriage), Mrs 
Ivana Trump's lawyers are expected to go 
for half the Trump estate. That would 
raise awkward questions both about what 
Mr Trump owns and what he owes. 

Until now Mr Trump has happily 
boasted of the size of his "assets". The 
trouble is that this great self-promoter 
never bothered to subtract the huge 
amounts of money he borrowed. He got 
away with this because his business inter- 
ests are private, not accountable to public 
shareholders. He has, how- 
ever, sold junk bonds to fi- 
nance his three Atlantic City 
casinos, and these bonds now 
sell for around 70 cents on the 
dollar. 

Mr Trump has put out 
word that he wants to sell 
some of his assets and refr 
nance others. Since this is not 
the right time to be selling, 
people suspect a distress sale. 
New York's property market is 
falling; revenues are flat in At- 
lantic City. Desite this, Mr 
Trump last month opened the 
Taj Mahal, a new hotel and ca- 
sino in Atlantic City that cost 
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Excessive costs will correct 
themselves—commercial rents in Boston 
fell by 30% last year, and vacancy rates in 
Stamford, Connecticut, are close to 50%. 
And though defence spending will continue 
to fall, the slowdown in the high-tech and 
producer-services industries is unlikely to 
persist. The north-east’s underlying 
strengths remain. It has a well-educated 
workforce, underpinned by the country's 
best higher-education institutions. It is well- 
placed to benefit from the export boom that 
America must go through to correct its 
trade deficit, especially if it is directed to a 
newly-resurgent Europe. 

Some things could still go wrong. One is 
the credit crunch which threatens to 
squeeze investment. If financial institutions 





him $1 billion. It will raise the resort's 
gambling capacity by 1896, cannibalising 
business from his two other casinos. Punt- 
ers like to play the newest game in town. 

Blood was sniffed when Mr Trump an- 
nounced on April 26th that he had hired 
Merrill Lynch to sell the Boston-New 
York- Washington Trump Shuttle less 
than a year after he had bought it from 
Eastern Air Lines. He also hopes to refi- 
nance the still-undeveloped 78acre 
Trump City on Manhattan’s west side. 
This is probably the biggest cash drain on 
the Trump empire. Mr Trump values the 
deserted railway yards, which he bought 
for $110m in 1985, at an absurd $650m. 
There also is New York’s Plaza Hotel for 
which Mr Trump paid a top price of more 
than $400m. 

Borrowing has got Mr Trump a long 
way. Inheriting an estimated $25m from 
his father, who owned some cheapish 
property in Queens, he turned it into a 
boasted $1 billion by constantly borrow- 
ing against his profits as the Manhattan 





Genie’s day off 
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retrench so far that a revival of small busi- 
ness becomes hard to finance, the north- 
east's slowdown could endure for years. Yet 
it seems implausible that profitable invest- 
ment opportunities will go begging for lack 
of credit; even badly-burnt bankers have no- 
toriously short memories. 

Above all, the states have to sort out 
their financial woes; budget agreements in 
New York and Massachusetts still look some 
way off. New York has at least promised to 
stop the accounting trickery that has en- 
abled it to disguise state deficits for most of 
the 1980s. But state governments in the 
north-east are finding it no easier than Con- 
gress does to reconcile voters' demands for 
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more services—and lower taxes. 





property market recovered from its slump | 
in the mid-1970s. Mr Trump has always | 


gambled that a continuing rise in the 
value of property would pay for the cost of 
borrowing. This is true no longer. 

With the property market in the dol- 
drums and concerns growing about the 
casino business, Mr Trump must also con- 
tend with the new mood of caution 
among bankers. Mr Trump is just the 
kind of high-profile high-risk borrower 
that they are suddenly happy to shun. 

He is faced with a cash-flow problem 
(whether the cash he generates pays the 
interest to service his debt) and a balance- 
sheet problem (whether the market value 
of his assets is worth more than his debt). 
Forbes has now added to his troubles by 
attempting to answer both points (Mr 
Trump, needless to say, disagrees with its 
findings). The magazine says that Mr 
Trump is running a $40m annual loss on 
his cash flow, while the assets he owns are 
now worth $3.7 billion compared with the 
$3.2 billion he has borrowed. This means 
that a 20% decline in the value of his as- 
sets would put Mr Trump’s empire a few 
hundred million dollars under water. 
Forbes also calls its valuations “gener- 
ous”. Such is the double-edge 
sword of borrowing. 

Yet what might cause Mrs 
Trump even more sleepless 
nights is the silly reason her 
husband has given for selling 
some of his assets. Mr Trump 
says he wants to sell because 
cash will be king in a year or 
two, allowing him then to buy 
things on the cheap. The snag 
is that cash is already king. 
Can he really believe that 
there are enough suckers 
around to buy assets off him 
now which he is loudly telling 
the world will be worth much 
less in two years’ time? 
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MANAGE M ENT BRIE FING 5 


Peter Drucker 
talks about The Changing Global Econom 
Kenichi Ohmae | 
analyses The Customer-Based Strategy 
Michael Porter — , 
asks What Makes Countries and 
Incustries Competitive? 
Tom Peters 
goes Beyond Hierarchy 


Peter Drucker, Kenichi Ohmae, Michael Porter : 
and Tom Peters, probably the world’s most 
famous business gurus, were invited by The 
Economist Conference Unit to talk frankly at four 
exclusive meetings. Their ideas and 
presentations have been edited and collected to 
make the complete, authoritative, strategic 
document for executives planning for the 1990s. 


A concise introduction summarises the 

. effect these men have had on modern . 
management thinking. À conclusion tells you who. 

else to watch. : 


Catch up with the future: order your personal. | : 
copy today. | 


ORDER FORM 


D YES, please send me . copies of Drucker, Ohmae, 


Porter & Peters: Management Briefings. 
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Rest of World 4471 499 9767 Economist 
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Pieds: skilled management isanorganisation'smos ^ 0o development: | It dees th by emphasising personal rather 
“valuable resource, | than functional disciplines. 














The Australian Institute of Management actively has assembled a. leading ? Australian and 
-promotes innovative management methods. Our 1990 Internati nal faculty with high business and academic 
Advanced Management Program offers 36 top people the accom nts. Faculty members include some of the 
«opportunity to enhance and develop both their.own and | most respected | nam s in organisational management, 

their organisation's performance. | . finance, ec m mit markene. and the behavioural 

This intensive, four week poean demands complete mis sciences, 7^ 7: | 

commitment. Applicants are selected on the basis of their The Program will be: he rom: 1st to 27th july at the 


motivation, career prospects, skills and industry —— ^. 
 Tepresentation to ensure that all participants are not only 
"keen to learn; but will also provide a valuable 
“contribution to the group. - 

The program has been designed to develop the 

| leadership potential of managers by raising their level. 
ot self-awareness, personal growth and | 
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Come Paoloni of the Korean Market 
Stay One Step Ahead of the Competition 


Oct. 30—Nov.5, 5, 1990 (7 days) 


* Exclusive for traders: 9:00 a.m.—1:00 p.m. 
* General Public: 1:00 p.m.—5:00 p. m. 


@ Venue : Korea Exhibition Center (KOEX) 159, Samsung-dong, adc. Seoul 135- 729, ‘Korea 
€ Sponsor : Ministry of Trade and Industry, Republic of Korea 
€ Organizer  : Korea Trade Promotion Corporation (KOTRA) 
€ Exhibitors  : Manufacturers, Traders, Sales Representatives, Agents, Associations, 

. Public Organizations, Governments, etc. 
9 Exhibits : Items suited to indoor display. High-technology items are preferred. 
€ Stand Rent : US$150 per square meter 

*Minimum rentable stand: 9m? *Stand can be rented in multiples of 9 square meters. 

e Application Deadiine: May 31, 1990.. 
€ For further Information please contact: 
KOREA TRADE PR OMOTION CORPORATI ION (KOTRA) 
-Trade Center P.O Box 12 Seoul, Korea Phone: (02) 551 -4412/17 
Telex: KOTRA K236. 26, K28819, K28820 Fax: (02) 557-5784 or 











: 26, K2881 
e Center" nearest to you. 


€ KOREA 7 TRADE PROMOTION CORP > (KOTRA) 



















PE Elections 
Snatching defeat 


MIAMI 





Republican hopes dire 


Sede 


a ning the governorship of Florida have been hit by 


the entry of a strong Democratic candidate. Democratic hopes of gaining a 


Senate seat in Co 














i Florida, wrote 
y in his 1948 clas- 


iu Demorar 
















EF Only ten years ago, 
the Denocrars held every 
statewide office and a bet- 
ter than two-to-one edge 
over the Republicans. A 
few Republican bastions 
could be discovered in the 
handful of counties that 
forma horseshoe-shaped 
arc anchored on the At- 
lantic coast by old-money 
Palm Beach and on the 
Gulf coast by new-rich 
Naples, with Orlando at 
the top. Now the arc has 
been fattened and 
, stretched, reaching south 
to Miami, which—thanks 
to the enfranchised Cu- 
ban . exiles—boasts. the 
state's largest concentra- 
tion of Republicans. The 
flic: solidly Democratic 
"northern Panhandle now 
bustles with Republicans, 
many of them ex-military 
men who served at the 
bases that dot the area, 
and then decided to stay. 
_ The Democratic party 
has suffered badly. Since 1986 the party has 
lost nearly 200,000 members, dropping to 
barely 3m. In the same period Republican 
ranks have grown from 2m to 2.3m. Repub- 
licans now occupy the governor's mansion, 
one of the two Senate seats and a majority of 
House seats. And they are only four seats 
. short of winning a majority in the state Sen- 
ate, and thus becoming the first legislative 
body in the South to be controlled by the 
party of the southern states’ old enemy, 
Abraham Lincoln. 
Those state seats are the key to the Re- 
; publican dream of realignment. State legisla- 
tors, and the governor, are responsible for 


Bad at pene 





















Walkin’ Lawton walks back 


lo have been hit by party squabbling 


‘carrying out redistricting, the process by. 
which new congressional and legislative dis- 


tricts will be drawn next year when results 
from the 1990 census are known. Which- 


ever party controls this process can make 


much mischief for the other. 
But, to the chagrin of many Republi- 


cans, s the JE incap on which their party's fu- 


ture turns is the incum- 
bent governor, Mr Bob 


. be re-elected this year. His 
. vulnerabilities are many. 
"In a state that is solidly 
“pro-choice on abortion, 
he led a disastrous at- 
tempt last autumn to re- 
strict abortion rights. He 
steadfastly embraced Mr 
Bush's credo of no-new- 
taxes—and collided with 
a $1 billion budget deficit. 

The governor's popu- 
larity with voters has 
“plumbed ^ embarrassing 
depths for his party. On 
television he appears 
brooding and combative. 
Despite spending nearly 
$2m on an image-building 
advertising campaign 
since February—in which 
he boasted of signing 
“more than 90” death 
warrants—only one in 
four voters say that they 
are now prepared to re- 
elect him. 

Until recently the Re- 
publicans’ best hope of 
hanging on to the gover- 
norship lay with the Dem- 
ocrats continuing their 
self-destructive behaviour. Three times this 
decade, underdog Republicans (including 
Mr Martinez) have won statewide offices be- 
cause of bitter splits within the Democratic 
party. 

As Kerer Bill Nelson fought 
Mr George Stuart, an aggressive state sena- 





tor, for the Democratic nomination, it 
looked as if the Democrats could be relied 


upon to make a mess of things again. His 
blue eyes and his wealth —and his flight into 
space on the Columbia—seemed to put Mr 
Nelson ahead. But his campaign was a mess: 
Critics called him "the empty suit"; he dith- 
ered on abortion; and in March his name 





recent events in Eastern Europe, espec 


Martinez, who hopes to ^ accept more than $100 from any contri 


elects a candidate—but any candidate wl 
"wins 30% of t the convention's vote is e 
ded. to: un again in a primary on. Au 


Was linked with ab 
Republicans began to 

This was premature. On April 12 
tor Lawton Chiles—a demi-god 
cratic politics who quit Washing: 
saying he was "burnt out"—plun 
the governor's race. Mr Chiles expla 
decision by saying he had been move 












































the words of Mr Lech Walesa and enm 
Vaclav Havel, and by an "inner voice" 
urged him to return to politics; © 

Mr Chiles, now aged 60, was electe 
the Senate in 1970 after a low-budget « 
paign in which he walked the length ol 
state, earning the nickname Walkin' 
ton. He promises to reject the trapping 
modern politics. He will not bothe 
opinion polls (voters need to know wl 
believes, not vice versa, he says) nor wi 





tor. He released medical records to s 
that he was being treated (successfully 
depression. Lincoln, he pointed out, h 
battled with similar moods. | 
The electorate seems ready to embiá 
Mr Chiles. Mr Stuart quickly dropped ou 
of the race. The Republicans suddenly sav 
defeat being snatched from the jaws of vic 
tory. The prospect is not without precedent 
In 1970, as now, a Republican governo: 
faced re-election. Then, as now, the party 
talked of realignment. But the Democrat 
won, dashing the Republican dream for: 20 
years. And now! ; 


Civil war 


BOULDER 


N Mr William: ET al 
V publican who has been a senatoi 
Colorado since 1978, announced last 
that he would not be seeking a third te 
Washington, the Democrats were hi 
the rare opportunity of an open seat i 
state where they have been gaining grox 
The Republicans had chosen a promisin 
placement in Mr Hank Brown, a quieth 
fective congressman. But since no Repu 
can other than Mr Armstrong has we 
statewide office in Colorado for a do 
years, the state was put down as a possib 
Democratic gain in November. At the: 
of last month, however, a Denver. Pos 
showed Mr Brown running 20 points al 
of each of the two Democratic candidate 
The Democrats’ central problem is t 
nominating process, which has four sta 
On April 2nd Democrats “caucus 
(dread word) in precincts to elect delegate 
In. stage two the delegates elect represen- 
tatives to a state convention. This thi 












































































à ntinue their civil war Fund pue iia while 
r Brown sits contentedly on the sidelines. 
Ns ADU candidates entered 


d parh uned o out tol the race, “The 
pue winner. was Mrs Heath, the last to 
er. Her momentum carried into the sec- 
stage; by the end of April, with nearly 
elegates chosen, she had about 58% of 
m. But Mr Lucero seems to have the vital 
>. If he keeps this support, the party can 
k forward to a bruising primary. 
erhaps not too bruising: neither Mr 
ro nor Mrs Heath looks the kind to en- 
a dogfight. They represent distinct 
ns in Colorado's makeup. Mrs Heath, 
ym a university town where retired hippies 
ike common cause with New Age entre- 
eneurs, is an ardent environmentalist. 
e calls for the immediate closure, and con- 
rsion to other use, of the Rocky Flats ura- 
dum-processing plant. She would cut de- 
ence spending savagely and spend the 
savings on education and the infrastructure. 
Mr Lucero argues that this sort of stuff 
"cannot be the basis of a successful campaign 
- against Mr Brown. Colorado is full of mili- 
tary bases (Colorado Springs, its third-larg- 
est town, sports nothing but crew-cuts). In 
-towns such as Pueblo there are blue-collar, 
Hispanic workers who look askance at what 
its local newspaper calls the “People’s Re- 
. public of Boulder”. Mr Lucero claims these 
- Hispanics as his; his family came to southern 
- Colorado in the 1850s, part of the last wave 
- (until the 1980s) of Spanish immigration. If 
hey cannot vote for him, he implies, they 
ll probably vote for Mr Brown. 
They might, if Mr Brown, whose con- 
onal district spreads out over the east- 
lains, were well known throughout the 
e. He concedes n he is not, and has 
at nearly $500,000 in the first quarter of 
e year v ilichiag his face. He has been 
y partly successful. The Denver Post poll 
at showed him ahead, also showed 40% of 
ople still undecided. | 





Vicked Indians 


HINGTON, DC 
'HERE ís now only one name on the 
988 trade act's "super-301" procedure, 


ident Bush on April 27th pointed his 
ager : at per 









for. protecting its insurance 
eeping out foreign invest- 
y has until. mid- june. to 








rade. hitdist. For the second round of - 


E change these oblectionable: practices. Other- 
wise it faces possible American retaliation in - 


the form of tariffs or other restrictions on its 
exports. Luckily super-301 expires at the 
end of this year. 

Mr Bush’s trade representative, Mrs 


Carla Hills, lamely maintains that India is a 


potentially significant market for America. 


She also points out that India's restrictions 


damage its own economy. This hardly justi- 
fies America, whose GNP per head is over 60 - 
times India's meagre $300, threatening to 
deprive it of access to American markets. In- 
dia ranks 27th in the list of America’s main 
markets; its bilateral trade surplus of $850m 
in 1989 accounts for less than 1% of Ameri- 
ca's overall deficit. 

India has been singled out for three rea- 
sons that have nothing to do with Indian be- 
haviour or Indian poverty: Congress; Ja 





and the General PIECE on Tai ffs and 
| t D Representatives, they co-chaired a thinke. 
~ tank study on strategy. Now they dancea 


Trade (GATT). Congress, impatient of the 
way that GATT solves disputes, sees super- 
301 as its trade-policy centrepiece. Last year |. ` | 
 * gun in 1994, are to be delayed until 1996. 


it reacted fiercely to hints that some mem- 
bers of the Bush administration did not 


want to name any targets. Taiwan and 


South Korea had edged themselves off the 


list with some well-timed concessions. The 


European Community could not be named - 


because it had made clear that it would not 
negotiate under a procedure it considered il- 
legal. That left Japan, which was named with 
two other countries, Brazil and India—both 
picked largely to avoid charges of Japan- 
bashing. 


This year the administration, which cor- 


rectly sees completion of the Uruguay round 
as pre-eminent over other trade policies, was 
even keener to avoid naming any super-301 
targets. A string of Japanese trade conces- 
sions in March and April (which included 
all three of the practices singled out last 
year), plus some recent promises by the Bra- 
zilians, reinforced this inclination. Heavy- 
weight. congressmen—Republican Senator 


John Danforth and Democratic Senator 
Max Baucus—wanted Japan named again. 


But the administration had agreed not to 
name Japan.as a price for the concessions. 


That awkwardly left India, which had 


| of Baile countries chi i is being particularly 
obstructive in the GATT talks. So it stays on - 
the list, though Mr Bush will presumably de- 
fer any actual retaliation at least until the 
end of the Uruguay round. 











Defence 


Twirl | in the waltz. 


WASHINGTON, DC 


NUTTING the defence budget has 
Z turned into Washington's most cere- 
bral exercise. Át its heart are two men: Mr 
Richard Cheney, the defence secretary, and 
Mr Sam Nunn, the chairman of the Senate 


~ Armed Services Committee. A few years 


ago, when Mr Cheney was in the House of 






round each other, not quite allies and no 


quite rivals, each one trying to put his stamp 


on defence ‘policy. 
Mr Cheney made the lates move when 
he announced on April 26th the results of a 


Pentagon review of aircraft programmes. 


The new proposals are still tentative. The B2 


“Stealth bomber, of which the air force once 


wanted 132, has been scaled back to 75. 


> Only 120 C17 transport aircraft are re- 
“quested instead of 210. The navy will ask for 


only 620 a-i2 attack aircraft, not 858: the 
drop implies a concomitant reduction in the 
planned number of aircraft carriers from 14 


— .to 12. The air force’s version of the A-12 will 


be delayed beyond 1997. Purchases of the 


air force's new Advanced Tactical Fighter, 
which under currrent plans would have be- 


The Pentagon wants to see whether the air- 
craft does what it is intended to do before 


full-scale production starts. 


These changes, Mr Cheney says, wi 
save $16.8 billion in 1991-94 and $18 billio: 
in 1995-97. . They would reduce the Penta- 
gon's budget request for fiscal 1991 by $2.4 
billion, mainly because only two, not five, 


. Stealth bombers would be bought. 


Mr Les Aspin, chairman of the House 
Armed Services Committee, has greeted the 
proposals with faint praise: a step in the 
right direction, he thinks, that does not go 
far enough. Senator Jim Sasser, the chair- 
man of the Senate Budget Committee, will 
probably say much the same. If Mr Cheney 
is going to find an ally in Congress, it will 
have to be Mr Nunn, who thinks that Mr 
enm wants to cut defence too hard, too 
How. sod an NS will: Mr iis be? 


l Both he and Mr Cheney reckon that, what- 


ever the changes in the political. texture of 
| Europe, Russia will remain a military super- 






power. But there are important differences. 


ins has endorsed. thes view that b | 


















spectre " the cold: war's | possible re return 
should not be used to defer a reconsider- 
ation of defence policy. Mr Cheney would 
not agreed with that: on April 29th he ex- 
plicitly reafirmed his long-held view that 
President Gorbachev's efforts to reform 
Russia will ultimately: fail, and that he is 
likely to be replaced. by somebody far more 
hostile to the West... 0o. 

Take another nuance. Mr Nunn dis- 
agrees with the administration’s view that 
the figure of 225,000 American troops in 
Europe is an irreducible minimum; he re- 
minded the Senate that German opposition 
to larg ' numbers of noisy American troops 
(and noisier aircraft) was likely to get more 

vociferous. Although Mr Cheney may pri- 
vately agree that the numbers are on the 
high side, he has made the most ringing de- 
fence of the American presence in Europe 
heard in Washington for a long | time. Amer- 
ica, he said on television, was “a European 
ower, We've got historical and cultural and 
Wconomic and political interests there.” 


















cautious. But on Capitol Hill they no longer 


think that such fine Atlanticist words butter 


many parsnips. Mr Aspin believes it will be 
difficult, if the Russian threat has evapo- 
rated, to sell the continued presence of 
American troops in Europe to a "Rotary 
Club in the Midwest". 

Yet in the end, perhaps, Mr Cheney has 
little need to worry. Congress is so riddled 
with special pleading for this dockyard or 
that army base that it always finds it hard to 
make in the autumn the deep cuts in de- 
fence it threatened in the spring. 





Voting rights 


Circuit breakers 





HE Department of Justice has broken 
new ground in the 25-year history of the 
Voting Rights Act. Its civil-rights division 
ruled on April 25th that the way Georgia 
elects many of its superior court judges dis- 
criminates against blacks. It was the first 
time that the government has interpreted 
the law to apply to judicial elections—and it 
indicates a large change in thinking from the 
Reagan years. 

Federal courts have been leaning this 
way for some time. At least six states are cur- 
rently being sued, with some success, by 
civil-rights groups for their way of electing 
judges. The Justice Department's decision 
points, in the long run, to a big increase in 
the number of minority judges across the 
South, and perhaps elsewhere. 

The complaint against Georgia is that 
many of its judges are elected by large judi- 
cial districts, known as circuits. These, the 
Justice Department said, have much the 





It is his Atlanticism, as much as his pes- 
simism on Russia, that makes Mr Cheney so . 


same EA as do the SW political dites : 


| Wi 


ar ‘gaming 


| NTIL last month the Mohawk Indi- 
| ans were mainly known for two 
things: their much-copied traditional 
hairstyle and their skill and courage in 


construction work at the top of Manhat- - 


 tan's tallest skyscrapers. They are now 
getting a sadder reputation. On the St 
Regis reservation that straddles the Ca- 
nadian-New York border near Cornwall, 
Ontario, at least two men have died, cars 
have been burnt and a tribal police sta- 
tion has been riddled by semi-automatic 


rifle fire. Hundreds of Mohawks have 


Defending the right to gamble ee 


that have in the past been ruled to be dis- 
criminatory in the South: black votes are 
watered down. 

In addition, the department said, Geor- 
gia's system discriminates against blacks be- 
cause candidates must get a majority of votes 
to win rather than a plurality. This means 
that even black candidates who do well in a 
first ballot tend to get knocked out in a run- 


off election. Although about one-third of 


Georgia's population is black, no more than 
five of its 135 superior court judges, or 496, 
are black. 

The immediate effect of the ruling— 
which applies to 48 sitting judges, each of 
whom now finds himself presiding over an 
illegal circuit—is to throw Georgia's judicial 
system into chaos. Georgia has not said 
what it will do, but is expected to appeal. If it 
does, it will probably be joined by the other 
states which also argue that the Voting 
Rights Act does not apply to judicial 
elections. 

The southern states may be arguing a 





dian side. Several Mohawk leaders had 
- already asked Mr Mario Cuomo, New: 


 noncindian gamblers. Worried that 


. hawks want the casinos shut down. . 


te gambling tried to block roads to the 













i Ër political gain. Perhaps. But the issue- 


. mention Indian pride. Under United 
"States law Indian tribes have been 
. treatéd as sovereign nations, not subject - 
“to state law. In 1988, however, Congress 

| passed the Indian Gaming Act which al- 
. lows casino gambling on reservations 
: only if an agreement is reached with the 


z print on grounds of sovereignty. 


- for the pro-gamblers. Some of the casi- | 





- žno non-Indians showed up. 





lost cause. In Taa where. S n of 


electing judges to circuits based on co 
lines is discriminatory. He ordered that 1 
-judges in níne of the state's largest coun 
should be elected by smaller units withi | 


who argued against a broad inte 


sion to judicial elections. Mr Bush f. 







































fled to Canada. 

On May 2nd New York d iQ 
policemen moved in to investigate 
murders, which took place on the Can 


York's governor, to order in the Na 
tional Guard. 

The violence is about gambling. The 
United States side of the reservation is 
home to six casinos (which may be ille- 
gal) attracting millions of dollars from 


gambling also attracts crime, many Mo- 
pro-gambling group that calls itself t : 
Warriors thinks differently. Violen 
broke out when Mohawks opposed to 


Both sides clin the other is looking 


is more complicated. It involves various E 
merican and Canadian laws, not to 








al state. The Warriors ignore the fine _ 


“The violence has been PATA OR | 





nos were open last Saturday night, but 


state’s 172 district judges ate black o 
panic, a federal judge has already ruled 


counties. Texas is appealing. 

` The Georgia ruling delighted civil-r 
groups. The role of the Justice Departm 
civil-rights division in enforcing the law 
long been contentious. In Mr Reagan 
the division was run by Mr William 
ford Reynolds, a right-wing conse 


of the voting-rights law, including 


with his first choice to replace Mr R 
olds—Mr William Lucas was opposed b 
civil-rights coalition—but then chose 
John Dunne; a low-profile former state set 
tor from New York. Mr Dunne, or sor 
body above him, has now laund 
revolution. 
























































UNDREDS af TEMA of people have TER ululating 
| around about. Washington, for or against abortion. Last 
? Sasuvday. was t nimi of the antis, who braved 90° heat i E great 








tus insidi Meanwhile, riy one person who may in the 
-power to change America’s abortion rules considers a quiet 
round of golf, her ears blocked to the shriller emotions down 
below. Justice Sandra Day O'Connor has the decisive vote on 
abortion on the Supreme Court: four of the nine justices defend 
the 17-year-old law that made abortion legal; four would proba- 
bly like to over-rule it; Mrs O'Connor, while unhappy with the 
law, leaves everybody guessing on what she would do about it. 

^ - Until 1973 the rules on abortion had been left to state legis- 
atures. In Roe v Wade the Supreme Court invalidated the 
tates abortion laws, decree- — 
‘ing that women had acon- 
“stitutional right to abort 
‘their foetuses (the — right di 
ceases when the foetus is 
judged to be able to survive 
outside the womb). The bat- 
* tle lines-were set. Few people å 
anywhere. are neutral on f 
abortion—an emotional de- y 
bate in Britain hasjustended . $ 
with a new time-limit set at — 
the 24th week of pregnancy. 28 
. The difference in America 228 
lies in the allor-nothing 3 
‘dogma of many of the pro- 
life and pro-choice leaders. 

In the 1980s the socio- 
religious wing of America’s 
new right made a ban on 
abortion (sometimes, but 
not always, with exceptions 
for rape, incest and the phys- 
ical health of the mother) a 
burning crusade, the litmus 
: test for elected officials. Poli- 
ticians were pestered, public 
money was cut off, assorted 











|] made miserable and, occasionally, the clinics were bombed. It 
|]. was all good dirty fun. But the pro-lifers were only filling in time, 
preparing for the day when old.age would change the political 
4. balance of the Supreme Court, producing five conservative jus 


responsibility to the states. | 

The magic day arrived when Justice Ankeny Kennedy was 
appointed early in 1988. Why, then, is Roe still on the books? 
The bte omae pro-choice lot is one answer. Another lies 
in the ponderings of Justice O'Connor, appointed by Mr Reagan 
in 1981. Her dissenting opinions, when there was still a liberal 


right to abortion on its head; replacing it with a curious formula 
-that decreed that though abortion should not be absolutely 
banned (no < "undue burden” on women), it must be balanced 
againsta state' s' “compelling: interest” in the life of the foetus. 

issent is on ; making law another. A case came 
ar, after the cl ange in the court's composition, that 
; en, but was not, the beginning of the end for Roe. 










restrictions were canvassed, patens at abortion clinics were- 


tices who could be relied upon to invalidate Roe and return . 


majority on the court, suggested that she was ready to turn the. 





Mrs O'Connor jibbed. She joined her four fellow-conservatives — 
in upholding a new set of rules and regulations imposed by Mis- 


souri but, exercising admirable judicial restraint, she declined to 
extend the court's ruling beyond the strict confines of the case 
before it. There would be time enough, she coolly added, to re- 
consider Roe when the court was faced with a state law that 
turned on the constitutional validity of the right to abortion. 


Who will rid me of this troublesome law? 


Anti-abortionists seized on her words as an open invitation. 
Hundreds of bills popped up in state legislatures, many of them 
specifically designed to give Justice O'Connor what she seemed 
to have asked for. Several, crafted by the National Right to Life 
lobbyists, were | directly aimed at Mrs O'Connor's supposed 
susceptibilities: using lan- 
guage with which it was 
guessed she would be com- 
fortable, the bills went as far 
as they dared to criminalise 
abortion while still allowing 
a chink of legality. 

The assault failed, most 
of the bills getting nowhere. 
The pro-choice faction, sens- 
ing danger, showed that it 
could pester politicians just 
as tiresomely as pro-lifers— 
there are, after all, probably 
as many people who think 
abortion is a private matter 
as there are those who think 
it should be publicly banned. 
Elected officials wavered. 
One state, Connecticut, has 
just passed a bill in the oppo- 


tion a statutory right. 

A bill deemed a perfect 
O'Connor-fit was passed in 
Idaho—but was then vetoed 


tion governor, who objected 
to his western state being made “a patsy” by the National Right 
to Life folk in Washington. A few other measures got through, 
but they were either too challenging or not challenging enough. 
The tiny Roman Catholic territory of Guam passed a draconian 
act banning virtually all abortion: not the sort of thing to appeal 
to Mrs O’Connor. A Pennsylvania law, a possible candidate, is 
held up by a lower court. The Supreme Court will be deciding 
two older cases this session but these—on whether teenagers 
should tell their parents—are unlikely to be seen by Mrs O'Con- 
nor as vehicles for a much wider judgment. 

Yet the justice, who served for several years on the Arizona 
legislature, for a time as majority leader, is a passionate believer 
in states’ rights: her instincts, and her votes, do not favour the 
federal government telling the states what to do. But she is a tidy- 
minded pragmatist, prepared to break ranks. As a state politi- 
cian she voted against a pro-life amendment to the constitution 
on the grounds that it was an untidy rider to an unrelated bill. 
She is a selfpossessed woman who does not let herself be rattled. 
And that, with so many guessing at her thoughts and struggling 
to influence them, is just as well. | 


site direction, making abor- 
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China's 
Premier Hotel 
comes to 
Beijing's No. 1 
address. 


At No. 1 Jian Guo Men 
Wai Avenue in the heart 
of Beijing's business 
cultural and diplomatic 
district, Shangri-La's new 
China World Hotel 
has risen. In the midst ol 
the new China World 
Trade Center, in prime 
position at the head ol 
Beijings central 
thoroughfare, it will offer 
travellers from around 
the globe superb luxury, 
service and location 


Opening June 1990 
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ÉJ China World Hotel 


BEIJING 


HOTEL * CONFERENC E*EXHIBITION CENTRE 


A SHANGRI-LA INTERNATIONAL HOTEL 


CHINA WORLD HOTEL, NO | JIAN GUO MEN WAI AVENUE, BEIJING 100004, CHINA. TEL: (1) 505 2277. TLX: 222981 THBBC CN. FAX: (1) 505 0828. 
SHANGRI-LA INTERNATIONAL: BANGKOK (2) 236 7777 * HONG KONG 810 7782 * KUALA LUMPUR (03) 230 6248 * SINGAPORE 535 7876 


SHANGRI-LA INTERNATIONAL HOTELS and RESORTS: CANADA * CHINA + FUI + HONG KONG + INDONESIA + MALAYSIA + PHILIPPINES (1991) + SINGAPORE + THAILAND 


P3] 


We don't believe in long goodbyes. 


Every few years, we make a point of replacing our aircraft with the latest the industry bas to offer. In fact, our fleet is knor 





SINGAPORE AIRLINES 


) be the youngest and most modern of any major airline in the world. But perhaps that’s not what you'll best remember us for. 
The youngest, most modern fleet across 5 continents. 












" Miei initio 
Lacie itr daten iint $ 





ise MINE 


ML T 
m" 
quist. Cip Fe asini gi ne Mid 


BIET licite tap 









d 
eb ip iria the 


Mito Parit 








. ^d ONERE NES: 
yam aii LM p x , 
Md 









eA ee EE um mem 


sypiau oe 


RON E rd 


Baht T" 1 


Bot eie einn oll o as 


EOE 





— —— 


PS he arte tig qr 


eie sess 1 









Fas Cer Ubenooketaes tess, Deut. 


eter 






Thes pepanen 15 
Cae ntact ae 


Bam Lataria 












* 
£ 


EIS iM 


2 ML 
aei rins 
ceret e: X 





bles and Equity Placements o 


For a corporate finance 
partner in Asia, 
transactions speak louder 
than words. 
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The proof of a banks c network gives us the kind of financial muscle effective financial sojutiors 
performance. international expertise and local market it's this combination of size. inte national 
Qurs in Asia emanates from the relation- know-how that only a handful of banks are network. specialized industry knowledge and 
ships we build with our clients the extent of our — able to rival. our approach to client relationships that helps 
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Taking a risk for Nicaragua 


FROM OUR CENTRAL AMERICA CORRESPONDENT 


HE political alliance that supported Mrs 

Violeta Chamorro in her triumphant 
campaign to be president of Nicaragua is 
proving as fragile as expected. President 
Chamorro herself, though, is turning out to 
be a tougher proposition than most people 
had foreseen. After years of civil war she 
wants a national reconciliation, with the 
elp of God and, more surprisingly, of the 
eft-wingers she defeated in the presidential 
election on February 25th. 

Mrs Chamorro's new tactical friends are 
her defeated rivals of the Sandinist Front. 
The risk is plain. The Sandinists, when they 
ran Nicaragua, talked very much as commu- 
nists used to talk in Eastern Europe: their 
ideas, they said, were the unchallengeable 
pattern of the future. They were neverthe- 
less persuaded to accept a carefully super- 
vised election. When they lost it, they duly 
handed over the presidency to the winner, 
Mrs Chamorro, but their leader said they in- 
tended to preserve the “integrity” of the 
army and the police force. 

Were they going to keep the power of 
the gun under their control, so as to resume 
their revolution when the opportunity oc- 
curred? The pessimists feared the answer 
was yes. The optimists hoped the Sandinists 
could be talked out of such anti-democratic 
ideas. Mrs Chamorro has plumped for the 
ptimists. 

She is vigorously opposed by some of 
her former allies in the victorious 14-party 
National Opposition Union (UNO). Scath- 
ing comments by the vice-president, Mr 
Virgilio Godoy, have already cost him an of- 
fice in the presidential building. The uNo 
people are angriest about Mrs Chamorro's 
decision to retain as head of the army Gen- 
eral Humberto Ortega, brother of the out- 
going president, Daniel. The general is the 
personification of Sandinist military power, 
responsible over the past decade for jailing 
dissidents and confiscating the property of 
Mrs Chamorro’s allies. 

The anger of these UNO people is in- 
creased by the fact that the deal was struck 
in private, in talks between Sandinist lead- 
ers and Mrs Chamorro's closest advisers. 
The new president's policies are made by a 
tiny cabal, named (after Mrs Chamorro's 
home) the "Las Palmas" group. The main 





members are Mr Antonio Lacayo, Mrs 
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Chamorro's son-in-law and election cam- 
paign manager, and Mr Alfredo Cesar, a for- 
mer director of the contra resistance army, 
who is married to Mr Lacayo’s sister. A deci- 
sive player at the transition talks was Mr 
Lacayo’s cousin, Mr Joaquin Cuadra, the 
Sandinist army’s chief of staff. 

Not one of Mrs Chamorro’s new cabi- 
net of 13 members is a leader of any of the 





Will this Ortega do as he’s told? 


main anti-Sandinist parties in the UNO coali- 
tion. The top ministers are technocrats and 
businessmen, many of them once associated 
with the Sandinists. The interior minister, 
Mr Carlos Hurtado, was a member of a clan- 
destine guerrilla cell from 1974 until the 
Sandinist revolution triumphed in 1979; he 
then held senior government jobs before 
turning against the Sandinists and going 
into exile in 1983. Mr Cesar served the 
Sandinists as president of the Central Bank 
until 1982, then joined the contras. Last 


week he was put forward as candidate for F 


Ñ 


the secretary-generalship of the national as- - 


sembly by the outgoing Sandinist vice-presi- — 


dent, Mr Sergio Ramirez. 
This was reconciliation indeed. The 


UNO politicians who reject it have been out- 


manoeuvred. A majority of their supporters 
in the national assembly oppose the Las Pal- 


mas group. But Mrs Chamorro can get her — 


legislation through by relying on votes from 
the Sandinists. They will provide those 
votes, she reckons, if she accepts some of the 
changes they brought to Nicaragua: land re- 
form, labour rights, social services. She, and 
the Las Palmas group, are happy to do that. 

The dismay the deal has produced is 
two-sided. Many Sandinist supporters re- 
garded Mrs Chamorro's election victory as a 
disaster, and are angry to see their leaders 
apparently collaborating with it. There is al- 
ready talk of a breakaway by young far-left 
Sandinists, who accuse the Ortega brothers 
of betraying the revolution. 

The immediate challenge to the 
Chamorro-Sandinist deal, however, comes 
from the contra rebels. The contras, having 
spent hard years fighting the Sandinists, by 
no means want a reconciliation with them. 
United Nations officials say that none of the 
14,000 well-armed rebels now gathered in 
security zones in the north of the country 
has yet laid down a weapon. The contras 


had earlier agreed to disarm themselves but _ 


have now gone back on that agreement. 


General Ortega must be dismissed, they say, — 


before they can safely rejoin civilian life. The 


president replies that she is the general’s - 


boss, as minister of defence; that he is there 
only for a time; and that she will fire him 
when she pleases. 

There are some signs that General Or- 
tega is ready to compromise, if that means 
keeping his job. The force he commands will 
soon cease to be called the Sandinist army, 
no name for a body supposed to be above 
politics; it will henceforth be the National 


Sovereignty Defence Army. The contras still | 


have their doubts. "The people voted for a 
change, but this is only a change of name," 
declares their military chief, Mr 


Galeano. But General Ortega says all politi- — 


cal instruction in the 70,000-strong army 
has ended. The contras say the army should 
be cut; General Ortega promises to halve it 
within 18 months. One of Mrs Chamorro's 
first acts as president was to tell about 
20,000 new recruits to go home. 

On the economic front, the new govern- 
ment does not even have enough dollars to 
pay for the printing of the new currency it 
hopes to introduce later this year. At least 
half of the money it has is earmarked for in- 
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terest on past credits. The United States 
Congress is still bickering over the $300m 
aid package advocated by President Bush. 
Mrs Chamorro's people—fearing, like East- 
ern Europe's new democrats, that economic 
failure could lead to political chaos—are 
seeking help from Europe and Japan. 

Mrs Chamorro's actions are shaped by 
her belief in God-granted reconciliation. 
Her hope is that the Sandinists' leaders, if 
not yet all the Sandinist rank and file, are 
seriously prepared to co-operate. Most of 
her allies in UNO find she wants them to be 
reconciled with enemies whom they have no 
intention of embracing. Nicaragua's new ad- 
venture in peacemaking could be as hazard- 
ous as its dozen years of revolution and 
counter-revolution. 





Hostages in Lebanon 


Two in the hand 


FTER three and a half years blindfolded 
in a Lebanese cellar, an American 
headmaster, Mr Frank Reed, blinked in the 
bright light of freedom on April 30th, just 
eight days after the release of Mr Robert 
Polhill, the first American hostage to be 
freed since 1986. “We would like to thank 
the government of Syria for facilitating this 
release," said President George Bush. “We 
would also like to thank the government of 
lran for using its influence. But | don't think 
any American can totally rejoice until the 
rest are free.” 

The rest are the six Americans and nine 
West Europeans seized in Lebanon by gangs 
thought to be linked to the pro-Iranian Shia 
group, Hezbollah. Mr Reed brought wel 
come evidence that at least some of them 
were alive and well. He had been held, at 
times, with up to six other westerners, one 
of them an American, Mr Terry Anderson, 
the longest-held western hostage in Leba- 
non. Just two days before his own release Mr 
Reed had seen one of the three British hos- 
tages, Mr John McCarthy, and the sole Irish 
hostage, Mr Brian Keenan. 

Freeing these men will take more than a 
few words of thanks, whoever utters them. 
Delivering Mr Reed to the American ambas- 
sador in Damascus, the Syrian foreign min- 
ister, Mr Farouk al-Shara, said he hoped 
"this second gesture of goodwill" would be 
reciprocated. Iranian newspapers said lran 
would not help to free the other hostages 
until America came up with "an appropriate 
response". The kidnap gangs, blunter still, 
threatened to hold their captives until their 
demands were met. 

Mr Bush wants the hostages to keep on 
coming home. But he saw at close quarters 
what the arms-for-hostages scandal did to 
Mr Ronald Reagan's presidency, and is wary 
of anything that looks like dealing. Welcom- 
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ing Mr Polhill to the White House on May 
Ist, Mr Bush insisted that there would be no 
improvement in relations with Iran and 
Syria until all the hostages were free, but 
added in the same breath that he wanted “to 
facilitate the continuation of this process". 
He has repeatedly said that goodwill begets 
goodwill. The best minds in Washington are 
now exploring the undefined area that lies 
between a “deal” and a “goodwill gesture". 

In principle, gestures are easy to find. 
The United States imposed sanctions on 
Syria in November 1986 for having tried to 
blow up an Israeli airliner at Heathrow air- 
port in London. They include export restric- 
tions, a ban on American credits and cheap 
wheat, and official discouragement of Amer- 
ican citizens from travelling to Syria. As for 
Iran, Mr Bush could end trade and arms 





Reed blows a kiss to the world 


embargoes, especially the ban on the export 
of aviation equipment: lran needs spare 
parts for its American-built fighters. 

Mr Bush's room for manoeuvre nar- 
rowed on the very day Mr Reed was re- 
leased. In a report to Congress, the State 
Department again placed Iran and Syria on 
its list of countries supporting terrorism. It 
said that Iran continued to use terrorism as 
an instrument of foreign policy and that 
Syria provided sanctuary for terrorist 
groups, including the Popular Front for the 
Liberation of Palestine-General Command, 
the group widely blamed for bombing a Pan 
Am airliner over Lockerbie in Scotland in 
December 1988. 

Expressions of gratitude now, with a 
hint of more tangible rewards later, may sat- 
isfy Syria, whose president does not face an 
internal challenge to his westerly drift. Iran's 
President Ali Akbar Rafsanjani does. He 
desperately needs a gesture from the Ameri- 
cans, and soon, to justify his help for the 
hostages. The extent of the internal opposi- 
tion he faces was shown by a storm of pro- 


test that greeted a suggestion by one of Mr 
Rafsanjani's allies, Vice-President Ataollah 
Mohajerani, that Iran should open direct 
negotiations with the United States. 

In fact, they are already talking, under 
the auspices of the Iran-America Claims Tri- 
bunal, the latest round of which opened in 
The Hague on May Ist. The tribunal was set 
up in 1981 to settle the financial arguments 
that arose from the Iranian revolution. Ira- 
nian assets in American banks, frozen by 
President Jimmy Carter, were placed in four 
separate accounts to meet the claims on the 
lranians, with the final balance, if any, going 
to Iran. Only one-third of the claims have 
been settled, and Iran wants America to 
agree to speed the process up. lt is seeking 
an out-of-court settlement of its claim for 
$12 billion that it says the late Shah paid for 
arms that were never delivered (America 
says the figure is under $1 billion) and is 
pressing America to drop a ban on lranian 
oil imports. 

It would be easier for Mr Bush if "T 
made the deals he dare not make himself. 
Syria, Iran and the kidnap gangs want the 
release of 300 or so Lebanese Shia prisoners 
held by Israel or by the Israeli-backed South 
Lebanon Army, and in particular of Sheikh 
Abdel Karim Obeid, a Hezbollah official 
whose abduction by Israeli commandos last 
year led to the hanging of Lieut-Colonel 
William Higgins. It would be mighty conve- 
nient for Mr Bush if Israel were to oblige. 

Pressure on it to do so is growing. Presi- 
dent Bush says that he would have “no 
objection" if Israel released some of its Arab 
prisoners. And when Mr Edward Dierejian, 
America's ambassador in Damascus, was 
asked if Israel should free Sheikh Obeid, he 
replied pointedly that his government fa- 
voured the release of "all" hostages, whom 
he seemed to equate with all people “held 
against their will". But Israel does not con- 
sider Sheikh Obeid, whom it accuses of hav- 
ing planned the kidnap of Colonel Hin. 
to be a hostage. And it is most unlikely to 
give him up unless three Israeli servicemen 
missing in Lebanon are also made part of 
any gesture, or deal. 





The Middle East 


Perplexity 


OR once the event deserved a 21-gun sa- 

lute. On May 2nd President Hosni 
Mubarak of Egypt strode along a red carpet 
at Damascus airport and received a hug 
from Syria's President Hafez Assad, a man 
who has spent a decade denouncing Egypt 
for having betrayed the Arab world by mak- 
ing peace with Israel. The hug came two days 
after President George Bush had thanked 
Syria and lran for helping to free an Ameri- 
can hostage from Lebanon, and soon after 
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pressed "perplexity" at some hard talking 
. from Israel. On the face of it, the old pat- 
terns are breaking up in the Middle East. |. 
Or are they? [n the Arab camp divisions 
persist. Egypt was welcomed back into the 
Arab League at a summit meeting in Casa- 
blanca last year, and now enjoys good rela- 
tions with all Arab countries, including the 
impossible Libyans who live next door. But 
not even Egypt seems able to mend relations 
between Syria and Iraq, which 1 remain di- 




















support, Israel's politicians 
€ words. of President Chaim 
og, been making “‘an absolute mock- 

-of democracy over the past month. 








. Tt is not only Mr Herzog vio détests 
this. On April 30th, the 42nd anniversary 


of Israel's independence, Mr Herzog was . 


handed a petition with 500,000 signa- 
tures—those of roughly one voter in six — 
calling for urgent electoral reform. Several 
thousand people spent the holiday at a 


rally opposite the Knesset, the parliament - 


building in Jerusalem. Another dem- 
onstration is planned for next week, when 
the Knesset reconvenes after its spring 
break. “We’ll have so many people here, 
the damned politicians won't be able to 
get into the building," said a housewife 
who joined a round-the-clock vigil and is 
taking turns on hunger strike. Up to 
150,000 Israelis gathered in Tel Aviv last 
| month to call for electoral reform, so her 
boast may not be extravagant. | 


of proportional representation by. 
-Israel chooses its 120-membe: 
{> have been evident almost since t 
|. dation of the state. The first prime 1 
. ‘ter, David Ben-Gurion, set the patter 
his successors by repeatedly criticising. 
: system but doing nothing to alter it. 
* Israel votes as a single constituency, for 
“party lists and not for specific candidates. 





















-© entitled to a seat in parliament. The sys- 
. tem makes for a profusion of parties (27 


partys internal committees, he will be 


| heis publicly reviled. ae 
_ The flaws have become uglier since tk 
| late 1970s, when Mr Menachem Beg gin’s 










the Relea Sate Dent "n ex- 


KIPPING 3 back id fortu across party. 
lines, demanding ministerial jobs as a- 


' The disadvantages of the pure version 


which . 


; - Any party that wins 1% of the votes cast is _ 


«. contested the 1988 election) and means.’ 
that the elected member has no respon- 

~~ sibility to any particular constituency. So. 
long as a politician is well-regarded by his 


placed high on its list of candidates e even if 









Likud party began to challenge the domi- | 


faith and by the personal animosity of their 
respective rulers. Syria let it be known re- 
cently that it sympathised with President 
Saddam Hussein’s aspiration to destroy 
"half of Israel" with Iraqi fire, but got no 


answering glimmer of thanks. 


Iraq is nevertheless coming under pow- 
erful pressure to forgive and forget. Mr 
Yasser Arafat of the Palestine Liberation 
Organisation and King Hussein of Jordan 
have been lobbying in favour of holding ar an 


nation of the Labour party, eae it at 
last in the election of 1977 (see chart). 
With Labour and the Likud now almost. 
neck-and-neck, the balance of power be- 
longs to several small religious parties for 
which the interests of the secular state are 
secondary. They want concessions on reli- 


 gious issues, and they extract whatever. 





promises they can from the bigger parties. : 
But even the pushiness of the religious 


parties has been overshadowed by the 
cynical dealmaking of the past six weeks, 


since the fall in mid- March of the Likud- 


een those who side with Labour in its 


Greater Israel line of Mr Yitzhak Shamir, 
the Likud prime minister. In a hung par- 


liament, the vote of each Knesset member ` 


_ is crucial. Several members, some within 


^ Labour and Likud, others from the minor - 


. parties, have shown their readiness to 
abandon their principles and cross the 
~ Knesset floor for the right price: 

A former justice minister, Mr 
_ Avraham Sharir, believing his ministerial 
. career in the Likud to be over, was willing 
to defect to Labour when he was promised 


nteed seat in the next two parliaments. 





vided by their common Baathist political 


. from the Agudat Yisrael party, havin 


present à government in which their su 
bly in the making now that Mr Sham 


T been given a turn to try his hand. at coa 
 tion-building. 5 


parties have nothing 


bour “national unity” coalition, The 


Knesset is divided just about 60-60 be- 


readiness to give up some of the land con- 
quered in 1967 and those who back the: - 


the control of two ministries and a guar- 


ut it when Labour failed to muster à major- | 
























































all Arab emergency mt 
they argue, would be to ad es 


probably about to form a ne 
government stubbornly opposed te 
rial compromise with the Palestinian: 

A summit at which Syria and lraq 
still at loggerheads would help nobod: 
the moment, Iraq seems intent on put 
Syria for staying friendly to Iran di 
Gulf war. - Two days before Mr i 
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ity, he blithely m to the Liku 
Labour's failure came because two ra 





signed a coalition agreement wi 
Labour's Mr Shimon Peres, changed theit 
minds on the very day Mr Peres was tc 


port was essential. Similar deals are pr 


‘Likud and Labour are not ind t to oth 
need for reforming the system. Last yea 
they agreed to form an all-party commit 
tee to weigh various options for change 
Its members have dutifully settled down to 
examine the relative advantages of various 
systems, some- allconstituency, som 
mixed. But it is unlikely that a majority of 
the Knesset will vote for reform. The small | 








members of the big parties qelish the idea. 
of having to fight constituericy-b: jased el 
tions. At present they need only cor 
their own party of their worth. : 
Last month, when trying vainly 
form a cabinet Mr Peres defended: hi 
right to use every trick in the book to li 
defectors into his “coalition for pea 
The end, he argued, justified the mea 
His Labour colleague, Mr Yitzhak Ral 
has proposed renewing the Likud-Labo 
coalition for six months, and then 
ing a direct election for prime minist 
But Mr Shamir rejects the demand 
change. He says Israel needs stable go 
ment, and^ no. amount of electo 
manipulation: cari hide the fact tha 
country is split right down the midd 
the land-for-peace question. | 
. For President Herzog and the 500,00 
petitioners, the very fact that the sta 
are so high justifies the call for imme 
change. They argue that an electoral 
tem under which voters could hold 
vidual politicians accountable for their a 
tions would produce better leadershi 
capable of solving the Palestinian prol 
lem. “The political process as it unfold 
before us has become unacceptable in the 
eyes of many," said the president in h 
independence day speech. "A change i 
the system can and must be undertake 
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to Damascus, the Iraqi information minister 
— "said bluntly that co-operation with Mr As- 
. sad was useless "because he is a liar". The 
only hints of a thaw in relations are an agree- 
ment signed between Iraq and Syria last 
month over the sharing of the Euphrates, 
and, perhaps, a promise by both to tone 
down their propaganda war. 
... Some Arabs are also cheered by a chill 
in relations between Israel and the United 
. States now that Israel's Labour party has 
. failed to form a government. The American 
_ State Department has expressed "dismay" 












































- South Africa 


OW hard it is, when wars end, to aban- 
A Adon the illusions that kept the war- 
iors staunch. The talks that started in Cape 
Town this week may not bring peace be- 
tween blacks and whites in South Africa, 
- but illusions are tumbling already. Blacks 
are discovering that among the fighters of 
the African National Congress are people 
who tortured and killed their own kind. 
Whites are learning that the government 
which preached law and order ran a net- 
work of policemen who murdered in South 
ica and beyond. | 
. . Mr Nelson Mandela, who was in jail at 
. the time, cannot be held responsible for the 
ANC's torturers. Nor, given his stature 
. among blacks, can he evade responsibility 
_ for bringing them to justice. In mid-April he 
admitted that a number of ANC people had 
indeed been tortured for criticising the lead- 
ership, adding that the practice had been 
stopped and the people responsible disci- 
slined. Five former ANC members, now in 
Nairobi, have sent Mr Mandela an open let- 
. ter alleging that torture continues in some 
ANC camps. 
. The five men were all members of 
khonto we Sizwe (Spear of the Nation), 
the Congress’s underground army, who 
slipped away from camps in Tanzania last 
year. Their troubles began in 1984 in An- 
gola, where ANC forces were helping the An- 
— golan government in its bush war against 
the UNITA rebel movement of Mr Jonas 
_ Savimbi. Early that year, say the five, a large 
number of ANC fighters refused to go into 
action. Many had lived in primitive camps 
for up to ten years, and wanted to fight in 
- South Africa, not in other people's wars. 
The unwilling soldiers were disarmed by 
the Angolan army, and some, including the 
_ Nairobi five, were taken to a punishment 
comp known as Quatro, blindfolded and 
beaten with fists and stiff coffee branches. 
. The prisoners were crowded a dozen or 
= more into cells. Warders in heavy boots 
. trampled them on to concrete floors. It was a 
. crime to know those in other cells, to walk 
E ^ 
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at the recent decision of the caretaker Likud 
government to create two new settlements 
in occupied territory, and “perplexity” at a 
speech on April 30th by Mr Yitzhak 
Shamir, the Israeli prime minister. In the 
speech Mr Shamir said Israel was entitled to 
reject the occasional proposal put forward 
by Mr James Baker, the American secretary 
of state. But the proposal in question, said 
Mr Baker’s perplexed spokespeople, was the 
plan to let Palestinians hold elections in the 
Israeli-occupied West Bank and Gaza, which 
had been Mr Shamir's own idea. 





All manner of villainies 


instead of run about the camp, and to pass 
within five metres of an armed guard. 

Water was brought from a nearby river 
ina trailer that would elsewhere be pulled by 
a truck. Nine to 12 prisoners would be as- 
signed to push the full tank up the hill to 
camp, and beaten while doing so. Two pris- 
oners, it is alleged, were taken from their cell 
and beaten for up to 20 minutes. Only one 
returned, and he died on the cell floor next 
morning. Other inmates at Quatro counted 
about 60 “disappearances”. 

As long ago as June 1988 a report for the 
American Senate claimed that some mem- 
bers of the ANC and the rival Pan-Africanist 
Congress had been subject to “brutal pun- 
ishment, including execution” for political 
dissent. Another ten ANC members who re- 
turned to South Africa last month (and who 
are being held by police) say they were tor- 
tured by their former comrades. 

President F.W. de Klerk is in no posi- 
tion to profit from the ANC’s embarrass- 
ment. Allegations that the South African 
army and police force had run illegal death 
squads forced him to appoint an inde- 
pendent judicial inquiry under Mr 
Justice Louis Harms. It has been hear- 
ing terrible stories. 

The death-squad accusations sur- 
faced last November when a former 
police captain, Mr Dirk Coetzee, told 
a weekly newspaper about some grue- 
some political assassinations. Mr 
Coetzee, and a fellow death-squad 
member, Mr David Tshikalange, fled 
South Africa last year and have 
talked, in London, to the Harms 
commission. 

Mr Coetzee said he had perjured 
himself and falsified documents to 
cover up his past activities, but was 
now telling the truth because he 
could not live the rest of his life “with 
all that blood on my hands". He told 
how he and his squad of “‘askaris”— 
former ANC guerrillas recruited to 


fight their erstwhile colleagues—car- ^ Captain Coetzee blows the whistle 
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ried out kidnappings and murders inside 


South Afica and in neighbouring countries. 
Mr Coetzee said he was involved in five 
murders, including that of a black civil- 
rights lawyer in Durban and two former 
ANC men. 

Others confirm his case against the gov- 
ernment. The police—themselves under 
suspicion—discovered inside the defence 
ministry a separate unit responsible for 
intimidation, arson, bombing and murder. 
(George Orwell would have liked its name: 
the Civil Co-operation Bureau, or CCB.) 
The defence minister, General Magnus Ma- 
lan, claims not to have known it existed un- 
til last November; senior army officers have 
told the Harms commission that the bureau 
was established in April 1986 and has car- 
ried out some 200 operations. 

Senior army and police officers have 
confessed that they had plotted to poison 
political opponents, assassinate a journalist 
and hang a baboon foetus outside the hom 
of Archbishop Desmond Tutu. Other e 
gets included Mr Mandela's lawyer, Mr 
Dullah Omar. In one bizarre incident the 
unit's director, Colonel Joe Verster, visited 
Mr Justice Harms's court behind a false 
beard and dark glasses, to hear evidence 
against his men. He is now under arrest. 

The Harms commission is not meant to 
investigate operations outside South Africa. 
But it appears that the ccs planned the 
murder of a white ANC member in 
neighbouring Botswana, and that one of its 
bombs killed a man and a child in Swazi- 
land. Police detectives accuse the unit of 


. responsibility for killing, in 1989, two well- 


known anti-apartheid activists, David Web- 
ster and Anton Lubowski. 

Faced with this scandal, Mr de Klerk has 
dismantled the State Security Council, 
given its job to a cabinet subcommittee, and 
hardened his attitude towards the so-called 
"securocrats" whom his predecessor, Presi- 
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^ Volume Il: HUMAN DE VE tL OPME! dT: 
] ADJUSTMENT AND GROWTH uM 
The high human cost of the 1980s adjustment 
policies are assessed. The volume emphasises 





that adjustment without growth and human. 


development is unacceptable. and counter- 
productive and proposes possible alternatives. 
Volume lil: MANAG ING HUMAN 
DEVELOPMENT 
Many new political philosophies diminish the 
role of the state ino human, deve lopment. 
Concrete steps are proposed to pul people at 
the forefront in a resource-constrained envi- 
ronment, with due account of the profound 
impact of new technologies. | 
Volume IV: DEVELOPMENT FOR 
PEOPLE: GOALS AND nu 
STRATEGIES FOR THE YEAR 2000 
Competitiveness, productivity. and manage- 
ment capacity are the key factors in future 
economic growth, This volume proposes strate- 
gies to meet the challenges of human develop- 
ment for the years ahead. | 
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1/10th OF THE "READING TIME 


HOW DOES IT WORK? 


Each month our editors select three books 
from the best and most popular new books 
published. Leading business writers 
painstakingly summarize the material and 
clearly share with you all the key ideas, 
facts, and conclusions. 


. Professional speakers transform it onto a 


30-minute tape. The bottom line is, you can 
master a 300 page business book while you 
drive to work, while you sit on a plane or a 
train, or in your office or study. You can 
listen to these tapes while you are walking, 
running or cycling. How many of these 
outstanding books have you not had time 


‘to read? 


MONTHLY TITLES. 
eTHRIVING ON CHAOS 

eWORK SMART NOT HARD 
eWHEN GIANTS LEARN TO DANCE 
«THE ENERGETIC MANAGER 


| eGROWING RICH WHILE YOU SLEEP 


*HOW TO WIN CUSTOMERS AND 
KEEP THEM FOR LIFE 

eWHAT THEY DON'T TEACH YOU AT 
HARVARD BUSINESS SCHOOL 
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eGOING FOR IT 
| eINTO THE DOWNWAVE 


*THE TERRIBLE TRUTH ABOUT 
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to the “meat” of a book in minutes rather than 

pounds. To purchase the 36 
books that will be summarised in the next 12 months it 
would cost you £500, but would you have time to read 


| them? There is nothing like Business Book Summaries. 


The Wall Street Journal has hailed this ita “An inventive 


. answer to what is becoming an increasingly irksome 


management problem: too much to read" Our book 
selections cover every aspect of interest to any modern 
business person. Including: 


| eMANAGEMENT TECHNIQUES-Pick the brains of the best 


s in the world. 
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` *ADVERTISING- The 10 golden secrets of advertising. 
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esident last year. The future of General 
alan darkens by the day. 


e Congress's scandal. The five men in Nai- 
bi say that Mr Chris Hani, now chief of 
aff of Umkhonto we Sizwe, visited the 


isoners there being beaten as they pushed 
e water tank. Mr Joe Modise, who is now 
mkhonto's commander, was at that time 
Charge of its security wing, though not of 
atro camp itself. Mr Modise was at Mr 


ndela's side during this week's talks with 
e Klerk. 








tt tu, Mobutu? 


OLITICAL reform comes in many 
guises, but few are less convincing than 
esident Mobutu Sese Seko's recent con- 
iion to multi-party democracy. Already 
dded by the United States, and under 
wing pressure from disillusioned donors, 
pecially the World Bank, his corrupt and 
spendthrift administration received a fur- 
her jolt at the end of April when violent 
student demonstrations took place in the 
-apital, Kinshasa. Now the Zairean leader 
has promised a return to the party choice he 
abolished 20 years ago. 
In a televised speech from the presiden- 
tia. estate on April 24th, Mr Mobutu said 
hat new political parties would be allowed 
to face the ruling Popular Revolutionary 
evement (MPR) at the election due in 
‘993, This, he said, was the outcome of 
ree months spent consulting the people 
roughout his vast country. 
The president confessed surprise at 
scovering just how hard life had become. 
ey have told me", he said, “that the 
lic institutions, the schools, the hospi- 





Foreign debt 
$bn 


nt Mr PW. B i ni, Mr de Klerk — 
ay be able to argue that he knew nothing - 
bout the death squads before becoming 


The ANC's top men, too, are touched by 


uatro camp at least four times, and saw 























| Departure by night 


'HE failure of Marxism in Ethiopia, 
cand the decision of its government to 
admit that it has failed, have deprived 
Addis Ababa’s cynics of a good joke. The 
. joke comes from the government's insis- 
tence on providing any foreign visitors to 
Ethiopia with. official “minders”, who 
dog their steps to ensure that no Ethio- 
pian says anything against the party line. 
Until a few months ago one huge poster 
in Addis Ababa's Revolution Square dis- 
played Ethiopia's leader, Mengistu Haile 
Mariam. Another showed the inevitable 
trinity of Marx, Lenin and Engels. The 
two posters, said the locals, showed Presi- 


Now the joke, and the holy trinity, 
are gone. Marx, Lenin and Engels have 
disappeared, leaving Mr Mengistu alone 
in heroic pose. They are victims of the 
special crews who are sent out at dead of 
night, under cover of curfew, to efface 
hammers and sickles, red stars and stri- 
dent slogans extolling international 
proletarianism. Addis residents awaken 
to find the signposts to the socialist uto- 
pia are disappearing bit by bit. No red 
flags were present during Mr Mengistu’s 
May Day speech, uem which he admit- 


mee erra i saan tnnt 


d 
| dent Mengistu with his minders. 











tals, are in terrible shape. People are de- 
manding change.” His surprise. was itself 
surprising. The government has not built a 
new hospital for more than 20 years. Mili- 
tary spending (3% of GNP) is two-and-a-half 
times that on health (0.8%) and education 
(0.4%) combined. 

Zaire’s population of some 35m i is grow- 
ing at 3% a year, while economic growth has 
averaged less than 196 annually, so income 
per head has tumbled since 1980 (see chart). 
At $170 in 1988, it was among the ten low- 
est in the world. Exports, mainly of copper, 
coffee and diamonds, are no higher today 
than ten years ago, while the country's for- 
eign debt has almost doubled to $8.5 billion. 

Meanwhile Mr Mobutu's personal for- 
tune has grown to include chateaux in Bel- 
gium and France, a castle in Spain and a 
villa in Switzerland with 32 bedrooms. By 


his own accounts he is worth a mere $50m, 


but others say he owns assets worth more 


than $5 billion—enough money to cut 


Zaire’s foreign debt by more than half. 
Western countries may deplore Zaire’s 
human-rights record, and its president's re- 
lentless self-enrichment. That has not ob- 
structed an inflow of more than $4 billion in 


economic aid since 1982. In 1988 Zaire got 


$939m, making it Africa’s third largest re- 
cipient, after Ethiopia and Tanzania. Bel- 
gium gave most, with $171m; France 





longer as militant as it Once was". 
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ted that "the mood of the people is no 


Ethiopians are now speculating about 
Johnny Walker. This is the unfond sobri- 
quet for the capital’s biggest statue of Le- 
nin. Two months after Mr Mengistu said 
that his bid to build socialism had failed, 
and that free-market economics would 
be given a chance, the 35-foot work still 
stands prominently on a main street. Its 
arm is outstretched and it strides pur- 
posefully—towards the airport, as is ac- 
curately, and hopefully, noted. 





$151m, Italy $134m and the United States 
$110m. The more you give, the greater your 
leverage, or that is the theory. 

Zaire is increasingly vulnerable to west- 
ern pressure. The decline of superpower ri- 
valry abolishes the "strategic" case for help- 
ing the president. Portugal seems to have 
taken his former job as chief mediator in the 
Angolan conflict. And western nations are 
growing fussier about human rights. The: 
American State Department has reported 
that freedom of speech, freedom of the press 
and other rights are "substantially circum- 
scribed" in Zaire. - 

The promised changes may be more for 
appearance. than for the people's good. Just 
as economic austerity by-passed the presi- 
dent, so reform will not affect his status. He 
will step down from the leadership of the 
ruling party—hoping no doubt to distance 
himself from an unpopular administration. 
But a new constitution, to be voted on by 
referendum, would: keep. his all-powerful 
place "above all parties" as head of state, 
free of legislative or political restraints. 
Other promised | reforms | include the 





ire of biag nions, and an end to 





: : t 
i IPEDE pst PH IM EN are mas p acre frame rapere MAU MCA PROC Pee REA UH od dos e — 
— — PEE ER RARE ISERNIA A i iaia A AA — y e den vam ette rm imm Avira.) 3 















ES LONDON BUSINESS s SCH C 










information 7 


erinnert Ha IN n 





. management. 






the ne unii international - cee ee 
institute tor Management (RVB) | E 


s are ambitious, already 
Lin me 30- iie age ange 


The 

Dunamics of 

Finance and 

Oft alegu E 25-29 June 1990 
Finance and Financial Management play a crucial 
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implementation. This programme provides an 
opportunity for: 












manay of RA ates wi Ib p sponsorel ed by the 
Organisation for which they work. 


Information: Evenings - 
The next programme runs from October. 1 
1990 to 5 Jule 1991. For those wishing tolearn ~ 
more about the 5 Sloan. Programme, a series of A 
information eveni she a 
current sloa: 
informal b: 


















e environmental scanning to facilitate the 
formulation of strategy for c mpetition and 
cooperation; i 
identification of an ‘ideal’ business portfolio. inthe ic 
context of the Modern Portfolio Theory in Finance; | _ 
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dimensions in transnational organisations; ' 
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Director. — | 
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No Matter How Many Pieces 
Of Luggage You Own, We Guarantee 
You'll Use This Bag The Most. 





$100 says this is the bag you'll use the most! In 
fact, we doubt you'll ever travel without it! 
We're that confident because this new 
patchwork leather bag bv Kluge is a 
traveler's dream. Here's why we can 
make this incredible offer... 


Amazingly Expandable — 
Spacious, Convenient. 
The new leather bag 
by Kluge collapses to fit 
under an airline seat 
with all you need for an 
overnight ... yet ex- 
pands to hold every- 
thing for a week-long 
Stay! It's light as any 
bag you've ever car- 
ried...and elegant, too. 
The exclusive new 
design keeps your 
shirts from crushing, 
your suits neatly 
pressed — all in one 
good looking, light- 
weight carry-on bag. Even 
has separate places for your shoes, dirty laun- 
dry, and toiletries. The ingenious expanding after one year, we'll pay you 
compartments let you replace three standard lug- $100 — and you keep the bag! Just let us 
gage pieces with this amazing new Kluge bag! know. Order the best bag you'll ever use — today! 














Sensational value! Payable in three monthly 
installments of just $45.50 each! 

Our direct-to-you price is just $129. And three 
monthly payments of only $45.50 can be 
charged to your credit card. (The 
total of your payments will 
be $129 plus $7.50 shipping 
and handling, or $136.50*.) 
There are no middlemen. 
No extra markups. This 
new Kluge is an exclusive 
new design available uni- 
quely through this offer. 


No Risk Guarantee. 
Order now! 

Order now at absolutely 
no risk. If you're not com- 
pletely satisfied that the 
new Kluge is everything we 
promise, return it within 30 
days for a full refund. And 
if it’s not the bag you most use 









Unbeatable Features of 
This Exclusive Kluge Bag 


* Wide, padded, detachable 
shoulder strap. 

* Comfortable, padded 
carrying grip. 

* Hardened plastic feet. 

* Three zippered central 
compartments. 

* Long-lasting hardware. 

* Zippered "secret" 
compartments. 

* Easy-to-open outer pouches. 

* Removable shoes and 

toiletries bags. 





















Ingenious expanding compartments expand 
for longer trips, collapse to a compact 
21" x 13" x 8” for overnights. 
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EUROPE 


Germany sets the syllabus for 
the new maths of Europe 


FROM OUR BONN CORRESPONDENT 


FTER six months of haggling, German 
unity is still not in the bag. The two 
German states have indeed cleared away 
most of the obstacles to their planned eco- 
nomic and monetary union. But that leaves 
the way open for foreign policy and security 
problems to rise to the top of the agenda. 
The "two-plus-four" talks between the two 
Germanies and the four wartime victors 
(America, Russia, Britain and France) start 
at foreign ministers' level in Bonn on May 
5th. The fear is that the Russians, alarmed 
by the speed of events in Germany 
and worried at how fast their in- 
fluence in Central Europe is 
evaporating, will use the talks to 
slow things down. 

The hugely confident West 
German chancellor, Mr Helmut 
Kohl, is sure that the two-plus- 
four meetings can reach an accord 
by the autumn. According to his 
schedule, the results would be ac- 
knowledged by a meeting of the 
35-nation Conference on Security 
and Co-operation in Europe 
(CSCE) later in the year, and for- 
mal German unity and an all-Ger- 
man election could then follow 
next year. 

But several hurdles lie ahead. 
Mr Kohl could have helped to re- 
move one of them had he been 
firmer about recognising the 
Oder-Neisse line as Poland's west- 
ern border. The Poles have pro- 
posed that they and the two Ger- 
man states negotiate and initial an 
accord settling the border issue, 
and sign it once Germany is 
united. Mr Kohl has not taken up 
the idea for fear of losing right- 
wing votes, both in state elections in West 
Germany on May 13th (see box on next 
page) and in the West German general elec- 
tion that will probably be held in December. 
As a result the Oder-Neisse issue will loom 
larger in the two-plus-four talks than it need 
have done, and Poland has insisted on being 
there when it is discussed. 

Trickier still will be the core question: 
the security framework for a united Ger- 
many. The western participants are in no 
doubt that a united Germany will be a mem- 


THE ECONOMIST MAY 5 1990 


Just a few details still to be settled 


ber of NATO, even though, according to a 
plan allegedly thought up by the West Ger- 
man foreign minister, Mr Hans-Dietrich 
Genscher, no NATO forces would be de- 
ployed on what is now East German 
territory. 

The non-deployment sop has not been 
enough to placate the Russians. First they 
said that a united Germany must be neutral, 
drawing criticism not just from the West but 
also from the East Europeans, who dislike 
the idea of a Germany rolling loose in the 





middle of Europe. Then the Russians talked 
of a non-aligned Germany (hard to distin- 
guish from a neutral one). Now they suggest 
that Germany should be a member of both 
NATO and the Warsaw pact, pending the ab- 
olition of both alliances and the creation cf 
an ill-defined  "allEuropean security 
system”. 

The conclusion drawn in both Bona 
and East Berlin is that the Russians, stunned 
like most people by what has happened in 
the past ten months, have not yet worked 


out what to do. In some straight talking in — 


Moscow at the end of April the East Ger- 
man prime minister, Mr Lothar de Maiziére, 
urged the Russians to make up their minds. 


He also chided them for trying to bring into ` 


the two-plus-four talks matters which the 
two Germanies reckon are for Germans 
alone to decide, such as the precise constitu- 
tional route to unity. The Germanies have 
agreed on taking the "quick" path to unity 
under Article 23 of the West German con- 
stitution, which allows the East Germans to 
attach themselves to West Germany without 
much ado. The Russians don’t like this. 

The Germans, seeing that Mr Gorba- 
chev is being asked to swallow a lot, are look- 
ing for ways to make the medicine sweeter. 
Some ideas are backed by their allies, some 
are not. 

Economic sweeteners will probably in- 
clude a pledge that a united Ger- 
many will fulfil the long-term con- 
tracts entered into with 
Russians by the East Germans 
(which could raise problems in 
COCOM, the western body that 
vets the transfer of high technol- 
ogy to the communist world). 
West Germany also aims to in- 
crease scientific and technological 
co-operation, and would like to 
see the Soviet Union drawn into 


may help foot some of the bill for 
Soviet troops who stay on in East 


have been doling out 700m Ost- 
marks a year for the 380,000 So- 


viet soldiers on their territory). 


proposes that western defence 
budgets be tapped to help pay for 
housing for Russian troops who 
go home. 


will have to abandon its doctrine 


much farther east; they also want 


NATO, the Germans believe, - 


western economic summit meet- — 
ings. The Germans suggest they — 


One adviser to Mr Genscher even - 


Germany (so far the East Germans — 


of "forward defence”, which looks ~ 
obsolete now the front line is so 


it to cut drastically its short-range nuclear — 


weapons and abandon a successor to the — 


Lance missile (which it probably will do ata = 
NATO meeting this month). At the same ~ 


time they think the role of the csce should 
be strengthened by setting up new bodies, 
including an arms-control checking body 
and an environmentalprotection o 


(both, the Germans suggest, could be sited ` 


in Berlin). All in all, the Germans hope, a ~ 


tempting package for Mr Gorbachev. 


Even assuming everyone accepts this ap- — 
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FROM OUR BONN CORRESPONDENT 


MID all the palaver about German 

unity, keep an ear cocked for the re- 
sults of two West German state elections 
on May 13th. The polls in the states of 
North Rhine-Westphalia and Lower Sax- 
ony may look relatively unimportant; 
but they could make or break Mr Oskar 
Lafontaine, the Social Democrat now re- 
covering from a stabbing attack on April 
25th who hopes to replace Mr Helmut 
Kohl as chancellor. 

So far Mr Kohl has made most of the 
running on the unity issue, thrusting his 
Christian Democrats and their Bavarian 
allies clearly ahead of the Social Demo- 
crats at national level. But the details of 
German economic and monetary union, 
largely settled by the two states on May 
2nd, could change things. 
According to opinion polls, 
most West Germans think 
Mr Kohl is too generous in 
agreeing that almost worth- 
less Ostmarks be changed 
for hard D-marks at a rate 
of one-for-one or one-for- 
two. They fear higher prices 
| andtaxes may result. 
| This could be the big 

chance for Mr Lafontaine, 

who has often criticised Mr 

Kohl for promising goodies 
| from unity but failing to 

mention the size of the bill. 

In North Rhine-Westpha- 


lia, the country's most pop- 





proach (Mrs Thatcher may not be happy to 
subsidise Soviet housing, the Americans 
might not like the Russians in on the eco- 
nomic summits), there are still plenty of de- 
tails to sort out—though some of them 
would be better dealt with at the Vienna 
talks on conventional force cuts in Europe, 
which the Russians have been trying to stall. 
When, for example, will the Russians leave 
eastern Germany (the western allies mumble 
about a period probably not shorter than 
two years and not longer than five)? Must 
the subsuming of a united Germany in 
NATO wait for the last Russian to go? How 
big would the armed forces of a united Ger- 
many be? 

Everyone agrees that NATO must 
change, but when the Germans and their al- 
lies look ahead to the new alliance they are 
not necessarily seeing the same thing. A lot 
of West Germans, including Mr Genscher, 
talk as if an improved CSCE could some day 
become a substitute for today's alliances. 
Not surprisingly, East German ministers, 
who are more than tired of the Warsaw pact 
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Meanwhile, back at the hustings 





Lafontaine on the road to recovery 








ulous state, the Social Democrats need at 
least to match the 52.196 of the vote they 
won there five years ago under their pop- 
ular local leader, Mr Johannes Rau. In 
Lower Saxony a groggy Christian Demo- 
crat-led coalition is hanging on to a one- 
seat parliamentary majority. 

A clear win in both would show that 
the Social Democrats are still in the hunt 
for the general election in December. If 
they slip, Mr Lafontaine will look down 
and nearly out. Small wonder he threw 
himself into both campaigns until the 
knife attack on him last week by a 
woman now in psychiatric care. He is out 
of hospital, but no one is yet sure when 
he will be able to get fully back to his old 


campaigning form. 























and have no affection for NATO, say much 
the same. 

Could the cscE, in any form, offer a 
safeguard against a possibly resurgent Soviet 
Union or prevent conflicts in Eastern Eu- 
rope? America and Britain in particular are 
sceptical. They would like to have a united 
Germany's commitment to the western alli- 
ance clearer before they sign away their re- 
sidual rights as occupying-cum-protecting 
powers in Germany. 

Meanwhile, there are already signs that 
the two-plus-four talks will really be a one- 
plus-four affair. When Mr de Maiziére was 
in Moscow he made much the same points 
as Mr Kohl would have made, and in simi- 
larly trenchant style. Mr Genscher and his 
new East German counterpart, Mr Markus 
Meckel, are already acting like old chums. 
The two-plus-four talks could spin on for 
longer than Mr Kohl would like. But even if 
the Russians do manage to slow things 
down, they will find it hard to hold up Ger- 
man unity for long. 
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Soviet Union 


A rending sound 


FROM OUR MOSCOW CORRESPONDENT 


T SEEMS likelier by the day that Presi- 

dent Mikhail Gorbachev is losing control 
of parts of the Soviet Union. This was al- 
ways a risk with the semi-democratisation 
and devolution of power he has introduced. 
His worry must now be that devolution will 
tip over into disintegration. 

Most obviously, Mr Gorbachev is losing 
control of the secession issue. Hopes of a 
compromise with Lithuania had risen re- 
cently, when Mr Yevgeny Primakov, a mem- 
ber of Mr Gorbachev's presidential council, 
suggested that the Kremlin would be willing 
to start talks with the rebellious republic if 
its declaration of independence on March 
llth were put in a drawer and forgotten 
about for a while. The Lithuanian govern 
ment has now made it clear that the declara- 
tion is non-negotiable. The suggestion this 
week by Lithuania's President Landsbergis 
that the leaders of France and Germany 
might mediate in the dispute does not 
change this. 

One of the aims of Mr Gorbachev's 
blockade of Lithuania was to make other re- 
publics slow down their rush to indepen- 
dence. They have not. Estonia has already 
declared independence on the basis of its 
pre-Soviet constitution. On May 3rd the 
parliament of the neighbouring republic of 
Latvia was expected to do the same. So all 
three Baltic republics are now demanding 
negotiations on a recognition of their inde- 
pendence, and are refusing to accept Mr 
Gorbachev's terms for secession. 

Nationalism is picking up momentum in 
other places too. In Moldavia two leaders of 
the Popular Front have set up a new associa- 
tion which wants closer ties with Romania, 
as a prelude to union with it. In the western 
Ukraine, the stronghold of Ukrainian na- 
tionalism, the local government is now in 
the hands of former dissidents who are re- 
fusing to obey the Communist party's lead- 
ers in the republic's capital, Kiev. 

Mr Gorbachev is also threatened with a 
loss of authority over his means of coercion. 
Although the army, the KGB and the Com- 
munist party are not in open rebellion, all 
three are showing signs of opposition to 
perestroika which will make it harder for 
him to rely on them in crises ahead. 

For the past few years the KGB has been 
quiet under its user-friendly boss, Mr Vladi- 
mir Kryuchkov. But in March, on the eve of 
the opening of the Congress of People's 
Deputies, the country's parliament, the dep- 
uties got a bizarre letter from KGB headquar- 
ters. This reminded them that the security 
service would "act in the interest of the peo- 
ple to defend socialism" . 

In the army, too, which has tolerated 
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ENS iot four years, criticism is now 


being heard. Soviet generals are not yet at- : 
tacking President Gorbachev directly, but 


are doing so indirectly by pouring scorn on 
their liberal critics and by accusing parlia- 
ment of failing to defend military interests. 


In an effort to placate his army critics, Mr 
Gorbachev has promoted the defence minis- 
ter, General ritti Yazov, to o the rank of 


peus dan. 
fair in Red oed on 


munist party. The | large z 


Mr Gorbachev on ` ‘ues sday t ed e" s 00. 


rate Communist party of the Russian repub- 
lic. This is turning into an alliance between 


some of the most extreme opponents of . 


W erestroika and a group called the United 
" Workers’ Front, whose leader seems to be 
intent on trying to behave like Argentina's 
late General Peron. | 

The third element of Mr Gorbachev's 
loss of cóntrol concerns the economy. The 
Soviet Union is starting to look like a patch- 
work of economic fiefs. This is partly what 


happens when you devolve economic au- 
thority in a slump. Some Ukrainian farmers, — 


for example, have said they will not sell 
crops to the state this year because procure- 
ment prices are too low. And the govern- 
ment of Uzbekistan has banned or limited 
the sale of furniture, television sets and fruit 
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Mayday, Mayday — 


O really threatened President 
Mikhail Gorbachev on this week's 
astonishing May Day in Moscow? On the 
face of it, the democrats who, given per- 
mission for the first time to hold an alter- 
native demonstration by the Kremlin's 
walls, carried Soviet flags with the ham- 
mer and sickle cut out, and ungratefully 
booed their benefactor off the stage. 

But wait a minute. Mr Gorbachev left 
the Lenin Mausoleum when the televi- 
sion coverage of the procession was due 
to end. He was clearly annoyed by some 
of the banners (especially “Gorbachev, 
Chief Protector of the Mafia") and just 
before he left the mausoleum a roar of 
welcome went up to greet the entry of a 
phalanx of Lithuanian flags. Yet Mr Gor- 
bachev often shouts rude words at the 
democratic left and then whacks the con- 
servative right. 

Those who booed him were a motley 
bunch—social democrats, liberal demo- 
crats, Christians, anarcho-syndicalists. 








in Leningrad laid m ddundations for a i i 


rana nampanana rtt mmm TTE: 


Not what they expected to hear on M 


and ume (bouak not, so far its main . 
cash crop, cotton) to the rest. of the Soviet 
Union. - 


But disintegration is also a consequence 3 
of the multi-sided nationalist struggle. An — 


extreme instance is the Azerbaijani rail 
blockade of Armenia (9096 of Armenia’s im- 
ports come through Azerbaijan by rail). 
Roughly 100 days have passed since the So- 
viet military occupation of Baku; trains have 





not got through during 60 of them. A less — 





They have little in common — dei: | 
tation of communist foot-draggers. The | 
official march that preceded the demo- 
cratic one was a telling show of the foot- | 


draggers’ continuing power. These peo- | 


ple threaten to restrict Mr Gorbachev's -| 
freedom of action in the vital matter of | 
economic reform. "Put economic reform — 


unions" , said one banner. "Control || 
prices”, said another. Speakers called for 
guarantees against unemployment and a 
referendum about a market economy. 

A few years ago May Day was a matter 
of clockwork ritual and a thousand red 
banners. This year a burly Orthodox | 
priest bearing a huge painted crucifix - | 
strode to Lenin's tomb and bellowed at - 


Mr Gorbachev the traditional Easter 


greeting: ^ ‘Christ is risen, Mikhail 
Sergeevich.” Someone nearby muttered, 
“And we need him.” Hope that Mr Gor- 
bachev is on their side, and does not join 
the users of pereso, | 
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| warlike example i is the Baltic economic: 
operation agreement signed by the th 


| Soviet. version of Poland's Solidarity move- 


‘if enough workers go on strike, that could : 


| Counting 3 bullet 


under the control of the [official] trade] 
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Baltic states on April 12th. They plan to cr 
ate a joint marketing association anda Baltic 
investment bank this year. | 

The unofficial trade-union movement ! 
yet another source of potential chaos. On 
April 29th nearly 1,000 delegates from 
workers' clubs, strike committees and indt 
trial organisations gathered in the Siberia 
mining of town of Ncvokuznetsk to set up. 





ment. This is the culmination of months ¢ 
threatened strikes and widespread rebellio 
against the official ' 'trade unions", to whic 
many workers have. been refusing. to pa 
their union dues. 
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his real disaster. 





















Italy 


FROM QUR ! ROME CORRESPONDENT 


TRAIL of blood has "m 
ing for local elections in Camp ni 
Calibra, two troubled regions in 
south. Here, as in most of Italy, v 
cast their ballots in municipal and re 
elections on May 6th and 7th. But the 
of gunfire has all but drowned out tł 
paign speeches. Nine candidates and 
ing members of municipal and regional 
semblies have been killed in Mafi 
attacks since March. Other candidates 
been shot in the legs, or threatened. 
On April 30th Mr Vincenzo Agrill 
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candidate from Pomigliano d'Arco, just out- 
side Naples, was killed as he stepped out of a 
crowded café in his home town. As often in 
such attacks, police were given little in- 
formation by the many bystanders to help 
them track down the killer. Mr Agrillo was a 
candidate for the tiny Social Democratic 
party, a member of the governing coalition. 
News of his murder made front-page news— 
and unwelcome reading for party leaders 
who have been trying to play down the 
shooting and its ugly implications. 

Reports of collusion between local-gov- 
ernment officials and southern Italy's crimi- 
nal gangs are nothing new. The novelty this 
time seems to be a direct bid by members of 
the Mafia-like Neapolitan Camorra and Ca- 
labrian "Ndrangheta to influence the out- 
come of the vote. Mr Giuseppe 
Santonastaso, a junior transport minister 
from Naples, has said that in his constitu- 
ency the Camorra is fielding its own candi- 
dates. Here, as in Calabria, the gangs are 
fighting for access to government-financed 
public contracts and to the huge sums in 
special aid destined for Italy’s poorer south- 
ern regions. Mr Michele Russo, a trade 
unionist from Caserta, north of Naples, re- 
cently got a bullet in the leg for saying that. 

The government’s response has been 
muted. Mr Giulio Andreotti, Italy's Chris- 
tian Democratic prime minister, acknowl- 
edges a “relatively high crime rate” in some 
parts of Italy, but he dismisses as “exagger- 
ated” charges by the Communist party and 
some hard-pressed police officers that the 
state's writ does not run in Neapolitan and 
Calabrian ganglands. His fellow party mem- 
ber, the interior minister Mr Antonio Gava, 
who is a Neapolitan himself and is in charge 
of police operations, has angrily rejected 
Communist demands that he resign. 

To the dismay of Christian Democratic 
leaders like Mr Andreotti, critics of alleged 
government inaction now include Catholic 
priests and bishops from troubled parishes 
in southern Italy. In Calabria, where priests 


- and bishops have denounced the violent im- 


punity of local gangs, who killed 225 people 
in the region last year, four priests have had 
their cars set on fire. After these and other 
attacks some prominent churchmen have 
been given armed police escorts. 

This brings a lot of unwelcome publicity 
for Italy's government parties, who fear that 
the campaign of violence in the south will 

them votes in northern Italy to regional 
parties. These have been quick to point out 


that although Mr Andreotti's cabinet in- 


cludes nine natives of Campania out of a to- 
tal of 32 ministers, he has been unable to 
impose order in the region. Embarrassingly, 
the press has published the names of gov- 
ernment party candidates in this weekend's 

ion from in and around Naples who 
have been investigated for links with the Ca- 
morra. Several have been convicted. 
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Romania 


Proud to be 
hooligans 


FROM OUR BUCHAREST CORRESPONDENT 


HE folksongs are reminiscent of Wood- 

stock, the 1968 rock festival in America. 
But the sit-down protesters in Bucharest's 
University Square are not there for the mu- 
sic. They want a new government, and they 
do not think they will get one in the election 
that is due on June 20th. 

Over the past two weeks thousands of 
protesters have occupied a main thorough- 
fare in the middle of Bucharest, calling it “a 
zone liberated from  neo-communism". 
Their number varies from a few hundred to 
several thousand. Their main target is Ro- 
mania’s acting president, Mr lon Iliescu. 
They call him a communist in disguise. He 
calls them “hooligans”. Proud of the 
word—Nicolae Ceausescu called protesters 
the same thing—they now sport badges say- 
ing “hooligan”. 

The protesters spend most of their day 
talking politics and listening to speeches or 
music. The hard core are anti-communist 
students who helped overthrow Ceausescu 
last December. Joining them, from time to 
time, are professionals who say they will 
fight "to the end" for freedom and democ- 
racy. One of the best known demonstrators 
is Mr Dumitru Dinca, a former railway me- 
chanic, who led anti-Ceausescu protests in 
Bucharest four months ago. Last week he 


and 30 or so fellows began a 
hunger strike. 

The protesters refuse to 
believe the promises of the Na- 
tional Salvation Front, the 
broad group of ex-commu- 
nists, officers and former dissi- 
dents that dominates Roma- 
nia's interim government. On 
the hustings the NSF de- 
nounces communism and says 
it wants to turn Romania into a 
multi-party democracy with a 
market economy. The Front's 
leaders were all active commu- 
nists, who have stolen Roma- 
nia's revolution, the protesters 
complain. They say the elec- 
tion will be rigged. 

The sit-down strikers are 
getting a lot of attention. Yet 
the NsF has the backing of 
about 6096 of the voters, ac- 
cording to opinion polls, for 
what they are worth. Its core of 
support is among small farmers 
and industrial workers. Plenty 
of people who do not like Mr 
lliescu are still afraid that chaos 
may follow if street protest be- 
comes a habit. 

The main opposition parties, the Na- 
tional Peasants and the Liberals, have 
threatened to pull out of the election if it is 
not postponed. Their campaign workers are 
being bullied, and some have even been 
killed, or ‘so they claim. The government 
says it is ready to discuss any complaints. 
The “hooligans” in University Square are 
unmoved. The problem, they say, is the gov- 
ernment, the answer, another revolution. 





European summit 
The road from 
Dublin to Dublin 


FROM OUR BRUSSELS CORRESPONDENT IN DUBLIN 


HE European Community is back on 

the road to constitutional reform. Meet- 
ing in Dublin last weekend, its leaders gave 
their foreign ministers only two months to 
come up with proposals to make the EC 
more democratic, more efficient and more 
coherent in its foreign policy. 

The foreign ministers will report at the 
next summit, in June, “with a view to a deci- 
sion on the holding of a second inter-gov- 
ernmental conference to work in parallel 
with the conference on economic and mone- 
tary union [EMU]”. Whatever the foreign 
ministers deliver, the second Dublin summit 
is certain to call a constitutional conference 
for December; a majority vote will be 
enough, and ten or 11 countries will be in 
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favour of a December start. — 

Last weekend's summit did not set the 
date for the second conference partly be- 
cause several leaders shared the view of the 
commission's president, Mr Jacques Delors, 
that to do so oe any. preparatory work 
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had ied m many Batre " 
future of their monar- © 
chy anc their 700-year old Parliament. 
Ws For all her stout opposition to the 
“idea of a more federal Europe, Mrs 
Thatcher has spent the past two years — 
sliding cie towards it. At the Madrid - 
summit last June she signed up for the 
principle of an inter-governmental con- 
ference on EMU. Six months later, at 
Strasbourg, she had to agree to a date for 
that conference. Last weekend she swal- 
lowed the idea of a second conference on 
political reform, and accepted that the. 
results of the EMU conference should be 


ratified "before the end of 1992". Ar the 


Local government in Eastern Europe 


Well briefed, but not winning 


next Dublin summit Mrs Thatcher will have 
to bow to a December starting date for the 
conference on institutional reform. 

That conference could overlap with a 
summit of the 35-nation Conference on Se- 


- curity and Co-operation in Europe (CSCE). 
- In Dublin the Community's leaders pro- 


posed that the CSCE summit should be held 


in Paris and that the CSCE process “should 





be developed in new directions". The Rus- 
sians have been saving that the CSCE might 


€ -become the security organisation for the 
fit . whole of Europe. The Community's leaders, 
he. however, also reaffrmed their commitment 
. to "existing s urity: arrangements" (a polite 
e Way a saying NATO without Joe 


Storming the town halls 


East Europe's recent revolutions, like those that brought in the commu- 


nists, started 





"WO weeks after being installed by Civic 
Forum, the new head of Prague's Zizkov 
district talks in grandiose terms about trans- 
forming his poor area into a centre of com- 
merce and culture. In practice, he has little 
idea of his powers, none of where his budget 
will come from and seems unaware that his 
district may be reorganised out of existence 
within six months. As East Europeans grap- 
ple with the concept of parliamentary de- 
mocracy, they find it hard to think about 
change in local government. _ 

But in Poland a new local-government 
system is being developed at breakneck 
speed. As elsewhere in Eastern Europe, 
there is an urgent desire in Poland to oust 
local communists before they walk off with 
the town-hall silver, by selling assets to 
themselves at token prices. Unlike its neigh- 
bours, Poland is using early elections, on 





from the centre. As 
nomenklatura are ousted from town halls, their successors hope to win 
more power for local government. Our special correspondent reports 


they spread outwards, and the 


May 27th, to help reconstruct councils. 
Under the old rules, the communist-run 
local authorities had no budgets of their 
own. They were simply given their orders. 
Their job was to be the local agents of cen- 
tral power, not servants of their local com- 
munity. Earlier this year a package of laws 
redefining local government's structure, 
responsibilities, powers and electoral system 
was rushed through the Sejm, Poland's 
largely non-communist parliament. The new 
laws give local authorities greater indepen- 
dence, although they may have to wait a 
while before they get their hands on their 
own budgets. In Czechoslovakia, by com 
trast, serious reform is unlikely to begin un 
til after local elections, which will probably 


. not be held until October. 


The Polish reforms are being steered by 
Mr Jerzy Regulski, a university professor 








E and especia ly 1 
The summit also app 
the European Commission. sugg 
East Germany should be fit 
Community in two stages. Stage 
run from German monetary union 
mer until full constitutional union 
two would continue until East German 
tory no longer needed special exemy 
from EC rules. During stage one t 
Germanies would consult the Comm 
and, where relevant, involve it in the m 
ing of new laws for East Germany. But 
posal by Mr Delors that the Comm 
should give East Germany special aic 
stage one as a “signal of fraternity an 
darity" was spiked on objections 
Mrs Thatcher: So d 
costs of unification 
West Germany, althougl 
will be eligible for help fror 
aid schemes for Eastern Europe 
This did not spoil the day for 
Germany's chancellor, Mr Helmut Ko 
Beaming, he said after the summit: d 
there could be no more doubts abx 
Germany's commitment to the Commu: 
nity. He then called for more powers fo 
the Brussels commission and for the Eu 
ropean Parliament, and proposed that 
the Euro-mps elect the commissions 
president. So long as Mr Kohl remains 
such a Euro-enthusiast and leading th 
team, there is little that Passenger 
Thatcher can do except hang-on an 
plead with him to slow down, => 






































































who was already drawing up models for lo 
self-government when Solidarity was 
banned. But it remains to be seen whethe 
new legal framework will create genuine seli 
government in which people feel they h: 
influence. Poland's plunge towards local di 
mocracy has revealed some of the prob e 
that other East European countries wi 

to tackle. | 


Poll of Poles 





organised force, “civic committees 
of Solidarity, have been the focus 
activism in Poland. Their headqu 
thronged with residents, mainly 
complaints about the activities of 
munist officials who are still nomina 
charge. The civic committees will fiel 
didates in the local elections. Mosto 
candidates, with Solidarity's name 
them and no major party to rival ¢ 
bound to win. 
But after the election and the final ol 
ing of the nomenklatura, what next? 
ther Solidarity nor the civic committees 
tend to be political parties. Poles, everyc 
says, mistrust the very concept of. ap 
like many other East Europeans for w 
"the party" has meant, successively, 
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and communists. But if the civic committees 
are not replaced by competing parties, vot- 
ers could end up with the same lack of real 
choice as under communist rule. 

Not all choices need to be organised by 
parties. [n rural areas voters are expected to 
choose between candidates on their per- 
sonal merits. In Britain until about 20 years 
ago local government was dominated by 
such independents. The Polish system al- 
lows partisan or non-partisan contests. Dis- 
tricts with fewer than 40,000 voters will be 
single-member constituencies; bigger, urban 
districts will have proportional representa- 
tion, based on party lists. 

Even in the anonymity of the cities 
there are attempts to build direct links be- 
tween voters and local politicians. Neigh- 
bourhood committees based on housing es- 
tates have, in theory, become more 
democratic, and could play a role in choos- 
ing candidates and calling them to account. 
On Warsaw's giant housing estates that 
sounds a pious hope, but illustrates a change 
in the focus of politics. The communists and 
Solidarity have both in the past based their 
activity largely on the workplace, not the lo- 
cal community. 

Some Poles are already learning the new 
party game. [n Poland's second city, Lodz, a 
messy two-party contest is emerging. The 
civic committees are being challenged by an 
alliance of small political groups that are 
roughly right-of-centre-nationalist in tone. 
Both sides have links with Solidarity and are 
trying to use its name. The vagueness of 
their doctrinal differences is compensated 
for by the vigour of their animosity. The 
civic committees accuse the alliance of 
breaking up their meetings. An alliance 
spokesman denies this: "There is nothing 
that goes beyond a normal election fight. | 
spent five years in a communist jail to see 
this kind of democracy." Certainly a local 
activist from London or Paris would feel at 
home in the argumentative pettiness of Lodz 
politics. 


Where experience is suspect 


- The hardest part will come after the elec- 


tions. In both Poland and Czechoslovakia 
the desire to get rid of incompetent 
placemen is having to be reconciled with the 
dearth of experience of local administration 
outside the nomenklatura. Poles are trying 
to get around this by using western help to 
train a new army of officials and councillors 
and accountants. But with about 200,000 
councillors and officials to train, this will all 
take time. 

In Czechoslovakia, where the commu- 
nists still claim Im members in a population 
of 15m, it is accepted that many may have to 
continue as officials for some time. But Civic 
Forum is trying to establish a system based 
more on merit. Shortlists for some local gov- 
ernment jobs will in future be drawn up with 
candidates' names concealed, and final se- 
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Awaiting new instructions from the town hall | 


lection meetings will be open to the public. 

But once the new councillors and bu- 
reaucrats have moved into the town halls, 
how much power will they really have? Mr 
Regulski points out that under his new laws, 
local officials will be answerable only to the 
elected councils, not to higher tiers of gov- 
ernment, and local councils will for the first 
time have real budgets. But in their enthusi- 
asm for this formal autonomy, Polish re- 
formers have thought little about how the 
money will be raised. In particular, they 
seem hazy about the role of subsidies from 
central to local government, which do so 
much to limit local-government indepen- 
dence in the West. 

Until Poland rewrites its tax system, in 
1991, the issue of local-government revenue 
will remain academic. There is a common as- 
sumption that local autonomy will mean re- 
lying largely on local taxes. But even in the 
United States, where local powers are jeal- 
ously guarded, widespread redistributive 
subsidies are accepted as necessary. lt is a 
sign of the changing times that in Poland su- 
pervision of councils has been handed from 
the Ministry of the Interior to the Ministry 
of Finance. 

Then there is the question of how local 
to make local government. Poland, Czecho- 
slovakia and Hungary all want to get rid of 
or severely curb the regional tier of govern- 
ment. The reason is simple: in the old hi- 
erarchical order, regional bosses inflicted 
the wishes of central government on the dis- 
tricts. The municipality will now become the 
most important unit. 

But as in Britain, local-government 
reorganisation causes endless bickering. In 
Warsaw the structure of city government 
has been the main local issue. Poland's Sen- 
ate proposed a Greater Warsaw council, but 
the local civic committees objected, feeling 
they would have a stronger role if power 


were kept in their districts, with co-opera- 
tion to provide common services. The prime 
minister, who had the final say, sided with 
the districts. 

Still more controversial, though, is the 
issue of council powers. The Polish govern- 
ment has decided not to limit councils to be- 
ing service providers and regulators, but to 
give them the power to own businesses. It 
fears that there is simply not enough private 
capital around to provide the investment 
that is needed to regenerate the economy. 
But critics fear that state monopolies may 
simply be replaced with municipal monopo- 
lies, and that involvement in business will 
compromise councils' neutrality as regula- 
tors and invite corruption. 


The limits of localism 


The reverse side of the local-autonomy coin 
is the danger of excessive parochialism. In 
Bialystok local authorities recently went t 
court to stop the state railway from trans- 
porting chlorine through the city after a 
spillage. In Konstancin, a suburb of Warsaw, 
protesters have forced the council to remove 
AIDS victims from a local hospital. The civic 
committee promises to reverse the decision 
after the local elections, but knows that this 
commitment could lose it votes. 

Underlying all this is uncertainty over 
how far the idea of government from the 
grass roots can be taken. People power is 
proving an excellent way of getting rid of the 
nomenklatura; using it to run government is 
a lot harder. But the task of ousting the com- 
munists has brought new people into poli- 
tics. Such activists may want to keep things 
as local as possible, until, of course, they dis- 
cover the disadvantages. Even Mr Regulski 
admits that the shape of local government in 
Poland is likely to change more than once 
over the next few years. 
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We are no longer oceans apart. 
Barriers in time, place and the free 
flow of information continue to 
come down. The economic 
integration of Europe is creating 
a wave of financial opportunities. 

Merrill Lynch, as always, is in a 
unique position to help our clients 
take advantage of these oppor 
tunities. The breadth of our 
resources and the depth of our 
market knowledge span the gulf 
between nations, providing both 
issuers and investors access to the 
capital markets inside and outside 
Europe, 24 hours a day. 

For years Merrill Lynch has been 
at home in the major capitals of 
the world. With 27 offices in 16 
countries throughout Europe and 
the Middle East, our commitment 
to this region for over 30 years is 
supported by our vast distribution 


network and integrated technological 


capabilities. This allows us to act 
swiftly and efficiently on behalf 
of our clients. 

Whether it be a private banker in 
Switzerland, an investment banker 
in France, or our trading desks 
in London, our dedicated team of 
professionals provides expert 
financial advice and a full range of 


products and services to individuals, 
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institutions, corporations and 
governments. 

Nowhere is this more evident 
than in the significant transactions 
Merrill Lynch Capital Markets has 
recently completed. These include 
the acquisition of Holiday Corp. by 


Bass, a $2.3 billion deal representing 


the largest hotel M&A transaction 
ever; assistance to Rhóne-Poulenc 
in accessing the capital markets of 
Japan and North America for crucial 
offerings of perpetual capital; and 
opening up the U.5. preference 
share market for BET, The Royal 
Bank of Scotland, Barclays Bank, 
and Allied Irish Banks. 

We are confident that whenever 
opportunities arise in the decade 
ahead, no place will be too remote, 
no transaction too complex for 
Merrill Lynch. And nothing thats in 
the best interests of our clients will 
be an ocean away. 


Offices in Amsterdam, Athens, Beirut, Berlin, 


Brussels, Dubai, Düsseldorf, Frankfurt 
Geneva, Hamburg, Jersey, Kuwait, London, 
Lugano, Luxembourg, Madrid, Manama, 
Milan, Monte Carlo, Munich, Parts, Rome. 
Stuttgart, Vienna and Zurich 


Merrill Lynch 


A tradition of trust. 
























































Introducing the German bank that makes international 
finance plain sailing: WestLB. 


An experienced 
wholesale bank, 
WestLB is your 
reliable partner for 
international 


finance. 


20 years of experi- 


ence in Corporate 
Finance, the solidity 


of a state bank and 
the leading role 
played by WestLB. 
On this sound 
foundation, WestLB 
successfully 
combines classical 
products with inno- 
vative solutions, 
applying the right 


mix of state-of-the- 
art technology and 
personal creativity. 
That's why WestLB 
rightfully belongs 
at the top of your 
shortlist — from 
Corporate Finance 
and Investment 
Banking to Treasury. 


And with a global 
network stretching 
from Düsseldorf to 
New York and from 
Tokyo to Landon, 
WestLB is perfectly 
positioned to set 
your international 
finance operations 
on the right course. 





Head Office: Düsseidar 


Beijing. Hong Kong. London. 
Luxembourg. Madrid, 
Meibourae, Milan, Moscow, 
New York, Osaka, Paris, 

Rio de Janeiro, Tokyo, Toronto. 
Zutich. 





StLB 


The Westdeutsche Landesbank 
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In triumph, in flux 


éé E WILL bury vou", blustered Nikita Khru- 
shchev to Richard Nixon in 1959. He did 
not mean with bombs. Khrushchev really believed 
that communism was better than capitalism at pro- 
ducing income and wealth. Some westerners agreed, 
and others joined them two years later when Yuri 
Gagarin, the son of a Smolensk peasant, blasted off 
into space. If communism could build his satellite, 
no doubt it would romp through the humdrum 
manufacture of shoes and sausages and soap. 

Less than 30 years later, such views seem ab- 
surd. People queue for soap in the Moscow streets; 
for many, sausages are just a taunting memory. The 
people of Eastern Europe are rushing away from 
communism, and most of their leaders are ready to 
replace it with some sort of capitalism. There has 
indeed been a burial—of a communist corpse. 

History has produced many great clashes of eco- 
nomic doctrine, but never one as momentous as 
that between capitalism and communism. Nor has 
any victory been so sudden and conclusive. More, 
the 1980s saw not just the collapse of communism in 
the east but, within western countries, the revival of 
capitalism too. Ten years ago it was easy to be 
gloomy about capitalist economies. They were all 
heading into recession, with unemployment starting 
to double while inflation rates moved above 10%. 
But many voters were turning to political leaders 
who wanted to give private business its head. For a 
whole decade the prevailing rhetoric said that it was 
businessmen, not politicians and bureaucrats, who 
would provide remedies for economic woes. 

In many ways the businessmen did a fine job. 
Unemployment came down, and so did inflation. 
Companies produced a cornucopia of new prod- 
ucts. Some of their chairmen became folk heroes. 
Applications to business schools soared. University 
students could hardly wait to swap their jeans for 
dark suits. The culture of capitalism was back, well 
before the collapse of its rival. 

Against such a background it may seem impo- 
lite, even unnecessary, to inquire about capitalism's 
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future. After all, the most celebrated journal article 
published in America last year was called "The end 
of history?". Its thesis was that capitalism-plus-de- 
mocracy will resolve all of mankind’s future difficul- 
ties. Apart from people whose temperament re- 
quires them to have an enemy or a threat in their 
midst, everybody else could find that message im- 
mensely reassuring. 

On reflection, though, complacency is not in 
order. As with a victorious country, any idea that 
has triumphed is usually prone to exaggerated 
expectations and therefore to producing disap- 
pointment. Anyway, beating an opponent as ar- 
thritic and flabby as communism hardly constitutes 
a true test: in boxing it would be called bum-a- 
month tactics, which always end in tears. 


Cosmetics through to vitals 


At different levels capitalism faces some awkward 
tests. One lot is familiar, and mainly cosmetic: in 
rich countries the love affair wita business is start- 
ing to cool. Americans who once revered Mr Lee 
lacocca for turning round Chrysler are now just as 
likely to think of Mr Ivan Boesky or Mr Michael 
Milken as personifying their capitalism. When the 
Japanese learnt about the goings-on at Recruit, they 
disliked the company's behaviour almost as much as 
that of the politicians it was bribing. Australians 
who once cheered Mr Alan Bond and assorted 
other buccaneers now wonder at their recklessness. 

A backlash against business is underway. It is 
not a life-threatening revolt; it has happened before. 
But it means that company chairmen will have to 
win a favourable image, not merely assume one is 
there. This backlash will be linked to other cosmetic 
demands on companies: to be seen to be nice to the 
environment, to "develop" the third world without 
"exploiting" it. 

If those were the only difficulties that capitalism 
faced, most companies would simply double the size 
of their PR departments and wait for the popular 
mood to swing back in their favour. But image- 





While all eyes 
have been on 
communism ’s 
collapse, 
capitalism has 
started a 
revolution of its 
own. A view 
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ing shortage of both capital and 
` countries savings are > shrinking as a 
proportion of gross national prod- 
ucts, and thus causing the real rate 
of interest to double from 2-22% 
. in the 1960s and 1970s to 4-596 
. now. Of labour, because the rich 


. countries are about to face a sud- 


worry that nominal interest rates 
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cies. ; that bothers his successors.” 


to do more and more. The belief that economic 


growth would power on regardless was the domi- . 
nant political assumption of the 1960s. Govern- 


ments kept increasing their spending and borrow- 
ing, their taxing and regulating. They barely paused 
to notice that they were overloading the private sec- 
tors of their economies, until inflation rose to intol- 
erable heights and unemployment with it. 

That mentality, it is often said, has been killed 

by the Reagan-Thatcher decade. Not so. It was cer- 
tainly out-talked, but that is hardly the same thing. 
The true test is what governments did, and particu- 
larly what they spent. Despite the rhetoric of the 
1980s, public expenditure in the seven largest OECD 
economies did not fall as a proportion of GDP (see 
chart 1). The ratio was almost one-tenth higher in 
,1989 than in 1976. If the best that Reagan-Thatcher 
could manage was a state bigger than Carter-Wil- 
son's, the 1980s were more like a pause than a 
revolution. 

Particularly as, colina ahead, the pressures are 
going to be for more spending, not less. In every 
OECD country the population is aging, which means 
larger bills for pensions and healthcare. In some 
countries, particularly America and Britain, the 
public infrastructure—roads, bridges, sewers, pris- 
ons, as well as schools and hospitals—is old and 
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many politicians. Certainly Pis will be 
defence spending, so long as East-West tensions 
keep fading. But the figures do not justify the free- 
lunch euphoria of those who favour more and big- 
ger civilian programmes. 

-Taking the example of America, its defence 
spending is equivalent to 6% of GNP. Even if that 
proportion were halved by the end of the century, 
the reductions would be exceeded by the extra 
spending needed on infrastructure (building up to 
2-3% of GNP) and pensions and healthcare for the 
old (1-296 of GNP). And that ignores the ambitions 
of those politicians who want to spend more on edu- 
cation, the homeless, the environment, etc. It also, 


;- small point, ignores the federal budget deficit, that 

~. unmistakable symptom of a dishonest political cul- 
ture. When politicians agree to spending but shy 
away from taxes, they shift the bills to the next gen- 
< eration. They are acknowledging that the economy 
. . Even as mature economies are facing shortages - 
of capital and labour, they are also being expected - 


is already overloaded, but are making its burden 
even heavier tomorrow. 


If firms grow faster 


A backlash against business; the power of pressure 


groups; the politicians’ desire to spend and their re- 
luctance to tax: few of these issues are new, and all 


bear witness to the continuing inability of most ma- 


ture democracies to find satisfactory solutions to 
them. Overloading the private sector seems to be 
the inevitable tendency of modern political econ- 
omy. When that tendency produces a Reagan- 
Thatcher kind of revolt, modern political econo- 
mists start recommending lower taxes, less red tape 
and fewer subsidies. They call these measures “mi- 
croeconomic’”’, and argue that the private sector will 
grow faster as a result. 

Their prescription is right, their linguas: is 
loose. The proper "micro" in microeconomics is the 
individual firm. How well it does, multiplied by 
thousands and millions of times, determines how 
well the economy does. Of course a firm's perfor- 
mance is affected by government policies—taxes, 
red tape, the educational system and so on. But it is 
also affected, far more than policymakers realise, by 
the attitudes and behaviour of its owners and staff. 
That, at root, is what explains the economic failure 
of communism. Communists decreed that the state 
owned the companies, so it would decide what each 
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of half-finished tractors and surpluses of size 15 
shoes (left ones only), of empty shelves and queues 
for bread, and so eventually on to revolution. 
Capitalism, starting from the wholly different 
premise of privat tship, has produced wholly 
i re are many varieties of cap- 
des ns are going to 
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America and Britain have invested less, grown more 








"T USED to be so simple. Between roughly 1850 
and 1880 the capitalist system developed some 
clear categories of people and the things they did. 
There were workers, managers, shareholders, credi- 
tors, customers, entrepreneurs. Shareholders, credi- 
tors and workers provided the vital inputs of capital 
and labour. Shareholders employed managers to or- 
ganise these inputs to produce outputs, the goods 
and services that they sold to their customers. The 
entrepreneurs buzzed around, full of ideas for new 
companies or new products. Then as now, it was 
hard to define an entrepreneur, but you knew one 
when you saw one. 

These clear-cut categories produced clear-cut 
answers to the age-old question of who gets what? 
Workers were paid a wage, managers a salary, credi- 
tors some interest. Shareholders got the rest, which 
was sometimes a lot and sometimes nothing, taking 
it out of the company as dividends or reinvesting it 
there. Successful entrepreneurs— Carnegie and 
Rockefeller in America, Krupp in Germany, 
Pilkington in England, Mitsui in Japan—became 
immensely rich. Nobody doubted who owned the 
typical capitalist company. The shareholders did, 
and they could do pretty much as they liked. 

These simple certainties have long since given 
way to all sorts of complexities. Now workers want a 
say in management, and a slice of the profits. Man- 
agers want to own shares. Many people want their 
own companies, in which they are manager, share- 
holder and worker all in one. None of these de- 
mands is unnatural; they all reflect a world in which 
people are richer, better educated, more confident, 
and praise be for all that. But the demands are run- 
ning up against other features of mature capitalism, 
which puts great pressure on the linchpin of the 
whole system: the way businesses are financed. 


The lure of tradable equity 


The Carnegie-Rockefeller phase of capitalism did 
not last for long, and its demise is commonly attrib- 
uted to politics. More people were getting the vote. 
Governments could no longer. allow a small minor- 


did. From that fatal arrogance flowed the honsenses is iuh. and Leer dins tofitablé than - 


Whose firm, whose money? 


and, to a lesser extent, West Germa 
those American and British managers did so badly? 
And why did their owners let them get away with it? 

Those are questions that go to the heart of the 
capitalist system, where ownership and control 
meet. There are big differences between the Anglo- 
Saxon model of capitalism and that of, say, Japan or 
West Germany. That does not make their varieties 
of capitalism the only explanation for the contrast 
in their economic performance; but they are a much 
neglected-one. And, which is of great significance 
for the future, Japan and West Germany are cur- 
rently moving down the Anglo-Saxon road. They 
will find, perhaps to their surprise. that the Ameri- 
cans and British are unhappy with that road, and 
increasingly keen to turn off it. | 

This survey tries to establish just why diat 
should be so, and what will happen next. 


ity of rich men ane power, especially if that 
power was being used to set up trusts and other 
quasi-monopolies. So in came antitrust laws, fac- 
tories acts, laws promoting trade unions, and so on. 


All these factors played a part in changing cap 


italism. But another big agent of change had noth- 
ing to do with politics. It owed its development al- 
most entirely to the desire of rich men to make their 
wealth more marketable, more liquid. It was the 
publicly quoted company, which issued shares that 
could then be bought and sold on a stock exchange. 
Together with the earlier introduction of limited li- 
ability, it was what transformed Anglo-Saxon cap- 
italism at the turn of the century into a system that 
is recognisably the same today. 

Stock exchanges had been around a lot longer, 
of course—in London since 1773, in New York 
since 1792—but they had dealt mainly in govern- 
ment securities and the shares of railway companies. 
Then, in the closing decades of the last century, 
manufacturers and retailers came to market. In 


America the number of industrial firms with issued — | 


shares rose from 30 in 1893 to 170 in 1897; in Brit- 
ain the rise was from 60 in 1887 to almost 600 in 
1907. The habit was convenient, and catching. 

Now run ahead to the 1980s. Stockmarkets 
were springing up in the most improbable places, 
and the established markets had ballooned. By the 
end of last year the market capitalisation of the equi- 
ties traded on the London stock exchange was 
equivalent to 100% of Britain's cpp. For the world's 
ten largest markets, their capitalisation was equal to 
73% of the combined GDrs of their countries (see 
chart 3 on next page). 

All that is impressive: anything that grows as 
fast as stockmarkets have in the past century must 
have been a success, both for sellers and for buyers. 
And yet some of the most striking recent changes in 
Anglo-Saxon stockmarkets tell of failure. 

e Private placements. A growing number of com- 
panies that wish to raise capital do so not through 
the classic technique of a rights issue to the public, 
but by placing their extra shares privately with se- 
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tec s.In America the amount Saeed that 
way i in 1988 was worth $200 billion. 
e The decline of the private investor. The indi 
vidual who owns shares directly is becoming in- 
creasingly rare. American private investors reduced 
the net value of their equity holdings by around 
$550 billion between the end of 1983 and the end of 
1989, equivalent to 4096 of their portfolios in 1983. 
Over the same period the decline for investing Brit- 
ons was £17 billion ($26 billion), 3296 of their 1983 
holdings. Were these trends to continue, the last 
American to own shares directly would sell his last 
one in the year 2003. 
€ Buy-outs. cide the purchase of business di 
visions, the number of buy-outs in America rose 
from an annual average of 75 in 1979-81 to 190 in 
1986-88, and the value of each has soared (see chart 
4). In Britain last year there were 500 buy-outs, up 
1096 on 1988; their value, at £7.5 billion ($12.2 bil- 
lion), was 50% up. Almost all buy-outs involve: 
e Switching from equity to debt. Buyers round 
up money from bank loans or by i issuing bonds (of- 


ten to banks), and pay off the equity holders. Some 


of the new investors get an equity stake; most don’t. 
The growth of America’s junk-bond market aver- 
aged 26% a year between 1985 and 1989. 

These changes will come up again in this survey. 
For now, they serve as a simple but essential warn- 
ing: in America and Britain during the 1980s, some- 
thing went wrong with the standard system in which 
equity is king and the stock exchange its court. 


From proprietors to punters 

At their best, stockmarkets have many merits: con- 
venience, liquidity, unambiguous prices, low deal- 
ing costs. Yet there is another side to them. It has 
little to do with the drawbacks that are usually at- 
tributed to stockmarkets—their periodic volatility, 
their indifference to “real values” (whatever those 
may be), their gullibiliry. These alleged defects are, 
at most, symptoms of a much deeper malaise, which 
began with the introduction of publicly traded 
shares and has grown ever since: the ene in the 
meaning of ownership. 

To hold equity in a company is to own part of it: 
that is a legal axiom which has changed hardly at all 
in more than 100 years. Behind the legal front, how- 
ever, the functional reality of equity has been trans- 
formed, To shareholders in a typical public com- 
pany in America or Britain-—call it Anglo-Saxon 
Inc—a share is now little more than a betting slip. It 
is bought at what a shareholder 
thinks are good odds, to provide 
winnings that he hopes will be 
large. The notion that he owns part 
of Anglo-Saxon Inc makes as much 
sense to him as it would for the av- 
erage gambler to imagine that he 
owns part of Lucky Lady, running 
in the 2.30 tomorrow afternoon. A 
title deed to a house tells an Ameri- 
can ot Briton what he knows in- 
stinctively: that he owns the place, 
and must care for it. A share certifi- 
cate tells him nothing more than 
that he has the right to a dividend 
and the chance to make some cash. 


This reality has grown partly - 


















because of the growth of institutional investors. Mil- 
lions of people pour money into pension funds, in- 
surance companies and unit trusts (mutual funds). 
In Britain these bodies received £26 billion in 1988, 


more than the entire GNP of New Zealand. In Amer- 


ica the inflow was $225 billion, in relative terms 
slightly more than the British figure. Both have 
grown massively (see chart 5). Not all the money 
goes into equities, of course. The proportion varies 
from year to year, but roughly half of institutional 
inflows are put into equities. 

The institutions’ holdings then grow with stag- 
gering speed. Today America’s public-pension 
funds account for one-quarter of all institutional 
holdings in America—and for 10% of the value of 
all publicly quoted shares. Their most notable con- 
tribution to corporate governance has been to pull 
many companies out of South Africa. That may or 
may not be a desirable political goal, but it is low on 
any list of commercial priorities. 

Institutional saving has grown for powerful rea- 
sons. Governments encourage it with tax breaks. 
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Savers find it convenient, and they like to think 
their money is being looked after by expert stew- 
ards. The issue, however, is not whether this stew- 
ardship system is good or bad, but whether it has 
anything to do with the ownership of companies. 
There are three questions worth putting to profes- 
sional money managers in America and Britain. 
When they buy a slice of Anglo-Saxon Inc, do they 
think of themselves as a part-owner? Or are they 
placing a bet on tomorrow's race? Or, which is in- 
creasingly the case, have they bought the shares 
only because the company is a constituent of a par- 
ticular stockmarket index which they are tracking? 

The answers are usually revealing. Few think of 
themselves as owners, and they tend to be older 
than the rest. If the trend continues, every one of 
the next generation of British and American money 
managers will be punter-capitalists. Yet they usually 
have good, rational reasons for becoming punters. 
They are there to maximise the returns on the sav- 
ings entrusted to them. 

At this point, one school of critics says 

Ah, but that means only this year's returns, or this quar- 
ter's. Are you so short-sighted that you can't see the 
need to be involved in the long-term health of the com- 
panies you invest in? 
To most money managers, that question is purely 
rhetorical. It misses what for them is the vital point: 
even if an institution wanted to influence the long 
term, it couldn't. The standard arrangements for ex- 
ercising influence in Anglo-Saxon Inc—attending 
annual meetings, voting on resolutions put before 
shareholders—are simply too weak and the incen- 
tive to use them too small. 

The dilemma is obvious. Money managers with 
holdings in scores of companies cannot really know 
the details of each of those firms. They cannot use 
their smallish stakes to exert real influence over the 
affairs of any of the companies. They cannot easily 
persuade other institutions to join them so as to en- 
hance their influence, because (a) they are all too 
busy managing their betting slips and (b) not every- 
body has the same view on how to improve a com- 
pany's performance. So the typical money managers 
prefer to register unease about a company by selling 
its shares. Selling is quick, cheap and convenient. 
Above all, it releases money for betting on other 
shares that look more promising. 

These attitudes are shared, in varying degrees, 
by most individual shareholders in Anglo-Saxon 
Inc. They too feel uninvolved in its affairs, and pow- 
erless to affect its future. It is wrong, therefore, to 
brand all institutions as bad and all individuals as 
good. What is wrong with the British and American 
system is that far too many shareholders, both insti- 
tutional and individual, do not behave like owners. 
As this survey will show, that abdication is not inev- 
itable: other countries do things differently. 


When takeovers loom 


One consequence of punter-capitalism is that share- 
holders, detached and uninterested for most of the 
time, suddenly matter enormously if their company 
is being bid for. During a takeover they are wooed 
by both sides, advised by bankers and pundits, 
promised a glowing future and mighty dividends if 
only they will/won't accept the bid. For personal 
shareholders and institutions with small stakes, the 
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betting-slip mentality is never more active than dur- 
ing a takeover battle. This is particularly true of 
"arbs"—the arbitrageurs who buy shares for just a 
few days or weeks, hoping to make a quick turn. 
Perhaps a rival bidder will emerge; even without 
one, perhaps the bidder will have to raise its offer. 
The suspense is like waiting for a stewards' inquiry: 
the verdict could go either way, but meanwhile hold 
on to your slip. 

For some institutional shareholders, however, 
the position is different. Their stakes may be big 
enough to tip the balance in a takeover battle. They 
are made more aware of the real issues facing Anglo- 
Saxon Inc, not least because the Lid itself has con- 
centrated their minds. They are told by the bidder 
of alternative strategies, synergies, new products 
and much else. In theory, they could behave like the 
owner of, say, a pedigree puppy, concerned to en- 
sure that it was sold to the person most likely to 
cherish it and school it on to win at Cruft's. In fact, 
they don't. In some contested takeovers it is the ar- 
bitrageurs who have got enough shares to decide the 
outcome—and, of all shareholders, they are least 
likely to behave like a dog-breeder. They probably 
bought their shares only weeks before. They are not 
interested in considering rival corporate strategies 
for the next decade. They want their turn, and 
quickly. 

The position is not much different even for an 
institution that has held a large stake for a long 
time. À money manager may have strong reasons 
for trying to push up the bid price; at a certain stage 
he has even stronger reasons for accepting it. He will 
be contemplating a sizeable capital gain, which, 
once it is in the bag, will be good for his reputation 
and his bonus. And if he holds out to the point 
where the bid collapses and the price with it, he 
could be in breach of his fiduciary duty to his cli- 
ents. He sells, and from his point of view he is right 
to do so. Only rarely is a bid defeated by arguments 
over future corporate strategy. Pilkington, a British 
glassmaker, was one of the exceptions, when share- 
holders refused to sell to BTR in 1986. 

It is time to leave the New York and London 
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Spectators, just spectators 






































































holders : chether ie be individuals, money man- 
agers or arbitrageurs—to take a betting-slip view of 
their portfolios. None of them has any obvious in- 
centive to behave like the owner of a company, nor 
any effective way to do so. 

All of which begs a ree question: who. does act 


N THE face of it, the boardroom seems a 

’ promising place for pinning down the identity 
of a company’s owners. The directors oversee the 
firm’s activities. They appoint its top managers, or 
anyway approve such appointments. A group of 
non-executives sets the managers’ pay. The direc- 
tors are legally liable for certain losses that the com- 
pany may incur, and for certain misdemeanours, 
perhaps even crimes, that it may commit. They are 
therefore much closer to a company than the bulk 
of its shareholders are. Yet they are elected by the 
shareholders, and a few may even, via foundations 
and the like, speak directly for some of the equity. 
Directors represent the company’s de jure owners, 
they are close to its de facto realities: surely they are 
the ones to fill the vacuum of ownership? 

That is an attractive argument. It certainly ap- 
peals to the Bank of England and various financial 
institutions in Britain, They urge public companies 
to have more and better outsiders on the board; 
they have even set up a body to canvass suitable 
names and then offer them around. It is also the 
argument which underlies the American preference 
for overwhelmingly non-executive boards. 

It is an argument, though, with huge flaws. For a 
start, directors of Anglo-Saxon Inc are usually exec- 
utives in other companies. One recent American 
study found that 63% of all the outside directors on 
the boards of America’s 1,000 largest companies are 
chief executives of other firms. In one way, this is a 
good thing: because directors have experience of 
running a business, their outside advice is likely to 
be useful to any insiders sitting round the table. But 
the usefulness gained from running a firm leads 
non-executive directors to think more like manag- 


Ownership versus 
control has long 
been a tricky issue. 

It’s getting trickier 


herican study: 


More and more: people are coming to 
— the realisation that the shareholders 
. are really a bunch of 26-year-olds sit- 
-ting behind their trading desks, and 
that the people who have the best in- 
| tetestc ofi eaa andi its employ- 
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il. was on the board of one 

; ..'éompany . asl won't say which be- 
cause | made a lot of money with it. 


“They used to have board meetings at 
eight in. the morning out in Cleve- 
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y quite rational for most due d. 
the 1980s, because the Anglo-American. stockmark- 


ers than shareholders. This leads them to agree with — 


Mr Carl Icahn, who will re- 


et has created a vacuum at the heart of capitalism. 
The search for an alternative answer must therefore 
move away from the stockmarket and into the world 
of managers and workers, stopping first in the 
boardroom to meet the directors. 





From the bridge to the boiler room 


land. Here’s what goes on. Literally, half the board is 
dozing off. The other half is reading the Wall Street 
Journal. And then they put slides up a lot and nobody 
can understand the slides and when it gets dark they all 
doze off. The chief executive officer at that time was a 
very intimidating sort of guy. A big, tall guy, strong 
personality, and he was in control of that board. I mean 
nobody could say anything. | was the only one who 
owned any stock so | had an interest. | wanted to know 
what the hell was going on. 


The idea that there is a breed of ideal non-execu- 
tives, simultaneously disinterested and expert, is as 
beguiling—and improbable—as the notion of the 
wise old king dispensing justice from beneath a 
shady tree. 


Pay, perks and parachutes 


The self-interest of non-executives shows up in the 
most obvious way, over pay and perks, and nowhere 
more clearly than in America. Company boards 
have remuneration (or compensation) committees 
composed of outside directors. They are rightly con- 
cerned to ensure that senior managers are not 
tempted away by more pay elsewhere, so they set 
Anglo-Saxon Inc's top salaries attractively high. 
That acts as a benchmark for the next company's 
remuneration committee, and so it goes on. Mem- 
bers of such committees know that, indirectly but 
powerfully, they are setting the benchmark for their 
own pay. They are making a market in their 2n 
prosperity. To the question "who pays the payers?”’, 
the answer, in effect, is that they do it themselves. - 

The result is summarised in chart 6: the pay of 
American bosses has grown far faster than that of 
other Americans, and faster than the profits of 
American companies. If shareholders thought and 


acted like owners, they would long since have re- 


belled against the trend in that chart. In fact, rebel- 
lions are rare. One seemed likely at Burton's, a Brit- 
ish retailer, in 1987, but it soon fizzled out. 

If outside diréctors. support insiders over pay, 
die are also inclined to do so over job security. The 
takeover boom of the 1980s made many managers 
uncomfortable—and the more senior, the more un- 
comfortable. So some of them decided to make a 
market in their own survival. They brought in the 
golden parachute, most spectacularly in America. It 


promised to give executives dismissed in a takeover 


compensation for losing their jobs. The parachutes 


were often stitched together in a rush. They had to 


be approved by the board (or its remuneration com- 
mittee), but were seldom referred. to shareholders. 
When that did. happen, people wer usually. aston- E 
ished by the generosity: ofth chemes. In. 















Mr Ross Johnson, a former boss of RJR Nabisco, was 
paid $56m when the firm was taken over. 

The loudest complaints came not from share- 
holders, but from workers' representatives and the 
press. The parachutists had run their companies 
into the ground, claimed the mixed-metaphor out- 
rage; they had guar nteed a takeover, and did not 
deserve compen sation. But the shareholders, whose 
to fashion the parachutes, 
7 me outside director has been 
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these ai ree to be d id 
d most of them have been—in the full 
kool th at, by making a company takeover- 
roof, directors are denying shareholders any bid 
emium in the price of their shares. 

ae ~ Perhaps shareholders are happy to allow mutual 
back-scratching in the boardroom because they 
think that directors will at least stop a company do- 
ing anything silly. Even such modest hopes can be 
dashed, of course: companies do make mistakes, 
with the full knowledge and approval of the direc- 
tors. But there are too many occasions when some- 
thing much more worrying happens. Managers 
have pet projects that go wrong, and directors do 
not hear about them until the company has suffered 
real damage. The difficulties at Allegheny, an Amer- 
ican electricals group, were growing for years with- 
out the outside directors apparently realising that 
anything was up. The board of Guinness, a British 
drinks group, was apparently unaware of what the 
executive chairman was doing. There are many 
more such examples. Some involve outright fraud 
by managers, some just plain incompetence. All of 
them point to weaknesses in a system which relies 
on outside directors to represent the interests of 
shareholders. | 

The same system often produces extraordinary 

paternalism—by directors towards shareholders. 
Many companies sit on huge piles of cash: Britain's 
GEC had cash and marketable securities worth an 
annual average of £1.46 billion ($2.2 billion) in its 
past five years. America’s IBM averaged $6.1 billion. 
Though the money belongs to shareholders, the di- 
‘rectors refuse to give it to them. Instead, the board 
i is happy to let the managers spend money on ac- 
| quiring or building businesses that are often quite 
unrelated to the firm’s main expertise. 

The companies that, in the 1960s and 1970s, 
were most prone to diversify were those whose 
“mainstream business was mature. They had a lot of 
cash coming in, but few opportunities for growth in 
the mainstream. The managers got bored, so the 
board blessed their desire to diversify in the name of 
"spreading of risk". It never seemed to imagine that 
is shareholders could do their own risk-spreading. 

' s^ These weaknesses in boardroom management 
were anticipated 200 years ago, by Adam Smith: 

; The directors . . . being the managers of other people's 

money than of their own, it cannot be well expected that 
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"dance with which the em in a private co-partnery. 
frequently watch over their own... Negligence and _ 
profusion, therefore, must always prevail, more or less, 
in the management of the affairs of such a company. 


The surprise is that the shareholders of Anglo- 
Saxon Inc don't do something about the negligence 
and profusion. The explanation is that they a are too 
busy betting on the next race. 


Workers in the chain 


At the other end of the corporate. ladder are the 
workers, the millions of blue-collar and white-collar 
staff whose material lot has defied all Marxist pre- 
dictions. Not only have they grown richer; many 
have also acquired the taste for capitalism, owning 
shares in other companies and, increasingly, in their 
own. It was easy to dismiss the early workers’ co- 
operatives as muddle-headed romanticism: Karl 
Marx did, for one. Most of them failed pretty 
quickly, for the same simple reason. They were 
badly managed. They dreamed of getting rid of 
bosses, but they did not distinguish between man- 
ager-bosses and owner-bosses. The former are essen- 
tial; the latter, it seems, are not. 

That, anyway, seems to be the evidence from 


| emplovee-owned firms today. They include some 


famous names, like Zeiss in West Germany and John 
Lewis in Britain, each with more than 30,000 em- 
ployee-owners and an annual turnover of around $2 
billion. Spain’s Basque country | boasts. the 
Mondragon group of companies, which has acted as 
host to so many researchers on worker-ownership 
that it is surprising it gets any work done at all. The 
number of employee-owned firms is growing fast. 
America has around 1,500, the best known being 
Weirton Steel. They are grouped together under an 
acronym, ESOPs (which stands for employee stock- 
ownership plans) and most of them were born 


through a leveraged buy-out. Calling them Esop- 


LBOs is surely enough to purge them of the dreami- 
ness associated with the old co-ops. 

Indeed, the modern worker-owned firm is more 
likely to be a child of Thatcherism than of any left- 
wing ism. The Thatcher govern- 
ment has legislated for employee - 
share-ownership trusts, with: tax 
breaks to encourage their growth; 
it has also recognised the partner- 
ship company’, a new status for 
firms in which employees hold 
more than 50% of the share capital. - 
One of Britain's earliest privati- 
sations, the National Freight Con- 
sortium (NFC), was bought. safe dts 
employees in 1982. Then only one 
in three of the staff bought shares; 
by 1988 four out of five had them. 

Impressive though all these 
achievements sound, two financial 
caveats need noting. One is com- 
mon to every buy-out: the terms on 
which money is borrowed to effect 
the buy-out has a bearing on the 
end-result. John Lewis got an inter- 
est-free loan in 1929; Zeiss was es- 
sentially handed over, gratis, in 
1891. Two, employee-ownership 





































































Employee-owned Lewis 




























Junk bonds have 
| seen their 
reputation rise and 
all as quick as any 
pop-star’s. But the 
- spirit behind them 


wont disappear 



















































ares on the stock exchange—a reminder 


| that stockmarket capitalism still has its charms. 


To sum up the argument so far: whatever the 
law may say, neither the shareholders in Anglo- 
Saxon Inc nor their appointed directors behave like 
its natural owners. Exactly the same was true of the 
nineteenth-century gents who owned acres in Ire- 
land but lived in England. Down the years, absentee 
owners from many countries have woken up one 
morning to be told that the peasants have moved 
into the big house. 

That is starting to happen to mature capitalism, 
though the most ambitious peasants now have MBAs 
and never did tug their forelocks; Many managers, 
however big their salaries, like the idea of owning 
capital. They do not see why their efforts should en- 
rich the absentee shareholders, while their own fe 


ave y decided to sell some of- 






: gol ic 
a already been recöğnised bý iua )mpa- 
nies in America and Britain. The spread of share - 
options has been dramatic during the 1980s, thanks 
partly to helpful changes in tax laws. The number of 
officially approved stock-option schemes in Britain 
rose from 22 in 1980-81 to more than 3,500 six 
years later. Profit-related bonuses have, if anything, 
spread even faster. 

For some managers, though, this isn’t enough. 
They would like to be, as the phrase has it, “‘seri- 
ously rich", though that makes it sound awfully 
dull. More, they would like to take full co uh 
through a buy-out. They are impatient with the sta- 
tus quo, and better rations will not satisfy them. 
They are in the coup business. Since theirs is the 








most radical urge in Anglo-American capitalism, 


they deserve a section of their own. 





Of raiders, revving-up and leverage 


YF OWNERS aren't behaving like owners, with 


the result that managers aren't managing well, 
one remedy is to turn managers into owners. That 
reasoning is behind the most remarkable change in 
capitalism since the creation of the stockmarket. 
Managers wanted to stop being hired hands, and 
they. found enough supporters, with enough cash, 
to give them a leg-up. In essence they “leveraged” 
their firms—geared, in olde English jargon—by bor- 
rowing more than was once possible; 

Before proceeding with the story of leverage, it 
is useful to see how it ties up with another theme of 
recent Anglo-American capitalism: financial de- 
regulation. Many politicians and commentators 
seem to think that deregulation caused leverage, 
and so is to blame for the recent woes of the junk- 
bond market. The connections are in fact more 
complicated, and lead | to quite different 
conclusions. 

America’s financial deregulation, which began 


in the mid-1970s and still continues in hada big 


bearing on the country's savings and loan associa- 
tions (thrifts). They had once béen restricted to 


lending solely for house purchase. With deregula- - 

. tion, they were able to lend more or less as they 

- chose. They were attracted by the high interest rates 
"e 


ffer in the corporate-bond. market, and espe- 
cially on bonds that were not classi- 
fied as investment grade. Since the 
bonds of fewer than 1% of all 
American companies qualify for 
that status, it has always been ab- 
surd to lump all the rest together 








convenient four-letter word, so 
junk they shall be from now on. 

Thethrifts have been big inves- 

tors in Ámerica's junk bonds; so 

. too have pension funds. Beyond 

that, and not by coincidence, the 

two groups have something else in 

common: Both are, in effect, guar- 

anteed by.the state. The thrifts 





and call them junk. Still, junk is a 


have had almost all their deposits | 


guaranteed by ihe Federal Senn and Loss door 
ance Corporation; the pension fünds have a similar 
insurance scheme, run by the Federal Pensions 


Board. These arrangements have produced an un- 


healthy mixture. On the assets’ side of their balance 
sheets, the thrifts (and to a lesser extent the pension 
funds) were freed to do whatever they wanted; on 
the liabilities’ side, however, they have Po pe 
tected fromlos. ' 

Small wonder that they wére dick: to get into 
de junk-bond market. But it is wrong to conclude 
from this that they should never have been deregu- 
lated in the first place. The fault likes in the incom- 
pleteness of their deregulation. Given the carrot of 
lending as they chose, they should also have been 
subjected to the stick of full responsibility for their 
deposits. Their boards, and their depositors, would 
then have been a lot more careful about what the 
thrifts did with their money. 


"Through the gears 


The junk-bond market is commonly thought: to 
have had just one function: to finance leveraged 
buy-outs (LBOs). But that is only part of its role. As 
chart 7 shows, barely a quarter of the $187 billion 
raised in junk bonds in America between 1983 and _ 
1989 was used to finance LBOs. The rest went into - 
starting up or developing companies in a range of 
industries, and rescuing established firms that had 
fallen on hard times. Without junk, much of this 
activity would simply not have happened. 

As for LBOs, their lurid reputation conceals the 
fact that most have been pretty tame affairs. In Brit- 
ain (and to a lesser extent in Ámerica) they usually 
involve the managers of a small subsidiary buying it 


from a big parent. In some of these cases, the initia- - 
tive came from the managers. In others it came from 


the parent company, anxious to. improve its balance 
sheet, perhaps, or to narrow its range of activities... 
The parting was friendly, the future made a little less _ 
uncertain by the parent agreeing to buy some of the 
subsidiary's output for a while. The managers mort- 
gaged their houses and borrowed from a willing 


- bank, maybe ı even à thes same : bank that was ED e 









to see the parent company reducing its debt: money 
is nothing if not fungible. 

Neat and tidy though they seem, those sorts of 
buy-outs still leave questions hanging in the air. 
One is whether they can ever involve a fair deal for 
shareholders, who lack the information about fu- 
ture prospects and strategies that incumbent man- 
agers possess. In theory, it is the job of outside direc- 
tors to get that information and then insist that a 
full price is paid by the manager-buyers. Sometimes 
that happens; often it doesn't. 

A second question touches the central issue of 
how well firms are run—and thus, by extension, 
how fast economies grow. lt is not enough for a gov- 
ernment to give managers the low tax rates that will 
encourage them to work hard and skilfully, if the 
micro reality of their jobs inhibits them from doing 
even better. Hence the main reason why manager- 
buyers think their company will gain from a man- 
agement buy-out (MBO): that it will be better and 
more profitably run. The implication is embarrass- 
ingly clear—that they have been managing it less 
well than they could have done. 

This view is hard to test definitively, which is 
why the evidence from post-MBO firms is mixed. A 
study of 58 MBos in Britain found that, in terms of 
profitability and productivity, they did better than 
their industry average for three years, but then 
slipped below average. Various American studies 
have confirmed these short-run improvements, but 
have not found any subsequent tailing-off. 

One reason for thinking that manager-buyers 
may rev up a company starts with an easily observ- 
able fact: that, in a typical Anglo-Saxon Inc, most 
senior managers live it up at the firm's expense. If 
they cannot be seriously rich themselves, at least 
they can behave as though they are. So they orga- 
nise their working lives round corporate jets, fancy 
lunches, personal assistants, management retreats 
in Bermuda. These are what the textbooks now call 
agency costs, and what Adam Smith more colour- 
fully called profusion. They have been built up over 
the years, with the consent of outside directors who 
want to justify these costs in their own companies by 
saying that everybody does it. In a buy-out, they are 
the first things to be scrapped. 


Some important impresario 

Though most buy-outs never get near the headlines, 
a few do. Particularly in America, some LBOs have 
been organised by a formidable kind of investor, 
who was commonly mis-described as completely 
new and very damaging. The corporate raiders— 
men like Carl Icahn, T. Boone Pickens, James Gold- 
smith, plus firms like Kohlberg, Kravis, Roberts 
(KKR)—are heirs to a long tradition in American 
capitalism, that of the proprietor-investor. In the 
popular mind, however, they often got rolled to- 
gether with the punter-investor—people like Mr 
Ivan Boesky, who was simply a crooked arb. 

The reason for the confusion, no doubt, was 
that both types of investor played a prominent role 
in contested takeovers. In fact, they have nothing in 
common beyond the goal of making money. The ar- 
bitrageur is merely the most extreme product of 
punter-capitalism, its reductio ad absurdum. The 
corporate raider, by contrast, wants to put the own 
back into share ownership—which means taking a 
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real interest in how a company is run. 

Some of the raiders have got involved person- 
ally. Mr Icahn at TWA and Mr Ronald Perelman at 
Revion have both shown that they are more than 
the quick-buck devils their critics portrayed them 
as. They are running the companies they once 
stalked, and seem to be doing so with greater success 
than the owners they kicked out. 

All the raiders have joined up with the new 
breed of aspiring owner-managers. Both have the 
same motives: to change the way a company is run, 
and thereby to make money for themselves. Though 
raiders are invariably castigated by the chairmen of 
target companies and a few other senior executives, 
they usually find allies a little further down the 
ranks. They may promote them, and probably also 
put in a few top managers. Their main first-round 
effect, however, is to put in a lot more debt. 


Cui bono? 

Even though successful leveraged raids can be 
counted only in dozens, their effect on the rest of 
corporate America has been massive. For a start, 
they have speeded up a process that had already be- 
gun, and not just in America: the unbundling of 
conglomerates. Many big Anglo-Saxon Incs that 
diversified in the 1960s and 1970s turned to selling 
their unrelated subsidiaries in the 1980s. “Stick to 
your knitting" became the gospel of business 
schools, consultants—and boardrooms. But the 
raiders brought extra zeal to the job of unbundling, 
which has frightened any reluctant directors into 
getting on with it. That is what happened to one 
conglomerate, B.A.T Industries, which was the object 
of the largest (and ultimately unsuccessful) takeover 
bid Britain had ever known. While the bid was 
struggling to get through numerous legal and regula- 
tory hoops, B.A.T did something it would not have 
done otherwise. It started to break itself up. 

Once companies are denied the temptation to 
diversify, they find it harder to justify having piles of 
cash in their coffers. On this, too, the raider is hav- 
ing a psychological effect: because their buy-outs 
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managers have to hand over every spare cent to ser- 
vice the debt. Stung by this example, Anglo-Saxon 
Inc will start running down its cash resources and 
paying out more in dividends. 

Follow-the-raider is also having an effect on pay. 
Most LBOs have given a lot more of their (shrunken) 
equity to senior managers than was the case before 
(see chart 8). Other companies are doing the same: a 
survey of America’s 100 largest firms by Towers, 
Perrin found that the proportion of their shares de- 
voted to stock-option schemes for senior staff dou- 


bled between 1975 and 1988, to almost 596. 


Risks, real and imagined 
It is hard to argue with most of those changes: where 
they happen, or where they don't need to, compa- 
nies are more efficient, their staff better motivated, 
their objectives more precise. But it was always fool- 
ish to assume that the LBO purgative carried no 
risks; and after the troubles in America's junk-bond 
marker this past winter, the list of genuine risks has 
been supplemented by fictional ones, so great has 
been the rush to write off the whole market. Some 
of the obituaries were based on nothing stronger 
than coincidence. Junk bonds, it was said, 
symbolised. the greedy 1980s; so the fact that their 
| inventor, Drexel Burnham Lambert, itself went bust 
at the turn of the decade provided neat headlines 
about the end of an era. 

Actually, it was the end of a cycle—an economic 
cycle, not a moral or philosophical one. Morality 
was indeed involved in some junk-bond issues—the 
ones that happened to be blighted by the insider- 
trading of Mr Ivan Boesky and the alleged 
wrongdoings of Mr Michael Milken. But it was the 
insider-trading, not the bonds themselves, that 
raised questions of morality. The Boesky-Milken 
association. with the bond market has been the 
source of much muddled thinking on junk: it is 
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little apple in Eden. 

Other concerns about the junk- bond market 
are more thoughtful, and have been around for 
longer. That does not mean they are right. For ex- 
ample, the worry about short-termism: that because 
LBOed companies have such huge interest bills to 
pay, they will cut out or cut back spending that has 
long-term pay-offs—on R&D, training and so on. 
This worry is usually voiced by the same people who 
say that the American stockmarkets’ emphasis on 
quarterly earnings encourages short-termism. Since 
the LBOs left the stockmarket precisely because they 
disliked the short-term preoccupations of their bet- 
ting-slip owners, it seems odd to conclude that they 
will repeat the mistake. The fact is that most LBOs 
have happened in mature industries—tobacco, 
food processing, hotels, etc—where R&D is not cru- 
cial to future success. One study by an American 
academic found that only seven of a sample of 76 
LBOs spent more than 1% of their turnover on R&D 
before they were bought out. 

Another concern is that the junk-bond market 
has been just a creation of the taxman. American 
companies can deduct interest payments before 
striking a taxable profit, whereas their dividends 
have to be paid out of post-tax profit. This bias is 
unquestionably unhealthy—as is every other form 
of tax break or penalty that tries to favour one sort 
of economic behaviour over another. The best fiscal 
principle is that of neutrality, so that companies and 
individuals do what is economically efficient rather 
than what is tax-efficient. 

À system that was neutral between debt and eq- 
uity would certainly have produced fewer buy-outs 
financed by bonds. But it is quite another thing to 
say it would have produced fewer buy-outs, period. 
The urge to break away from punter-capitalists is far 
stronger than any clause in a tax bill. Managers and 
proprietor-capitalists would have found—will still 
find in future—investors who were prepared to take 
equity stakes in companies that were set on chang- 
ing their ways, and were going private to do so. 
True, the managers would then have had smaller 
stakes of their own; but they would still have been 
given much bigger stock-option arrangements than 
under the old punter-capitalist regime. 

Some of the other criticisms of LBOs—they are 
subsidised by taxpayers (because of those tax breaks 
on their interest payments), they result in large lay- 
offs—are rebutted effectively by a professor at Har- 
vard Business School, Mr Michael Jensen*. But on 
the central issue raised by LBOs—do they take on 
too much debt? —Mr Jensen seems too cheerful. 

His basic argument is that debt is better for 
companies than equity, because it is a sterner disci- 
plinarian. That may be true, for the average of a full 
business cycle. But averages are a poor guide, as any- 
body dressed in a tee-shirt at night in the desert (av- 
erage temperature 72°) will tell you. A company that 
takes on $1 billion of debt when interest rates are 
falling and demand rising may hardly notice the 
burden. In a dear-money recession, that same bil- 
lion can kill. Scores of LBOs now sense that, as they 
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*In Harvard Business Review; September 1989, and in 


“Organisational change and the market for corporate control", to 
be published by Basil Blackwell... | 
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struggle to keep up witl their i interest payments. - 
— For buy-outs of all kinds, the issue of financing 
is a pragmatic one. The right answer to “how much 
debt?” is that it all depends, on the type of firm, the 
state of the cycle, and so on. Because the LBO experi- 
ment is so new, people car noni guess what amount 
of debt will delive ight combination of pres- 
sure and pruden 
some of the early 
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countries; pai even in Aia iei uds du 
are conspicuous exceptions to the rule. All belong 
to an older tradition—that of proprietor-capitalism 
—which buy-outs seek to rejoin. This tradition has 
produced great success. For proof, start by looking 
on either side of the Atlantic: at a small building in 
London and, much more improbably, at a small 
suite of offices in Omaha, Nebraska. 


The Buffett choice 


Omaha is home to a company called Berkshire 
Hathaway, and its chairman, Mr Warren Buffett. If 
an undergraduate were asked to describe the com- 
pany in a few words, he would say that it invests in 
various companies and its own shares are quoted on 
the New York Stock Exchange. That description is 
accurate, and completely misses the point. 

Mr Buffett treats all of Berkshire's shareholders 
as partners, and almost all the company's invest- 
ments as long-term ownership commitments. His 
strategy is to invest only in American companies, 
not out of nationalism but because, for companies 
half a world away, he cannot behave like an owner. 
Some of his proudest investments are in Omaha it- 
self. This formula has achieved the sort of results 
that should shame all punter-owners, including the 
most famous names on Wall Street. Since Mr 
Buffett took over Berkshire, $10,000 invested in its 
-shares has grown to be worth about $1.5m, a com- 
pound rate of growth of 2396 a year (see chart 9). 
The company's assets are valued at over $7 billion, 


|. and its annual report declares, in what is virtually a 


footnote, that "Berkshire has not declared a cash 
dividend since 1967." Mr Buffett is a man who be- 
lieves that capitalism is about accumulating capital. 
 — His success in doing so has made him one of 
America's richest men. But what is really distinctive 
about him is the way he and his vice-chairman, Mr 
Charles Munger, approach their job. It is all set out 
in. Berkshire's annual reports, which, unadorned 
with any photographs, read like letters from a wise 
old uncle returned from his travels in a wicked 
world. Let them speak for themselves. 


e Os Berkshire oe Haraway itself: 











shares, bought. with enthusiasm :nded 
quy—but that did not mark the end 
market. The same is true of other new methods of 
finance. Bank lending to third-world countries has 
had spectacular flops. Venture-capital funds had a 
rash of early disappointments. Lenders have lost 
money, borrowers have gone bust—and then les- 
sons have been learnt. Wiser bankers will one day 
do nicely from lending modestly to Mexico, biotech- 
nology will make some venture capitalists comfort- 
ably rich. But none of this future could happen 
without the mistakes of the past. Riskless innova- 
tion is a notion best kept for the morgue. 























Although our form is corporate, our attitude is partner- 
ship. Charlie Munger and I think of our shareholders as 
owner-partners, and of ourselves as managing partners. 


In line with this owner-orientation, our directors are 
major shareholders of Berkshire Hathaway. In the case 
of at least four, over 50% of family net worth is repre- 
sented by holdings of Berkshire. We eat our own 
cooking . .. We will only do with your money what we 
would do with our own. 


@ On Berkshire's own shares: 


We wish for very little trading activity. If we ran a private 
business, with a few passive partners, we would be disap- 
pointed if those partners...frequently wanted to 
leave . . . Running a public company, we feel the same 
way. 


Our goal is to attract long-term owners who, at the time 
of purchase, have no timetable or price target for sale 
but plan to stay with us indefinitely. We don't under- 
stand the CEO [chief executive officer] who wants lots of 
stock activity, for that can be achieved only if many of 
his owners are constantly exiting. Ac what other orga- 
nisation—school, club, church, etc—do leaders cheer 
when members leave? : 


e On Berkshire's investment philosophy: 


Our preference [is] to reach [Berkshire’s growth goal] by 
directly owning a diversified group of businesses that 
generate cash and consistently earn above-average re- 
turns on capital. Our second choice is to own parts of 
similar businesses. 


You should be fully aware of one PERTE Charlie and I 
share that limits our financial performance: FOND of 
price, we have no interest at all in sell- 
ing any good businesses that Berk- 
shire owns, and are very reluctant to 
sell sub-par businesses as long as we 
expect them to generate at least scme 
cash and as long as we feel good about 
their managers and labour relations. 


..Our new [investments] are not 
based on a judgment about short- 
term prospects for the stockmarxet. 
Rather, they reflect an opinion about 
long-term business prospects for spe- 
cific companies. We do not have, 
never have had, and never will have 
an opinion about where the stock- 
market, interest rates or business ac- 
tivity will be a year from now. 


...when we own portions of out 
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Not all 
shareholders are: 
punters 


























esses with outstanding managements, c our 
olding period is forever. 


We o continue to concentrate our investments in a very 

. few companies that we try tó understand well. There are 
only a handful of businesses about which we have strong 
long-term convictions. Therefore when we find such a 
business, we want to participate in a meaningful way. 
We agree with Mae West: “Too much of a good thing 
can be wonderful.” 


@ On the failings of many companies: 
The supreme irony of business management is that it is 
far easier for an inadequate CEO to keep his job than it is 
for an inadequate subordinate . . . At too many compa- 
nies, the boss shoots the arrow of managerial perfor- 


mance and then hastily paints the bullseye around the 
spot where it lands. 


.. the CEO's boss is a board of directors that seldom 
measures itself and is infrequently held to account for 
substandard corporate performance. If the board makes 
a mistake in hiring, and perpetuates that mistake, so 
what? Even if the company is taken over because of the 
mistake, the deal will probably bestow substantial bene- 
fits on the outgoing board members. (The bigger they 

are, the softer they fall.) 


These lines (and there are many more that are 
just as quotable) are remarkable because they are so 
different from all the hyped-up “Growth funds” 
and “Outstanding opportunities” that pour out of 
the offices of American and British money manag- 
ers. And they do not come from an academic critic 
of punter-capitalism, but from the most successful 
investor of all. Whenever a typical money manager 
claims that at least his betting-slip ways produce re- 
sults, remind him gently of Warren Buffett. 


The Hanson grip 


Across the Atlantic, almost 5, 000 miles from 
Omaha, is another remarkable exception to the 
standard Anglo-American form of punter-capital- 
ism. Hanson is formally a British company, though 
almost half its profits come from its American oper- 
ations. There they go under the name of Hanson 
Industries, which is one of the 60 largest industrial 
companies in America. The group has grown from 
nothing in the early 1960s to a market capitalisation 
of around £9 billion ($15 billion) now, with profits 
last year of £1.1 billion. It is still run by its two 
founders: Lord Hanson, the chairman, and Sir Gor- 
don White, who runs the American end. 

Because Hanson has interests in a range of in- 
dustries—bricks, batteries, sports equipment, 
chemicals and many more—it is often described as a 


.. conglomerate. It is nothing of the sort. It is a propri- 


etor-investor, which takes an active interest in each 
of the companies it owns but has no time for fancy 
notions of dese between them. Hanson's real 
skill, as essential for corporate as for national-eco- 
nomic success, is to make assets sweat. 
| A sluggish economy like Britain's or America's 
-has many assets that are lying back with their feet 
up. Hanson puts them to work. It does so by giving 
each company’ s managers operational freedom and 
financial rigour. It sets them tough targets, and re- 
l “wards them handsomely when targets are hit. And, 
od complement this stress on short-term achieve- 
, more than 1,250 managers have share op- 
; that give them a stake in the group's long-term 


Uu. health. The group's latest annual report has on its 
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cover just four words that sum up its philosophy: 


"Management . . . Our greatest asset." 

This is the same identity of interest between 
proprietors and managers that Mr Buffett seeks, 
and achieves, in Nebraska. But Hanson's philoso- 
phy differs in one significant respect. Though, like 
Mr Buffett, Hanson has a great eye for underpriced 
companies, it is quick to start selling bits of almost 
every company it has bought. Its aim is to reduce a 
firm to its core business. Far from being a conglom- 
erate itself, it is the great unbundler. j 

The results of this can be spectacular. One ex- 
ample: in 1986 it bought an American firm, SCM, 
for $930m. By June 1989 it had sold parts of scm for 
a total of $1.73 billion; and what remained was val- 


. ued at about $3 billion. It has pulled off a similar 


trick with Britain’s Imperial Group, and is now do- 
ing the same with Consolidated Goldfields. Typi- 
cally, Hanson’s purchase of ConsGold did not 
mean it was being lured into the erratically glamor- 
ous business of mining gold. That is what it is plan- 
ning to sell; the bit it will keep is the permanently 
unglamorous quarrying of gravel and limestone. 

This preference for mature, humdrum indus- 
tries is something Hanson has in common with 
most American LBOs. The new breed of proprietor- 
capitalists have blessedly few illusions about them- 
selves. They do not pretend to be high-tech inven- 
tors. They merely know that, under punter- 
capitalism, much that is basic to economic life has 
been allowed to get lazy and soft. | 

That shared philosophy i is ich more impor- 
tant than the obvious difference between Hanson 
and an LBO outfit like KKR: the fact that Hanson is 
itself a publicly quoted company. As well as this, 
some 8096 of its shares are held by institutional in- 
vestors, the same punters whose neglect of their 
ownership responsibilities has given Hanson its 
chance. Yet these paradoxes are more apparent 
than real. The Hanson formula could ease many of 
the tensions in the transition from punter-capital- 
ism to proprietor-capitalism. Groups like Hanson 
take firms off the stockmarket, run them better 
than their former punter-owners did, yet still allow 
the punters to indulge their preference for easily 
tradable betting slips. A rare case, it seems, where 
everybody gains. ^^. 
The fact that punter'capitalions hs been « con 
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of corporate equity, and sat on corpo- 
oards. In Germany in: particular, they have 
aken an active role in each company's affairs. 

(3) Cross-shareholdings are prevalent, particularly 
in Japan. Company A owns, say, 10% of company 
B's shares, and vice versa. They agree that these are 
long-term holdings, and will not be traded. The re- 
sult is that only about a quarter of all the shares 
quoted on the Tokyo exchange are available to be 
bought and sold. 

(4) Relatively few companies are publicly quoted. 

The West German total was only 400 in the early 
1980s, and ten of them accounted for roughly half 
of all stockmarket turnover. By contrast, there were 
about 350,000 firms with limited-liability status. Al- 

most all of these were Mittelstand—small and me- 
dium-sized companies employing fewer than 500 
people each. They accounted for half of the coun- 
try's GDP and an even bigger proportion of its pat- 
ents—and they did all this without any public 
shareholders. . 

(5) Institutional investors have traditionally been 
much less active than in America or Britain. In 1985 
the average Japanese pension fund had only 1796 of 
its portfolio invested in Japanese equities; all the rest 
was in bonds or long-term loans. At the end of 1983 
the portfolios of West Germany's pension funds 


b to e Th mid4 980s, was 


and insurance icio con- 
tained only 242% of the value of 
German equities. 

(6) Dividends have been held back, 
so that capital growth could be 
maximised. This has always beer 
the preference of most private com- 
panies; but even among Japan's 
public companies, dividend yields 
in the early and mid-1980s were 
barely 196. And, extra incentive, 
there was no capital-gains tax on 
share-dealing. 

Since the mid-1980s, however, 
much has changed. In both Japan 
and West Germany companies 
have been flush with cash—and 
many have used it to pay off their debtors. Today 
more than half of Japan's largest 100 industrial com- 
panies have cash balances that comfortably exceed 
their outstanding borrowing. Thev used this money 
to invest heavily in the stockmarket: punter-capital- 
ists, every one. And the law has anyway reduced the 
banks' power in the boardroom, putting a ceiling of 
5% on the proportion of equity they can hold i in any 
one company. _ 

Meanwhile, the flows of dh into institutions 
like pension funds and insurance companies have 
turned into a torrent. Japan's largest life assurance 
company is now taking in Y12 billion ($83m) in pre- 
miums every day. West German institutions have 
more public companies in which to buy shares— 
almost 100 more than five years ago—so their bias 
towards bonds is being weakened. And, with talk of 
a capital-gains tax being introduced in Japan, inves- 
tors are starting to expect larger dividends. and | ess 
emphasis on capital growth. 

In short, the Japanese-German model of corpo- 
rate finance is losing its 1950-85 distinctiveness. It is 
becoming recognisably more like the punter-capital- 
ism of America and Britain in 1950-85, just when 
the latter are turning away from a system that has 
failed them. If the two pairs of countries keep mov- 
ing in their present directions, it is only a matter of 
time before Japanese and German firms are sys- 
tematically squandering capital. Their economies 
would then start slowing down, while the Anglo- 
American pair was getting a boost. 








As the ground shifts 


SK western economists what is needed for an 
A economy to work well and they will probably 
start talking about monetary policy, flexible labour 
markets and the like. The ex-communists of Eastern 
Europe will soon realise that these things are mere 
luxuries. The fundamental requirement for a suc- 
cessful economy is a fully working system of prop- 
erty rights. | 
"Fully working" means more ban tidy, clear 
laws about who owns what. It means that people 
believe in the spirit of the law as well as its letter, 
and behave accordingly. If they don't, the system 


falls into disrepair, in just the way that roofs leak on. 


forgetful ee That, in essence, is what has 





happened to the most advanced form of stockmark- 
et capitalism. Anglo-Saxon Inc no longer has any 
real owners, just a bunch of punters holding betting 
slips that happen to have its name on them. As a 
result, its directors have got too cosy with its manag- 
ers. The company is being run for the benefit of 
them and the staff. 

That does not make the managers or the staff, 
or even the directors, particularly wicked. They 
found themselves in a vacuum, so filled it with that 
most human of qualities, self-interest. If blame there 
be, it rests with the shareholders, who have stopped 
behaving like owners. This is partly because so 
many shares are now held by institutions, who see 
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| i their point of view, though, they too may 

be acting quite rationally. If their concern, as money 
managers, is to spread risk and minimise loss, they 
are right to hold a large number of small stakes and 
sell whenever trouble looms. 

What none of these groups can expect, how- 
ever, is that an unsatisfactory state of affairs will 
continue for ever. The great merit of the market sys- 
tem is that it does allow things to change, indeed 
‘ensures that they will. That is why the corporate 
raider came on stage, and why—despite the mis- 
calculations, excesses and crookery that sometimes 
came with him, as they have done in the early stages 
of every other financial innovation—he deserves 
applause. At a minimum, the raiders are ensuring 
that the principles of stockmarket capitalism are be- 
ing re-examined. Though their activities have been 
confined almost exclusively to America and Britain, 
their influence is being felt in many other countries. 
Shareholders are recognising that they must 
choose, between being a punter and being a propri- 
etor. Where the proprietorial tradition is strong— 
in West Germany, Japan and many of the most suc- 
cessful Asian economies—it now seems likely that 
moneymen and governments will be more cautious 
than before about moving towards the punter-cap- 

italism of America and Britain. 


Will punters repent? 


It is possible—no more than that—that the big in- 
stitutional investors in America and Britain will cor- 
rect their own faults, and start behaving like real 
owners. Of the various options for reform, that 
would probably be the best. It would restore a sense 
of strategic direction to many public companies, 
and it would help to ensure that they spent their 
money more wisely and more profitably. Aggre- 
gated across the two economies, it would therefore 
do something to boost their sluggish growth. 

A collective nostra culpa would be a start, but 
the institutional shareholders would then have to 
introduce new checks and balances on the compa- 
nies they own, so as to restore power and ensure 
their involvement. Examples: they could make vot- 
ing on corporate resolutions compulsory, on pain of 
disenfranchisement. They could insist on limited, 
non-renewable terms for directors (and for auditors, 
who are in theory servants of shareholders but ín 
practice get friendly with management). They could 
require directors to spend a certain number of days 
on the affairs of the company, and to attend a mini- 
mum of, say, four-fifths of the board meetings. Insti- 
tutional shareholders could require public compa- 
nies to distribute all but a defined small proportion 
of cash every year. They could insist that any capital 
spending beyond a certain size is financed by a 
rights issue, so that shareholders would have the 
chance to vet (and if necessary block) the company's 
ambitions. 

To repeat, such reforms are unlikely to happen. 
The point, though, is that if they don't, the status 
quo will not remain. It will be changed, willy nilly. 
The institutions will merely have lost the right to 
determine the change. The initiative will then stay 
where it now is, with the Icahns, the KKRs, and 
countless managers and workers who want to own à 


slice of their firms: hands. on the job, hands in the 





managing money, not owning compa - money. 
























will involve taking publici companies. off Ge ae 
market. That has already happened to a pair of well- 
known entertainment companies in Britain, Virgin 
and the Really Useful Group. 

.. More important, but much less observable, will 
be the many private firms—start-ups as well as exist- 
ing ones—that decide not to get a public listing. 
The figures hint that that may already be happening 
in America. In the past two years the number of new 
issues by American firms (rather than listings by es- 
tablished foreign firms) has been almost 5096 less 
than the annual average in the previous seven years 
(see chart 12). The October 1987 stockmarket crash 
is partly to blame, no doubt; but the market has re- 
covered all that ground, while new issues have 
stayed in the doldrums. Companies are being put 
off by the cost of going public; by the amount of 
information they then have to reveal, and the rules 
they have to observe; and by the increasingly doubt- 
ful virtues of having punters as owners. 

As public issues are increasingly avoided, so the 
demand for finance will grow more diverse. It will 
include a continuing demand for equity, but supple- 
mented by a growing preference for bonds and 
other credits. Borrowers will want to issue bonds 
that start with a low interest rate which then builds 
up over the years. They will want bonds with early 
redemption options, bank loans with an equity 
kicker, swaps and caps and options of every kind. 
Bankers will design individual schemes to fit each 
requirement, just as smart tailors style their suits for 
each customer's distinctive bulge. 


Safely gathered in 


| So much for the borrowers’ demands for money: 


what about the suppliers of the stuff? Institutional 
investors like pension funds or unit trusts do not 
have any money of their own, so the first question is 
whether they will continue to attract floods of sav- 
ing. The short answer is that mostly they will: many 
small savers will carry on preferring the simplicity of 
a regular payment into a pension scheme or life pol- 
icy rather than the hassle and uncertainty of invest- 
ing by themselves. However, the institutions will 
have their captive contributions reduced by two 
likely changes: 

@ Some increase in individual investment, brought 
about by tax changes that eliminate the favourable 
position of institutional savings and maybe even tilt 
the balance back towards individuals. Such changes 
have started to happen in several European coun- 
tries. Personal investment will accelerate as workers 
are able to buy shares in their own firms, through 
ESOPS and the like. 

@ A desire by wealthier individuals to invest directly 
in small companies, not necessarily their own. The 
growth of small firms has been strong during the 
past decade (see chart 13 on next page), and many 
of them have taken a mixture of equity and loans 
from friends and family. It is going to be even easier 
to set up and run small businesses, and to split off 
part of bigger businesses. The demand for direct in- 
vestments in small chunks—between $10,000 and 
$100,000 — will. grow .enormoi sly. And the. pay- 
back time on many such investr nents is quite short 
enough for investors to. py to stay with them. 
That is a notable « > D 










mercial projects (railways, plantations, etc), where 
the long wait before fruition was one big reason for 
the emergence of tradable shares on stockmarkets. 

Powerful though these changes will be, they will 
not stop institutions from scooping up a huge sup- 
ply of savings. Since, on the demand side, borrowers 
will be changing their tastes, the institutions will 
have to organise themselves to cope. Partly, this will 
mean investing much more in bonds, despite the 
recent traumas in America's junk-bond market. For 
much of a business cycle, corporate bonds create a 
big, liquid market, which money managers can get 
in and out of quickly and cheaply. Over time, the 
market in corporate bonds could come to cover as 
many companies as equity markets do now. As that 
happens, the range of interest rates will widen, and 
terms like junk bonds will come to have little or no 
meaning. It is already the case that what in America 
is currently lumped together as “junk” actually con- 
sists of bonds whose yields are as much as eight per- 
centage points apart. 

Bonds aside, money managers are starting to 
contemplate a variety of investment vehicles that, 
five years ago, they had scarcely heard of. In just the 
same way as venture-capital funds were set up to 
provide seed money for entrepreneurs, so buy-out 
funds have begun to proliferate. A big insurance 
company might find itself cashing in its shares in a 
firm that is being bought by its managers, and then 
putting the proceeds into a buy-out fund that is 
backing the same people. Its contribution will still 
get it an equity stake, but probably mixed with a 
loan element. And institutions will also do more di- 
rect investing in individual companies. That will 
bring home to them the realities of owning and run- 
ning a business, because they will be much closer to 
the owners than they are under punter-capitalism. 


Welcome the future 


What are the implications of a shift to proprietor- 
capitalism? One, that there will be many more small 
and middling firms that there are now. That should 
not cause any anguish, for investors or for policy- 
makers: nowhere in the OECD countries are small 
firms more important than in Japan, nor medium- 
sized firms than in West Germany. Neither econ- 
omy has noticeably been a slouch. 

But, two, it is perfectly possible for proprietor- 
capitalism to have some enormous companies. One 
of the world's largest civil-engineering groups is an 
American company, Bechtel. It is privately owned. 
The world's largest portfolio of office property is 
held by a Canadian company, Olympia & York. It 
is privately owned. One of Britain's largest and most 
dynamic conglomerates is the Heron Group, which 
owns everything from garages to insurance firms. lt 
is privately owned. Just as there is nothing in a 








stockmarket quotation that guar- 
antees corporate success, so the 
same is true for corporate size. The 
trick, for success at any size, is to 
ensure that a company makes the 
best investment decisions. That is 
usually done when the deciders are 
also the owners. 

To see what this means for the 
structure of ownership, look at the 
(stylised and unscientific) table at 
the bottom of the page. It shows 
three possible forms of majority VL 
ownership: by managers; by institu- 
tions (what this survey has been 
calling punter-capitalists); or by 
"proprietors"—the Buffetts, Han- 
sons or KKRs. It then considers what form of owner- 
ship each of these three groups would favour, in or- 
der of preference. It seems reasonable to suppose 
that each would think its own brand of ownership 
particularly virtuous, so each gets one first prefer- 
ence. The managers are surely the second prefer- 
ence of both punters and proprietors, for a group of 
fired-up executives is now widely recognised as a 
plus. That is enough to make manager-owners the 
most-favoured form of majority ownership. 

The struggle for second place goes to the propri- 
etors, because managers prefer them to institutional 
shareholders. Most managers regard institutions as 
ignorant and/or shortsighted and/or greedy; be- 
sides, they know that a proprietor-owner will want 
them to have a slice of the equity. 

This table therefore confirms (quite indepen- 
dently, you understand) the main thrust of this sur- 
vey: that the structure of capitalist companies is 
moving away from institutional shareholders and 
towards a proprietorial form of ownership. At a 
minimum, proprietorship involves a closer identity 
of interest between shareholders and managers; and 
often it will involve substantial ownership by man- 
agers. In geographical terms, that means a shift away 
from traditional Anglo-American capitalism to 
something much closer to the German model. 

This shift should help to make companies bet- 
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R 83 5» 835 396 87 88 89 
Sources: US Bureau of Economic Analysic, Dept of Employment 
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... What the Americans are starting to shun 





ter run. A modest claim: but if enough firms are 
affected, then economies as a whole will run better. 
Economic growth will speed up, and not just in year 
one. lf companies make shrewder, more profitable 
investment decisions, then GDP growth will be faster 
in years two to infinity as well. 

That prospect should recommend the change 
to politicians of every stripe. The danger is that they 
will think they can bring about the change by them- 
selves. In fact most of their really useful contribu- 
tions will be unambitious ones. Governments 
should make the tax system neutral as between pri- 
vate companies and public ones, between debt and 
equity, between capital gains and income, between 
individuals saving directly and saving via institu- 
tions. They should be as tough as they can about 
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READER OFFER | 


Reprints of this survey, 
combined with last 

week's survey on 
perestroika, are available | 
from The Economist at 


£7.50 each. 


For readers ordering by 
May 18 1990 there is à 
special price of £5 per 
copy including postage 
and packing in Britain 
(overseas £6.50). 


Please telephone Linda 
Denli in London on 
(071) 839 9104 (or write 
to her at 25 St James's 
Street, London SWIA 
IHG); Bradley Cleaton 
in New York on (212) 
541 5730; or Janet Tsang 
in Hongkong on (852) 
521 6641. 
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policing financial markets for fraud, and as relaxed 
as they can about companies going bust if they bor- 
row or lend stupidly. This last point involves a big- 
ger step for governments: to reduce or abandon the 
deposit-insurance they provide for financial institu- 
tions. If they can make that change, they will ensure 
that all borrowers and lenders become more pru- 
dent—and private prudence is the best cement a fi- 
nancial system can have. 


Never forever 


Even that list of desirable policy changes will not 
produce nirvana. Though the financial structure of 
companies helps to determine how efficient they 
are, it matters less than how much competition they | 
face in selling their goods and services. It is there- 
fore imperative that a Germanestyle capitalism is 
not accompanied by a German-style tendency for 
the state to subsidise companies, to let them build 
cosy cartels with others in their industry, to lay 
down rules and regulations that, with nannyish pre- 
cision, tell firms how to behave. It is competition 
that's needed, not corporatism. 

Those countries that combine proprietor-cap- 
italism and relentless competition will win the eco- 
nomic prizes in the 1990s and beyond. It would be 
rash, though, to say that this combination will be 
allowed to persist for ever. Ideas change, fashions 
come and go..If, in the twenty-first century, an edi- 
tor of this paper chooses to write a survey of capital. 
ism, he will probably find that the system has devel- 
oped some bad habits. He will surely conclude that 
those habits are prompting a rethink, even a rebel- 
lion, so change is on its way. That is what capitalism 
does, after all: it is very good at changing itself. 
Which is why all the obituaries now are of commu- 
nism, while capitalism marches on. 
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Columbia was founded in 1754 to educate the leaders of a new world. 
In 1990, that tradition continues. 


The new world of business is a global marketplace of intense competition for customers, 
resources, technology and information. The challenges and opportunities of 1992, more than 
ever, call for business leaders of vision. Columbia Business School produces those leaders. 


As part of a leading university, Columbia Business School shares in a 235-year tradition of 
excellence. Renowned internationally for its scholarship, our faculty also includes many 
established practitioners. Our students come from more than 50 countries. And the school’s 
location in the financial and business capital of the world offers a truly outstanding resource. 
New York City offers unequalled opportunities for course material, adjunct faculty, guest 
speakers, student internships and global business connections, along with all the advantages of 
a vibrant cosmopolitan setting. 


Columbia Business School. Educating the world's business leaders for 1992 and beyond. 


For information on the Columbia Business School's MBA Program, call 1-212-854-5567, ext. 300. 
Fall application deadline: May 15. 


CoLuMBIA Busness SCHOOL ela 
105 Uris Hall, Columbia University, New York, N.Y. 10027 Fax 1-212-662-6754. 












e answer is NYNEX: You'll find us solving information needs in 
over 70 countries around the world. More than 92,000 people are part of the 
—... NYNEX family of companies, each helping customers communicate a little 
 . easier, and a little faster. 

| . .. [ake our 2,000 people in The BIS Group, for example. BIS Banking 
ystems provides information solutions to customers in the financial services 
community worldwide. The Midas ABS family of software products offers 
sticated real-time software solutions designed to meet the needs of 





































Applied Systems is a major consultancy organization with 
s embracing all aspects of information systems planning, 
resourcing and management. 

BIS , BIS Shrapnel, and BIS CAP International provide 
research-based consulting internationally to information technology vendors 
and users. 














istian Brann, another BIS company, provides a complete portfolio 
of direct marketing services including direct mail, telemarketing and other 
media. | 

In the US, NYNEX maintains over 14.4 million customer lines. 
Which is why so many countries ask NYNEX International to help them do 
the same thing. NAME 
The staff at our Science and Technology Center m 
dge of technology, so that the 


be relevant for many years to 
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gh-speed voice, data and 
Since NYNEX has been in the business of commu: 
information management for over one hundred y 
understanding of a great many industries. 
NYNEX International works with over 14 
providing information and communications services. 
iances are formed with major 
ions organizations such 
, France Telecom and 
‘Telecom Aus ogether we develop and 
apply new tec ies, fore le, an in- 
egrated network systems management plan 
d a digital cordless pocket telephone. 
vhether your information and 
ions needs are as simple as a 
one, or as complex as a global 
_ high-speed voice, data, and video network, 
~ chances are the answer is NYNEX. 
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elecor New York: Tel: (+ 1 914)397-1200 
Fax: (+ 1914) 682-8757 _ 
Telex: 286-169. 


London: Tel: (+ 44 1) 620-0663 - 
Fax: (+ 44 1) 261-9358 


Hong Kong: Tel: (+ 852 5) 8442688 — À 
Fax: (+ 852 5) 8101422. 


Frankfurt: — Tel: (+ 49 69) 756-0060 : : 
Fax: (+ 49 69) 74-64-3t 


Geneva: el: (+ 41 22) 469946 
NYNEX Int Fax: (+ 41 22) 46761 
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Need to communicate? Need to co 





MOLLA NN-ERW NK SEON 


It's the small details 
that reveal the way we think. 


Some people call it excessive 
German thoroughness or effi- 
ciency. However, it is no 
exaggeration to say that our 
passengers appreciate very 
much the fact that every 
check we make is a double 
check; that our employees 
are proud to work for 
Lufthansa and for you; and 


O 





that they carry out their jobs 
with the dedication that is 
the Lufthansa hallmark. We 
cannot afford to be anything 
Other than highly critical in 
the choice of our employees 
because we know we can 
afford nothing but the very 
best when it comes to look- 
ing after you. 


Lufthansa 
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Britons sueltered d on the hot- 





. test May Day since records 
began. The sunshine factor is 
. thought to have improved 
Labour's chances at the local 
elections on May 3rd, by en- 
ticing fair-weather socialists. 


Westminster's bipartisan 
stance over the question of 


hostages in Lebanon began to 


crumble. News that John Mc- 
Carthy and Brian Keenan had 
been seen alive and well in re- 
cent days led to calls from La- 
bour—and the Archbishop of 
Canterbury—for "active 

steps" by the government. 


Ford chose the season of bank 
holidays and “short breaks" 
to recruit a special force of 
part-timers working only 
Mondays and Fridays at its 
Dagenham plant. Absentee- 


ism before and after the week- 


end has been slowing down. 
production of the Sierras and 
Fiestas required to jam motor- 
ways on Friday afternoons. 


In an attempt to restore the 


image of the Tory party, some 


cabinet ministers have been 
assigned publ lic-relations 
“minders”. Top of the list for. 


sprucing up: David Wadding- 
ton, John MacGregor and for- - 
merly cuddly Kenneth Clarke. © 


Flops and disasters 


The launch of British Satel- 
lite Broadcasting got a fuzzy 
reception: six months late and 


few "squarial" receivers in the 
shops. A manufacturing hitch, 






described by BSB staff as caus- 
ing "continual mauve flashes" 
on the screen, held back the 

equipment from delivery. BSB’s 


promotional pamphlet is 


called “A Guide to What 


You're Missing". 


A crew of ten was killed when 
a Royal Air Force Shackleton 
aircraft crashed into a Hebri- 
dean hillside. The RAF denied 


the aircraft was hit by a missile 


on exercise, but does not 
know what caused the crash. 
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Signs of recession grow. The 
Confederation of British In- 


dustry predicted job losses ow- 


ing to stalled output, high in- 
terest rates and rising pay 
awards: The railway unions ac- 


“cepted a 9.3% increase. 


Bull terriers and labrador-col- 


lies are the latest recruits to 
the league of savage dogs, 
maiming four people between 





them in a week. Parliament 
decided against compulsory 
dog registration by a 12-vote 
majority. Fifty Conservative 
MPs defied hounding by the 
whips and voted for registra- 
tion. Next step a wooftax? 


Royal traditions- 





The Royal Mail celebrated the 
150th anniversary of the- 
Penny Black, the world's 


first postage stamp. The com- 


memorative stamp costs 48 
times its original price. But 
now, with luck, they deliver 
letters to your front door, not 


_ just to the local post office. 


Mrs Thatcher found anew 


reason for being wary of Euro- 


- pean union, asking for assur- 
ances that the Queen's posi- 


tion would not be threatened. 
Edward Heath and Labour's 
Gerald Kaufman derided her 
for talking “pile”. 






| gers carry £32 billion 1 
| the City every day,” said a 


_and monetarists: the first, 
cause they undermined the 


Habits old and new - 


 mugged in a 


the government's fo 


| the Euroburger. 


. cities after fast-food wrappe 







tacked crooked businessr 







trust on which the City of 
London was built; the secon 
because they live in a "cos: 
closed-cycle system” remo 
from reality. - | 
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A money-broker’ 









Bank of Englan 
assailant bearer note 
£292m. The Old La 

light of the loss: “foo 
























































Bank official. 


The Charity Commission an=: 
nounced an inquiry into = 
Oxfam's Front Line Africa 

campaign, suspecting it of be- 
ing overly political. Oxfam ` 
withdrew its campaign leaflets. ; 


Burger and chips are nomie 
fatty than roast beef and roast _ 
potatoes, said food minister- 

David Maclean in a stout ¢ 
fence of fast food. But stan- | 
dards need to be kept. UP, £9. 





bill will ensure that Britain - a 
competes on equal terms with 


The government announc 
big clampdown on aban« 
doned shopping trolleys, 
the biggest scourge of Brit 


A new clause in the enviror 
mental-protection bill will giv 
councils the power to seize 
them and sell them back to- 
their owners to supplement 
poll-tax receipts. 
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"Registered in England No. 1960271. p. 
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‘only, to holders of bearer Warranta. 25 7 pour information aux titulaires de bons de souscription au porteur. 
; Notice is hereby given that the Annua. General Meeting = Eurotunnel L'Assemblée. Générale Ordinaire Annuelle d'Eurotunnel S.A. se tiendra à 
S.A. will be held on Wednesday, 27 June 1990 at la Maison: de la Chimie, 28 la Maison de la Chimie, 28 rue Saint Dominique, 75007 Paris, le mercredi 
ue Saint Dominique, 75007 Paris, commencing at 3.00 pm (Paris time),and — 27 juin 1990 à partir de 15h00. L 'Assemblée Générale Annuelle d'Eurotunnel 
that the Annual General Meeting of Eurotunnel P.L.C. wilt be held on the ^ — P.L.C, se tiendra le méme jour et au méme endroit à partir de 15h30 ou dés 
same date at the same location at 3.30 pm (Paris time) ór as soonthereafter — — que l'Assemblée Générale Ordinaire Annuelle d' Eurotunnel S.A. sera 
as the Annual General Meeting of Eurotunnel § A. shall have ended or been terminée ou aura été ajournée, à l'effet de délibérer sur les Ordres du Jour 
adjourned. The business to be conducted at the meetings is set out below:- suivants:- 
. Eurotunnel S.A. | Eurotunnel S.A. 
€ To approve the Report of the Directors on the activities and business * Approbation des rapports du Conseil d'Administration sur l'activité et la 
development of Eurotunnel S.A. and the Eurotunnel Group during the z situation de la société et du Groupe Eurotunnel au cours de l'exercice 
year ended 31 December 1989 and the e Report of the Commissaires aux clos1e31 décembre 1989 et des Commissaires aux Comptes sur l'accom- 
Comptes for the same period: plissement de leur mission au cours du méme exercice; 
* Toapprove the annual accounts and the combined. accounts for the year . * Approbation des comptes annuels et des comptes combinés de l'exercice 
ended 31 December 1989: | ^ .* €los.le 31. décembre 1989; | 
€ To determine the treatment of the results for the year; ^ " è Affectation des résultats; 
€ To approve the agreements listed in tlie Special Report of the Commis- SENEC... "Approbation des conventions visées au Rapport Spécial établi par les 
Saires aux Comptes drawn up in accordanci with article 01 and 103 of Commissaires aux. Comptes ern application des articies 101 et 103 de la 


the law of 24 July 1966 on commercial companiés; loi du 24 juillet 1966 sur les sociétés commerciales; 
To grant a discharge to the Directors and to the Commissaires aux Comptes: € Quitus à donner aux Administrateurs et aux Commissaires aux Comptes; 


© 
9 To ratify the appointment of two Directors by the Board since the last ® Ratification de la nomination de deux Administrateurs cooptés par le 
. Annual Gerieral Meeting: Conseil d'Administration depuis la dernière Assemblée Générale Ordinaire: 
|, '* Delegation of powers for the completion of formalities, — : 9 Pouvoirs pour les formalités. 
. Eurotunnel P.L.C. : Tee TM ; . 
7 4. To receive the Directors’ Report and audited Accounts for the year, ended. k: Appro bation on Pappor Gu Conseil d'Administration et des Comptes 
31 December 1989. audités de l'exercice clos le 31 décembre 1989. 


. Renouvellement du mandat d'Administrateur de D. M. Child. 
. Renouvellement du mandat d'Administrateur de Sir Alistair Frame. 


2. To re-elect as a Director D. M. Child, who retires by rotation under the ; 
4. Renouvellement du mandat d'Administrateur de Sir Robert Scholey. 
5 
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Articles of Association. 


3. Tore- ‘tas a Director Sir Alistair Fr , who ti es a à ares : 
th RARE sie Association, ; ane i ir by rot tion under . Renouvellement du mandat d'Administrateur de B. Thioion. 
4, To re-elect as a Director Sir Robert Scholey, who ne by rotation . Ratification dela homination de G. de Wouters entant qu Administrateur, 
under the Articles of Association. oi ond pelas Conseil d'Administration depuis la derniére assemblée 
5. > Director B. Thiolon. wh rotat nu générale ordinaire. : , 
9 A ARRIAN, 3 EPHESEDY io nuer E 7. Renouvellement du mandat de “Auditors” de KPMG Peat Marwick 
6. On the recommendation of the Directors, to re-elect as a Director G, de McLintock. 


Wouters, who, having been appointed by the Directors since the last Annual E Autorisatio Ha conter er au Conseil d Administration de fixer la rémunér- 
General Meeting, retires by rotation under the Articles of Association. ation des “Auditors”. 

7. To re-appoint KPMG Peat Marwick McLintock as Auditors... NU Instructions pour assister et voter aux Assembiées 

8. To authorise the Directors to fix the Auditors’ ionic c E a Si vous souhaitez assister en personne aux Assemblées, voter par 


Ins dons sr Gian damce cud sou correspondance ou vous faire représenter par un mandataire, vous 


If you intend to attend the meetings in person or to vote byp iter by devrez immobiliser vos Unités au moins 5 jours avant les Assemblées, en 


D prévenant la banque ou l'établissement auprés duquel vos Unités sont 
proxy, you must immobilise your Units at dpud deis before rue mens comptabilisées de votre intention d'assister et/ou voter. Si les titres 


détenus sont sous la forme matérielle, ils devront étre déposés pour 
immobilisation auprés de l'une des banques citées ci-dessous. Vous devrez 
^ également vous procurer aupres de cette banque une justification de 
l'immobilisation de vos Unités et, si vous souhaitez assister en personne 
ou vous faire représenter par un mandataire, vous ou votre mandataire 


: devr te i ifi i , As eg, 
representative should bring to the once REPPE guotucatonaunsscmplbes 


e Si vous souhaitez assister aux Assemblées en personne, vous devrez 

If you intend to attend the meetings in person. you | should request an demander à la banque ou à l'établissement auprés duquel vos Unités sont 

Admission Card through the bank or other institution through which your comptabilisées de vous procurer une Carte d'Admission, que vous devrez 

‘Units are held. If requested in sufficient time you should receive your apporter aux Assemblées. Si vous ne la recevez pas, vous pourrez toujours 

, Admission Card before the meetings, in which case please bring it with you. If - . y assister dans la mesure où vos Unités auront été immobilisées et où vous 
| you do not, you may still attend the meetings provided that your Units have ^ vous présenterez avec une piéce d'identité. 

been immobilised and you bring with you suitable evidence of your identity. . dE | i 


















| respect of your Bearer Units, the bane heh Lan oes must 
3e for immobilisation with one of the banks listed below. w 









































Si vous ne souhaitez pas assister en personne aux Assemblées, vous 





If you do not intend to attend the meetings in person. you may exercise pouvez exercer vos droits de vote en utilisant la formule de pouvoir et de 

. your voting rights by using the combined proxy and postal voting form. . vote par correspondance. 
^ Copies of the Annual Report, the Companies’ Accounts and proxy and. Des copies du Rapport d'Activité, des Comptes des Sociétés, des formules 
postal voting forms may be obtained from: se NC . de pouvoir et de vote par correspondance peuvent être obtenues auprès de: 


English language - National Westminster Bank PLC, Registrar: s Depártment, PO Box 343, Caxton House, Redcliffe Mead Lane, Bristol B599 7SQ, England (by 
: post} - The Nomura Securities Company Ltd, 9-1, 1 Chuo Nihonbashi, Chuo-ku, Tokyo, Japan - Salomon Brothers Ine., One New York Plaza, New York, NY 10004, 
USA - Enskilda Fondekommission,Norrlandsgatan. 15, PO Box 16067, S - 10322 Stockholm, Sweden - Al Bank Al Saudi Al Fransi, 16 OM Al Mu'omenin Street 
-447, Sector 14E7, Al Sharafeya ~ Dist 3, PO Box 1 - D Jeddah, Saudi Arabia (available for collection). - Formulaires en francais (par courrier) Banque Indosuez. 
. 96 boulevard Haussman, 75008 Paris, France et à R.F.C 120 avenue des Champs Elysées 75008 Paris, France, ~ (à votre disposition} Banque Internationale, 
|: à Luxembourg. 2 boulevard Royal 2953, Luxembourg - General Bank, Montagne du Parc 3, 1000 Bruxelles, Belgique. 


. Copies of Directors’ service: contra: “ts of more than one year's duration’ and, in the case of Eurotunnel P.L.C., the register of Directors‘ interests in the. capital of the Company 
will be available for inspection à respective registered offices (given above} during usual business hours (excluding Saturdays, Sundays and public holidays} from the - 
date of this Notice to 27 June 1990 and at la Maison de la Chimie for a period of fifteen minutes prior to and during the Meetings. A member entitled to attend and vote at the 
Meetings may appoint a proxy to attend and, on a poll, to vote on his/her behalf. To.vote at the Meeting of Eurotunnel P.L.C., a proxy need not be a member of the vane To 
wote at the Meeting of Eurotunne! S. ,8 proxy must be the 5j use af the unit holder or any other unit holder. 


Des copies des contrats: de travail des Administrateurs d^ une dur plüs dunan et du registre des participations des Administrateurs. dans ie capital de Eurotunnel PL.C. 
sont disponibles. au siège social des Sociétés (dont l'adresse. est indiquée cbdessus) pendant les heures habituelles d'ouverture des bureaux (à l'exception des samedi, 
dimanche et jours fériés} à compt de la date des présentes jusqu'au 27 juin 1990, et à la Maison de la Chimie pendant tes quinze minutes qu précédent les Assemblées et 
„pendant ces derniéres. Un actionnaire qui est autorisé à assister aux assemblées et à voter a le droit de désigner un mandataire pour y assister et participer en son nom à 
tout vote, acne sar a main levée. Ce mandataire ne ' doit. obligatoirement être un actionnaire de la Société ou un conjoint d'actionnaire que pour. Eurotunnel, S.A. 













































NE criticism that Margaret Thatcher 


need never fear is that she has been too 


soft on Britain's unions. In her most cele- 
‘brated on-shore engagement, the prime ` 
minister challenged the miners, and won; 
she pushed through a series of employment: 


acts that tilted the balance of workplace bar- 


gaining-power in favour of managers; -she 
changed the unemployment-benefit system: 


stimulate competition for jobs at the bot- 


tom of the income scale. The prime minister 


was nothing if not thorough. How odd, 


then, that nearly 11 years after she took. cb | 


fice, her biggest economic fear is that Britain 


-is being drawn into a wage-price spiral of 
1970s vintage—indistinguishable in all im- 
portant respects from the sort it knew when. 


E Jack. S 





anlon (or whoever) was in charge. 


The government's immediate worry is. 


the influence that Britain's high inflation 


- tate is exerting on the current pay. round. 
For four years from 1984, earnings chugged. 
‘steadily upwards at nearly 8% a year regard- 





less of whether the inflation rate was 7% (as 


.. in the second quarter of 1985) or less than 





3% (as in the third quarter of 1986). 


inflation picked up in 1988, this changed. : 
Wages began to rise faster too, though their E 
acceleration was slower than that of prices... — In 1980-82, they didn't, and unemployment 
In the. past year—a period of slowing. 
growth, with productivity in manufacturing 


- up by jd Hosen have increased by 


Remember me? 





| ons shadeless than 1 0%. As the economy 


continues to slow down, the number of set- 


tlements in double-digit figures has begun to- 


rise—and earnings usually i increase by more 
than settlements, because of "wage drift". 
Remember, too, that inflation has yet to 
peak. The figure for April (to be released on 
May. 11th) is certain to show a big rise be- 


cause of the poll tax and the budget’s boost 


to excise duties. 


Failing to flex 
Fatter wage packets plus sluggish growth in 


‘output mean higher costs. Firms will there- 
fore want to charge consumers higher . 


prices. If the government maintains the in- 
terest-rate squeeze, that will be increasingly 


. difficult. So. firms might have to contain 


their costs by sacking workers. The extent to 
which this happens will be the real test of 
the labour-market flexibility that Mrs 


Thatcher wanted to create. i 
A. flexible labour market reduces the _ 


economy’ s wage bill with a mixture of slower 
wage growth and relatively stable employ- 


ment, rather than with the alternative mix- 


ture.of steady wage growth and higher un- 
employment. Wages, not jobs, ought to flex. 


^. soared faster than in any of the other big 


recession-struck economies. 





e or jobs quie the strain of the 
1196. say they expect to take on more: 
squeezed by rising interest. payments an 


that, until recently, higher produ 


new machines or changes in workin 
tices can raise a firm's productivity, hi 
wages make perfect sense? : 


omy over e same pains puis ie 


much of the reward for higher produ 


transformed it into decisively lower 
tion. Real wages would still have goi 


: ber of working days lost in strikes fel 


o That: ner then. What about now? Will. 






down? Worryingly, the Confederation 
British Industry's latest survey of thë 
omy finds that 3496 of the (mainly man 
turing) companies it covers are expecti 
lay off workers in the next four months;« 








companies complain that profits are. 


bour costs—a horribly familiar cry 
Pondering that, the governmet 
not take too much comfort fror 











financing: higher pay. Why not! Si 











Well, not in a truly competitive. labo 
market. There, higher productivity shou 
mean lower prices rather than higher we 
In practice, of course, firms share the 
of higher productivity with their worke 
but only. because the labour market is “i 
flexible". Sharing the fruits causes wages 









































ings growth of 8% a year with infla 
41596 a year—a considerable success 
own right: But the reforms have no 


duced a labour market that is. flexibl 
quite the way Mrs Thatcher hope 








was passed, firm by firm, to the wor 
volved. A competitive labour market ` 
have taken that shift in productivit 


but through lower prices, not higher 
Mrs Thatcher, one way or anoth: 
certainly weakened union power. The 


an annual average of 509 per 1,000 em; 
ees in 1975-79 to 178 in 1985-88. al 

membership was 53% of all employees 
1980 and 4396 by 1985. In several recent 
putes, the threat of sequestration: of 
assets and the prohibition on “second 
action have visibly deterred strikes. ] 
worked. Yet Britain has somehow reta 
its inflationary pay-bargaining ways. 
























































Electricity privatisation — 


Sold short 





THAT ought to have been: the easiest 
-leg of the coming electricity privatisa- 
jn—selling the distribution companies— 
looking increasingly - -accident-prone. 
imes Capel, the government's broker, dis- 
grees: it spun a bullish sales pitch at a big 
sentation to City investors on May 3rd. 
ut the selloff will be a nightmare for the 
ernment's prospectus-writers. The rea- 
mn: exposed to cut-throat competition 
ce the industry's “vesting day" at theend 
^ March, the. 12. electricity-distribution 
ompanies in England and Wales, due to be 
ld in November, are already losing big 
chunks of their intone: ‘power-supply 








he m 2 dao oai 
ity boards} are, in theory, 
protected by regulation: during the first four 


| Money swanks 


ae a 


JAITERS i in To smarter sort rA res- 
| taurant have noticed a new affecta- 
-tion among their customers: they have 
kee to brandishing fancy cheque books 
embossed with the names of private or up- 
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mà E E EEEE E "nen Wd recor 


accross 


~ Co, Harrods, and Adam & Company ple. 
| Where you keep it is now just as impor- 
| tant as how you get it and what you spend 
iton. 

Old money has known chis for years. 
The landed gentry began entrusting its 
loot to a private bank, C. Hoare & Co, in 
: 1672, when popish plots rather than the 
:poll tax threatened to topple govern- 
ments. New money too is patronising the 
«banks that like to say “Yah”. 

Coutts, the up-market wing e the Na- 
tional Westminster, was the first to spot 
the trend. "We developed a niche busi- 
ness”, claims Mr Warwick: Newbury, the 
head of its private-banking division, “‘be- 
fore the word niche was invented." The 
bank's success in the 1980s—Mr 
















noe that iprtuarket 


The byzantine new structure of the 
pressure in the marketplace. That makes the proposed sell-off far tougher 


eeaeee 


market banks: Coutts & Co, Child & - 


Newbury, who does not M as though he. 
is given to overstatemen calls. it dra- 


mpersonal i cail cut 


electricity industry is already under 


years after privatisation, generators like Na- 
tional Power and PowerGen (co-successors ` 
to the old Central Electricity Generating 


Board, and due to be sold in February 1991) 


can between them directly supply. no more 


than 1596 of each of the 12 distributors’ in- 
dustrial markets. 


This limit has des Been TER | 


National Power, in particular, has moved ag- 
gressively into direct electricity supply in the 
industrial market. One month on from vest- 


ing, it has already snared 6% of the market, 
and is rapidly heading towards 1096. British. 


Coal, one of Britain's biggest electricity con- 
sumers, has signed up with National Power 
and PowerGen for direct supplies of half the 
£160m-worth of electricity it uses each year. 
BOC has signed a contract for direct supply 


with Scottish Hydro-Electric.. Other big 


deals are in the offing. 


customers want up-market services. 

The most conspicuous customers of 
such banks are the the Lawson-boomers: 
the up-and-coming money-snobs who 
boast, unsmilingly, that "where you bank 
is who you are". Mr Newbury identifies 





four other sorts of clients: affluent profes- 
sionals who, in late middle age, inherit 


some capital from their parents; business- 
. men and financiers who lack either the 
time or the freedom to manage their 
money; foreigners who spend part of the 


year in London; and rich media types. 

^. To woo the new Britain, the banks are 
trying hard to appear to be part of the old. 
Anyone thinking of going into the busi- 


ness needs to be willing to spend as much 


on mahogany tables and oil paintings as 
on computer terminals and cash points. ~ 
As a general rule, the newer these 


‘banks are, the older they try to seem. 
. Adam & Company gives the impression 


Power, despite having near-identical trans- 
mission costs to their own, is offering: direct 
supplies of electricity to industrial users at 
prices some 10% lower than they could prof- 
itably charge. In a sharp exchange of letters 
with Mr John Wakeham, the energy secre- 
tary, in late April, the distributors describe 
National Power’s pricing policy as am 
discriminatory" (ie, predatory); oM 
Wakeham seems to have washed his bands 
of the dispute, passing the buck to Professor 
Stephen Littlechild, director-general of Of 
fer, the industrys new watchdog. Mr 
Littlechild seems keen to see the l; j% li 
raised, and preferably scrapped... 

As their industrial customers POS the 






. distributors are losing the chance to supply 
- them with the energy-management and en- 


ergy-conservation services which are likely 


_ to be a cornerstone of the energy business in 
-the 1990s. Worse, the most vulnerable dis-.. 


tributors—like Northern Electric, Manw 
and Yorkshire Electricity, which rely on in- 
dustry for up to half their demand —are also 


` bracing themselves for a fall in regional elec- 
— tricity demand in the 1990s, according to a 


| such understatement. 
be around when yuppies are no more ethan 


new forecast by the National Grid. 





that it numbered James Boswell among its 
customers—but actually started up in 
1984. The only member of the group to 
risk a tree-filled atrium, Coutts, is nearly 
three centuries old. Even there the frock 
coats and starched collars sported by se- 
nior staff dispel any fears of incipient 
modernity. 

In his history of Child & Co, Mr 
Philip Clarke serves up prospective clients 


just what they want: oodles of nostalgia 


and dollops of snobbery. He evokes a 
world of blunderbusses and muskets, quill 
pens and snuff boxes. He recites the illus- 
trious names associated (however vaguely) 
with the bank: “Oliver Cromwell is 
thought to have banked with Child's but 
unfortunately the ledger containing his 
account is missing". 

Many bankers see private Rants as an 
engine of growth in an otherwise sluggish 
market. But their appeal is strictly limited: 
the more accessible they make themselves, 
the less desirable they become. Mr Henry 
Hoare—the senior of six partners of 
Hoare's (all of whom are called Hoare) 
and a direct descendant of the founder 
ten generations back—insists that he 
deals with the same sort of people now as 
he did 30 years ago, and refrains from 
boasting about the services his bank pro- 
vides for its clients, “We merely pay their 
poll-tax bills and’ things. like that,” he 
murmurs languidly. There is wisdom in 
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Getting ahead 


HE first stage ‘af he DS 

sell-off will hand billings of £25m 
to the advertising le hat handles 
the campaign-—n an twice tl 
industry's advert 
normal year. | 
for the business 
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As if all this was not bad enough for the 
sale's Sid-appeal, Labour's big lead in the 





opinion polls has concentrated minds on. 
what a Labour government might do to the — 
industry. The recent performance of water 


shares has hardly helped the outlook for the 


electricity privatisation. On average; the ten 






water companies’ shares have fallen by 23% 
since their February peak, compared with a 
fall of 10% in the FT-SE index. Mrs Ann Tay- 
lor, Labour’s environment spokesman, may 
be partly to blame for that. In March she 
told a conference in London that a Labour 
government would not only renationalise 
water; it would impose a tough new regula- 
tory regime on their industry—and pay no 
heed to shareholders’ interests. 

Mr Frank Dobson, Labour's energy 
spokesman, says that a Labour government 
would almost certainly take control of the 
National Grid Company (which owns Brit- 
ain's electricity-transmission grid). That 
would effectively return control of the whole 
electricity industry to Whitehall. Labour 
would also impose another, much tougher 


layer of consumer-protecting regulation. 


And, inevitably, shareholders would be the 
last to be considered. 

This combination of open-ended politi- 
cal risk plus little or no growth in electricity 
demand is already affecting calculations of 
how much the first leg of the privatisation 
can be expected to raise from Britain's bat- 
tered army of small shareholders. A year 
ago, the government hoped to net £7 billion 


-for the 12 companies to be floated; now £5 
billion or so is the target. By November, if 


the distributors business keeps ebbing 


. away, £4! billion could be a better bet. 





The Highlands 


Whose hills? 


Growth has brought skirmishes between those who want development, 
and those who see it as environmentally harmful 


$6 ENEVER I hear, one of these 
spokesmen for greenery, growls Sir 
Robert Cowan, chairman of the Highlands 
3 Islands Development Board (HIDB), 
"there's hardly ever a Highland accent, nor 
even a Scottish accent." The question of 
who should decide the environmental fu- 
ture of Europe's greatest wilderness uon 
with nationalist passion. 
Since the mid-1960s, when its unem- 
E SN was double the Scottish average, 
the Highland region has prospered. Unem- 
ployment there is now down to Scotland's 
average, and the region's tiny population 
(353,000) is almost back up to its 1920s 
level. Some of this recovery is due to oil, 
some to tourism and new industries. The 






. planning department of the Highland Re- .- 
- gional Council (HRC) is the busiest in Scot- 
land. But old attitudes die hard: winning | 


new jobs, generally subsidised one way or 
another, and preserving existing ones are 
the main preoccupations of most officials in- 
volved in Highland development. 


On the desk of Mr Malcolm Rifkind, 


. Scotland's secretary of state, lies a structure 





plan prepared by the HRC, setting out the 
latest battleground: a proposal to allow an 
expansion of ski-ing at the Cairngorms into 
Lurchers Gully. Conservationists will see 
Mr Rifkind's decision as a touchstone of his 


Roaring for the land-owners 





tombent" w: 


the economic case for expansion. 


in the south-east to say that they need : 














































Alarmed at the prospect 
ment on, and more access 
wild Cairngorm plateau, th 
similar proposal was rejected by th 
tary of state in 1981. Some 7,00! 
have been sent to Mr Rifkind eres 
plan, many from sassenachs. ^ . ; 
The Hips has retaliated with a 





has prospered in Scotland. Cairngorm 
counts for more than half the total; on go 
days, it is desperately short of cap 
extra slope in Lurchers Gully mig 
the annual equivalent of 60-80 new fu 
jobs—and in winter, when tourist 

needs bodies i in beds. "lt is environ 
protectionism", argues Mr Roger C Came 
the HRC's director of planning, "for peopl 


north for its remoteness and lonelin 
The Highlands seem endless: hal 
land's land area has 23 people per squ 
mile, compared with 600 in the whole 
Britain and Northern Ireland. That 
partly explain why greenery is weaker 
Scotland than in the south. The Royal Soe: 
ety for the Protection of Birds has 30,000 
Scottish members; pro rata with England, 
that should be 50,000. The RSPB and Friend 
of the Earth both find it hard to recruit good 
Scots; FOE local activists are often. 
“incomers”. ES 
English voices have helped to win vic- 
tories on one green issue—the tax breaks 
that caused a boom in commercial forestt 
are being phased out. New planting in the 
year to March was 10,700 hectares—-half. 
that in 1988. It may recover, as big gra 
have replaced the tax breaks: between June 
1988 and December 1989, applications to. 
plant 50,000 acres came in at a rising rate 
Ar stack on the environmental e 

of commercial forestry got the Nature Con- 
servancy Council into trouble "with t | 
Scots. The Peterborough-based NCC, t 
government’ s national watchdog on 


















































ness and Sutherland (a pic iowa to 
walkers as MAMBA: miles and miles of bugger 
all). The NCC was perceived to be an English 
intruder in a Scottish debate. The govern- 
ment decided to merge it with the Country- 
side Commission for Scotland (ccs), creat- 
ing a new natural heritage agency, under the 
mbrella (conservationists think the thumb) 


of the Scottish Office. 


Going with the Flow 

the tone is changing. Directed by Mr 
ind, local authorities, foresters and con- 
vationists are drawing up plans of areas 
ere forests are or are not desirable. An 
greement on the Flow country has already 
been reached. The Scottish Office is think- 
ng seriously about eventually splitting the 
orestry Commission's regulatory role from 
's job of running forests. The Commission 
tself, recruiting a new director-general, has 
for the first time advertised the post, and 


i otels 


gap in the market 


HIS is the time of the year when it is 
SLA best to avoid driving on a Friday—or a 
_ Saturday, or a Sunday, or a Monday. Just 
- three weeks after the Easter weekend the 
_ British are settling into their next three-day 
break, to commemorate May Day. And an- 
- other will be round soon: spring fever now 
arrives with no fewer than four bank holi- 
< days in 6/2 weeks. 

: Not surprisingly, the shoctbreak mar- 
ket is booming. One direct result is a resur- 
gence of investment in the hotel industry, 
"which virtually dried up between the mid- 
970s and the mid-1980s. The tourist au- 
thorities are working hard to make the most 
.of it. Forget that old image of the English 
iotel as an overpriced, seaside guest-house, 
hey say. But it may take time. — — | 
In December 1989 208 English hotels - 
ere being built; extended or refurbished, at 

cost of £1.2 billion, compared with 42. 
rojects worth £128m in December 1985. 
A one end of the market, eoa penari are 


: | may well appoint an outsider: 


only two new hotel developments in 


Michelin as “comfortable” 





~ Conservationists hate the way planting 


permission falls outside the local-authority 


planning system. In the Highlands, Mr 
Cameron says his council feels adequately 
consulted on new planting schemes. That is 
not so for the region's latest boom industry: 
salmon farming. From 1,000 tonnes in 1979, 
output was up to 30,000 tonnes last year. 
New farms are licensed by the Crown 
Estate, which also earns £1m of rent from 
the industry. The HRC worries that the 
Crown Estate, as licensor and landlord, is 
too secretive and not sufficiently discrimi- 
nating. Environmentalists worry more: 
about the way fish farms look, about algal 
“blooms” in some lochs, and about the use 
of chemicals and antibiotics. The Scottish 
Office is listening: it may eventually bring 
fish farming into the planning system. 
Overgrazing does increasing damage. 
Generous EC payments encourage too many 


sheep. Deer are often worse. Landowners 


make money from stalkers, who pay to kill 


dersupply—even now the capital has 


progress. But in the provinces the 
problem is harder to explain.. Why, 
for example, does it cost £52-80 for a 
single room in a hotel listed by 
in Shef- 
field, but only £19-37 in Bordeaux? 
Despite differences in land and la- 
bour costs, the answer, unsurptis- 
ingly, is that comfortable hotels are 
not common in Sheffield but the de- 
mand for their rooms is strong. - 

For a casual tourist or a salesman | 
on a budget, the problem in Britain is not 
just affording two-star hotels, but finding 
them. Britain has two-thirds as many hotels 
as France, but most of these are generally 
small and unclassified. Ratings, if they exist 
at all, tend to be high with prices to match, 


-leaving only one-eighth as many rooms in 
British one- or. two-star hotels as in similar 


French ones. 
But the. Goncept: of the ' dude" ho- 





- tel—providing clearly defined, branded 


_ standards at low prices—is now starting to 



















o a the. mini mum o 
SY traveller (or a forei: 


mpared kde aer Eu. 








priced. The escalating cost of - 
h isa pure function of une 


catch’ on in Britain. The biggest ope 
- "Trusthouse Forte, 
x-.. "Travelodges" attached to its roadside rese 
-.. taurants; it hopes to have 100 by the end of © 
- the year. It has proved relatively easy to de- 
ie velop hotels next to out-of-town restau- 
. :rants: often the land is already owned by the 
_» Operator, and there is no need to. provide 
edium-standard hotels are — foo 


rator, 
opened 55 





has 








food in the hotel. So other companies like 


- Granada and Rank have followed suit. 


The ready-owned land suitable for such 


stags but leave huie herds 








ids, which 
destroy vegetation. Rambiers complain that 
landowners use shooting as an excuse to 
keep walkers off their land. 

Later this month the CCS is due to pro- 
duce a report for the Scottish Office on 
"popular mountain areas”. The aim is to 
concentrate minds on the best way to use 
and protect Scotland's vulnerable, accessi- 
ble wildlands. The ccs has long wanted na- 
tional parks, as in England. Many conserva- 
tionists worry that parks would mean more 
people and more damage. 

Mr Magnus Magnusson, Scotland's 


best-known conservationist (with an un- 


controversial Icelandic accent), will be head 
of the new heritage agency. He thinks it a 
mistake to search for single solutions to 
complex problems. He wants the search to 
be more devolved. He also sees, in subsidy, à 

tool for conservation. With £1m a day spent 
on agricultural subsidy in Scotland, he savs: 
the piper should have some say. Maybe d 
should include English taxpayers. 











developments will soon be used up. Ot 
companies, notably French ones like lbis 
and Campanile, are trying to start budget- 
hotel chains in Britain from scratch. Cam- 
panile already has a dozen hotels, but is find- 
ing development harder than in France. The 
main problem is buying land. Local coun- 
cils, by law, cannot sell land cheap, and a 
budget hotel. often is not feasible if land 
must be acquired on the market: often only 
an office development or four-star hotel will 
then yield an adequate return. 

So genuine: budget hotels still account 
for only about 1% of rooms in Britain, 
against 5% in France and 20% in America. 
The tourist authorities might do well to 
make better use of the biggest existing re- 
source: the bed-and-breakfast. To do that, 
they need a proper. classification scheme 
(building on their new "crown" ratings) 
and—far harder— J centralised reservations 
system. RT 











When luck runs out 
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cian is die one ipa the fiscal us 
~ which falls just right for pre-election tax 
cuts. A crisis abroad occurs just when 
things are looking worst at home. When 
your party is at its lowest ebb, the opposi- 
tion splits. Mrs Thatcher would retort 
that she has worked hard to create her 
own good fortune; but she has also ac- 
knowledged, quite simply, that she was in- 
deed "dead lucky". 

Now chronology seems hostile. Take 
the links between inflation and poll-tax 
reform. Though the Treasury can reason- 
ably assume that the retail-price index will 
be down to 5-696 by 1992, it looks possi- 
ble that the figure for the last month (to 
be announced next week) will be 10%. 
Consequently, the cabinet has already 
been warned that the 1990-91 public- 
spending round will be tough. 

It would cost around £3.6 billion to 
freeze poll-tax bills at current levels next 
year, or £7 billion-plus to cut them signifi- 
cantly. Even if the chief secretary to the 
Treasury, Mr Norman Lamont, succeeded 
in virtually closing down this year's spend- 
ing round for other departments, pump- 
ing in such a lot of money could represent 
an inflationary gamble. Compare the £4 
billion-5 billion injected into the economy 
by the 1988 Lawson tax cuts. 

In another year, a one-off increase in 
spending to sweeten the poll tax might 
have looked attractive. Particularly so if it 
were done by sleight of hand—say, by tak- 
ing education spending on to central gov- 
ernment's budget without cutting the 
grants to local authorities by the full dif- 
ference. (A fall-back paper on how to do 
this already exists at the Department of 
the Environment: it envisages all non-edu- 
cation council spending being held to the 
rate of inflation for the first year, to make 
sure poll-tax bills really were cut.) 

But not this summer. Instead, the 
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omist J.K. Gal 
pisi as she F 


Treasury can hardly bring itself to do 


more than tinker with the tax. It would, 
-- for instance, accept a more generous tran- _ 


sitional relief scheme. That might cost as 


little as £200m-400m a year. But wholesale 


reforms are getting a thumbs-down from 


the Treasury. "We should take the poll 


tax on the chin," one minister said this 
. week.- By sticking with the tax, the party. 


might win the election despite everything; 
but with serious inflation and high 
mortagages, "we wouldn't have a prayer”. 





Tough-guy Lamont. 


Such an argument would appeal to 
Mrs Thatcher’s gut instincts. At Che- 
quers in 1972 two members of Mr Heath's 
Think Tank gave a presentation to the 
cabinet about the economic outlook. 


(One of them was Mr Robin Butler, then a 
rising Treasury mandarin and now the . 


knighted cabinet secretary; the other, Mr 
William Waldegrave, now a Foreign 


fice minister.) With the aid of a di 
‘tacked to a fine oak-panelled wall, they 


demonstrated that inflation was likely to 
top 10%. A shocked hush fell on the 
room. It was broken by Mrs Thatcher, 
then education secretary, flinging down 
her pen and announcing, "Well, if that is 
true, then we have lost the next election." 


The then chancellor, Mr Anthony Bar- 


. ber, protested that it wasn't and. they 


wouldn't. (But it was and they did.) 

What then are her options? To intro- 
duce mandatory capping for every local 
authority would remove the one strong 
political justification the poll tax has— 


IE 
~ political timing would make banding di 


2m ipei a frio 


~~ ng as lead vocalist for "Band-Aic 


 betoo “negative”. 


be a long and entertaining summer. 































































that it makes local spending decisior 
ble and vulnerable to voters. = 

Rather than getting most bills di 
how about making the system fairer 
banding the poll tax, reflecting ability 
? But just as the threat of rising infl: 
has foreclosed one reform option, 





cult. For it is likely that, very shortly, after 
the local election results have come in, M 
Michael Heseltine will make a speech 





votes. In the ae of lia OC 
and with the glamorous Mr F 


stout Colonel Mates on tuba), who know 
whether the government would now be 
able to repress this idea again. D 
At the moment there is no opportu- D 
nity for a backbench revolt along these © 
lines. But the possibility alarms ministers. | 
If Mrs Thatcher does introduce a bill in. | 
July to exempt wives at home from the - 
tax, or to cut the charge for caravans and 
second homes, it may be difficult to draft 
it in such a way that the "Band-Aid" fac- 
tion cannot ambush it. It is just possible | 
that Mrs Thatcher would swallow the hu- 
miliation of following in Mr Heseltine's ~ 
steps, would order a U-turn, and would - 
embrace banding. But it seems unlikely... 
Ministers stress that these are early. | 
days in the Great Revision. Everything is +} 
"up in the air" or “still in the melting | 
pot" or "there for the taking". In fact, the- 
radical options being discussed at present - 
already look non-starters. Their timing 
looks all wrong. | 


Here comes the cavalry 


So can the Tories counter-attack? Bá 
Conservative Central Office, an instru 
tion given by the prime minister befo 
the local-election campaign has been cau 
ing some irritation. With the mud-sling- 
ing European elections in mind, she 
dered that the Tory campaign should. 


Her troops, though, compare the L 
bour lead to wet concrete— possible : 
scrape away if you move fast, but almo 
immovable if left untouched. Ín this spiri 
the Conservative party chairman, 
Kenneth Baker, is preparing a summer as- 
sault on Labour spending plans, to run 
through the rest of the parliamentary ses- - 
sion. Ministers will be told to challenge - 
their Labour opponents’ pledges in a sus- 
tained attempt to dishevel their much- 
prized, pin-suited sobriety. It promises to 
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 Trumped 


enpifet to y réduce 
nis $3.2 billion debt. Up for 
"E are the Trump Shuttle, 
bought less than two years 
ago, and two bits of Manhat- 
tan: Trump Tower, a luxury 


apartment building, and the 
Grand Hyatt Hotel. 


John Elliott may soon join 
the ranks of out-of-favour ty- 
coons. A plan by Elders ixt,, 
the Australian conglomerate 
of which he is boss, to buy the 
brewing interests of Grand 
Metropolitan and to make a 


| pub-management alliance with 


it is to be studied by Britain's 
Monopolies and Mergers 
Commission. Any delay _ 
caused by the enquiry threat- 
~ ens Mr Elliott's debt-ridden. 


| empire. 


The Bush administration de- 

leted Japan (despite much op- 

position) and Brazil from its 

“| super-301 list of unfair trad- 

.| ers, but kept India on. It re- 
` stored $ billion of Mexican 

exports to the list of goods 


| that receive favourable treat- 


-| ment under the Generalised 


-| System of Preferences. And it 


.| announced plans to relax its 


<| rules on high-technology ex- 


ports to Eastern Europe; un- 
:| der the new rules exports of 
“| most personal computers will 


be allowed. 


A survey of 318 European fi- 
nance directors by Business 


purance p conce 


jns found thee most 


|| believed the single market will 
4 Squeeze were es Roughly 








' banking: and 
bout. 7096 be- 


lieve in the Euro-consumer, 


cd Poe cd Pe to run. 


Sell i in \ May... 


Union Texas Petroleum, a | 
medium-sized natural-gas and | 
crude-oil firm, has put itself up 
for sale. The company is val- 
ued at some $2 billi 








Henry Racamier lost control 

in the French courts of LVMH, 
the merger of Louis Vuitton 
(of luxury baggage fame) and 


Most Hennessy (of cham- 


pagne and cognac fame). Vic- 
tory went to Bernard Arnault, 
allied with Guinness (of beer 
fame). The court endorsed 
their controlling stake in the 


company. . 


An announcement that Gan- 


. nett's major shareholder, the 
. Gannett Foundation, plans to 


sell its 1096 stake in the Amer- 
ican broadcasting and media 
giant, created speculation that 
it too could be up for sale. 


New alliances 


West Germany's Allianz, the 
biggest insurance firm in Eu- 


rope, will merge its operations k 


in France with those of Navi- 
gation Mixi 
cial and food conglomerate, to 
create a $1.8 billion-a-year i in- 





ixte, a French finan- 






Wa Volvo is trying to” 
lure Japan's Mitsubishi Mo- — 







tors into its joint venture with » 
Renault to build a new car. = 





giant, is buying 25% of Bang 
& Olufsen, the Danish, 


j| maker of thin stereos. Philips 
| wants to learn: something | 
about design. - 


Stora, a Swedish forestry 
company, outbid international 


" T'goslr to buy 86%: of 


Feldmuhle Nobel of West 


Germany, valuing. one cf Eu- 


. | rope's biggest pulp and paper 


operations at $2.4 billion. The 
two companies have operated 


l| joint ventures for decades. 


The American sius stores 
of Burger King, owned by 


Grand Metropolitan, are to 


-buy their soft drinks from 
Coca-Cola instead of PepsiCo. 


PepsiCo will lose some $270m 


à year in revenues. 


l Stocks and strikes 


One-day strikes over pay and 
shorter working weeks 
brought many West German 
car plants to a standstill. - 


à | Global warnings 


|" Philips, the Dutch elecitohics:.| 


_| and open a new branch in 
|. Washington, pc. 





| 
| 
| 
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Share prices on the Seoul 
stock exchange suffered 
record falls after weekend 
strikes in South Korea's 
shipyards. Angry protests by 
investors prompted the gov- 


.ernment to introduce more 


measures to support the stock- 


market and the economy and 


to promise a crackdown on la- 
bour unrest, property specula- 
tors and inflation. | 


| 


-| ded to shake up its opera- 
i tions for the first time sin 
1882. It will slash the numt 


firms millions of dollars in 


competitiveness of American 


| Tu lawyers think that $400m 
"Michael Milken, America's 














The Bank of Japan has de- | 










of headquarters departm n 











































Rank Xerox reckons that 
photocopier sales to Eastern 
Europe should quadruple by 
1995, 








To the rescue 


America's business lobby has - 
persuaded the Justice Depart- - 
ment not to push for harsher- 
mandatory penalties for cor- . 
porate crime. This will save | 












fines. Businessmen had. called 
the proposed sentencing. 
guidelines a burden on the 








companies. 












of the $600m fine imposed on 






ex-junk-bond king and histo- 
ry's richest fraud, might be 
tax-deductible business- 
expense. 


Abu Dhabi is paying $528m 
for a 20% stake in Bank of 
Credit & Commerce Inter 
national, the Luxembourg- 
based bank that has pleaded 
guilty to money-laundering — 
charges. BCCI made a $500m 
loss in 1989. The oil-rich Ara- 
bian state, which now controls. 
the firm, is also to inject an- 
other $400m of new capital. 
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© We doubt it For the being, - | 
companies like yours will continue io : suffer. the 
. inconvenience of separate currencies in every major 
market in the world. 
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Brand-stretching. 
fun—and dangerous 


In the 1980s com 


lar again 


NE of the startling rediscoveries of the 

past decade has been the value, both 
on store shelves and in company balance 
sheets, of brands. From booze to lipstick, 
consumer brands were the prizes which 
sparked some of the biggest takeover battles 
coc grandest Jia schemes of the 
ES d0s. The $6.2 billion break-up of Beatrice, 
the $25 billion leveraged buy-out of RJR 
Nabisco and the £2.55 billion ($4.5 billion) 
takeover of Rowntree by Nestlé are just a 
few of the mega-deals launched because bid- 
ders and break-up artists thought they could 
sell well-known brands or exploit them bet- 
ter than existing managers. - | 
.. The steam has gone out of the takeover 
E market, and few big brands still carry "for 
. sale" signs. At the same time companies that 
~ have paid inflated prices for brands in the 
." past few years are under greater pressure 
_ than ever to get more out of their expensive 
~ acquisitions. So, after a massive reshuffle of 
^ brand portfolios, managers in consumer- 
. goods industries are returning to an old 
~ standby of marketing: brand-stretching. 
~ + Stretching a brand can be lucrative, but 
- it can also be dangerous. This trick—using 
~~ the recognition value and reputation of a 
brand name in a new product area—is often 
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anies often paid stratos 
lished brands. With many of the best bran mapped up 
creating new brands aid. extending existing brands is 





can be 


et nd prices to acquire estab- 
up fed 
becoming popu- 


a quick and cheap way for a company to in- 
vade a new market. But brands are not end- 
lessly elastic. Stretching can also undermine 
the credibility of the original product. Con- 
sumers either may not believe that the new 
product shares any of the cachet or charac- 
teristics of the old, or they may simply forget 
what was attractive about the original item. 
Listen to Mr Peter Philips, head of the Brit- 
ish subsidiary of CPC International, a New 


Jersey-based food company which produces 
© Hellmanns mayonnaise and Mazola oil: “If 


you get brand-stretching right, you can 
travel further for less money. If you get it 
wrong, you risk weakening the core values of 
the original product.” 

Nevertheless, many companies are be- 
ginning to stretch their brands for the same 
reason that they once scrambled to buy es- 
tablished brands at ever-higher prices: 
launching a new brand can be even riskier 
and more expensive. Already barraged with 
advertising and confronted by a babble of 
brand names, most western consumers have 
the attention span of a gnat when it comes 
to listening to yet another pitch for a new 
product. Nielsen, a market-research firm, 
found that, of America’s top 22 brands back 
in 1925, 19 still led their product categories 


60. years later. Britain’s ko ten g 
brands have an average age of 42. - 


food and drink. America's Mars ha 


< launched an ice cream in America and 


which. in America is known as th 


| faunchied Chicken McNuggets. Guinness, 


Tanqueray Sterling Vodka: to partner i 


e price of — less advertising, but consumers were also 


-knew an initial trial. 


-about 3096 of new brands exist today, while 















































- Brandestretching is especially pop 





ype named after its famous chocola 


y and in Europe as the Mars bar. 
onald's is experimenting with McPizz: 
its American stores, having previou 


British drinks firm, has introduced - 


market-leading American gin. 
Quaker Oats recently unveile 
microwaveable sandwiches under it 
old porridge-oats name. d 

Brand-stretching can save money. 
fore a penny has been spent in advertising 
an old name can dress up a new product 
with all sorts of (it is hoped) favourable assò- 
ciations. OC&C, a London-based consul 
tancy, recently studied five years’ worth of _ 
new-product launches by one multinational: ' 
client. Its findings? The advertising and pro- 
motion costs per customer persuaded to tty. 
out each new product were 36% less for. 
stretched brands than for completely new 
ones. Not only did stretched products need. 


more willing to give names they already 


Even well after a new product's s faunch, 
stretched brands have a higher survival rate, 
OC&C found that, of products launched b 
the same multinational six years ago, only 


over 5096 of stretched ones do. * 
Brand-stretching may be dnm bu : 
what happens to the original product if th 
new product flops? Does it take the bran 
name with it? Unilever's oil and spreads s 
sidiary, Van Den Berghs & Jurgens, is d 
to find out: the company's new low-calo 
salad dressings, which use the same nam 
its market-leading Flora margarine, hi 
been a failure. Not even a well-known nai 
can save a product that tastes wrong. 
plains Mr Birger Wernerfelt, a mark 
professor at the miT Sloan School of } 
agement: “Umbrella branding me: 
putting up the reputation of the old pro 
as a bond for the quality of the new on 
Badly thought-out brand-stretches 

be hideously i inappropriate. “At some po 
the elastic snaps," observes Mr Patr 
Barwise of the London Business Scho 
Imagine a Pepsi single malt whisky or Ch: 
nel galoshes. In 1979 Levi Strauss intr 
duced a line of slacks and blazers under th 
name David Hunter. They were markete 
"classically tailored clothes, from Levis 
























‘contradiction i in terms? Th 
who buy classically tailored 
clothes thought so too, and the. 
range sank without trace. "E 
In a new book, "Bottom Up 
"Marketing", two Ámerican mar- 
keting pundits, Messrs Al Ries | 
and Jack Trout, criticiseeven out- ~ 
wardly successful — brand- | 
stretches. In 1973 Milwaukee's 
Miller. Brewing stuck its name, 
ynonymous with a hefty g d 
id-boys brew, on its new “Tite” 
eer, Miller Lite is now America’s - 
econd-biggest-selling beer, but 
2 original beer, Miller High 
, has dropped to sixth place. 
. Mr Ries argues that, by mud- 
lying the connotations of the Miller name, 
he company has hurt its "brand equity". 
Declares Mr Ries: "In an over-communi- 
ated society you are lucky if vour brand can 
mean one thing. Álmost never can it mean 
two or three things." Miller's original beer is 
. advertised to older drinkers on the basis of 
traditional American values ("buy that man 
"Miller, the best comes shining through”) 
- Miller Lite hits the-under-24s using tongue- 
dnecheek endorsements from sportsmen and 
comics. Nevertheless Mr Ries’s criticism 
may be unduly harsh. Miller has at least re- 
shaped an old, dying brand into a successful 
new one. 

Even firms still wary of the risks of 
brand-stretching are becoming more inter- 
































































HAT’S in a name? For a new drug, 
probably success. or failure. 
Pharmaceutical products are supposed to 
sell on scientifically verifiable effective- 
ness, not fashion. But surprisingly, and 
. perhaps disturbingly, the drugs business 
Often seems to depend on brand names as 
much as haute couture does. 

The reason is simple: the average doc- 
tor has some 50,000 drugs to choose from 
- when writing out a prescription. Bewil- 
|. dered by choice, few doctors ever pre- 
scribe more than 100. As a result, a catchy 
brand name can stick in a doctor's mind 
and make or break a new product —or 
protect the market share of a drug after its 
patent expires. 

Though there may be some science in 
coming up with new drugs, coming up 
with new drug names is more of an art. 
Companies will agonise for months over 
-the choice-of a name but they do try to 
follow a. few. simple rules. Each name 
should be no more than three syllables or 
seven. penne lon | c MP names do 





A stretch too far? 


ested in pursuing a related strategy: 

globalisation of their brands. Despite its 
vigi globalisation has proved to be a 
disappointment for many consumer-prod- 
uct companies. The strategy has worked best 
for luxury-goods firms (look at the way posh 


shops splash New York, Paris, Tokyo across 


their shopping bags), and purveyors of prod- 
ucts made universally popular by the spread 
of American youth culture, such as records 
and hamburgers. | 
For the vast majority of consumer-goods 
firms, however, the benefits of taking 
brands abroad are less obvious. The con- 
sumet, says Mr Mike Perry, marketing direc- 
tor of Unilever, "couldn't give a damn 


whether the product he is buying i in Wigan 


than Pepcidine, an alternative which was 
originally thought to trip off the tongue 
more easily. 

Acronyms are usually taboo because 
they can inadvertently stand for the name 
of a disease. One name Merck had consid- 
ered for its anti-ulcer drug was CID, which 
was memorable enough but could not be 
used because it resembles sip, which 
stands for sudden infant death, better 
known as cot-death. 

Drug companies usually derive their 
pill names from the illnesses the drugs are 
meant to treat, the action of the drug, part 
of its official chemical title, or some mix- 
ture thereof. Thus Librium, the first pop- 
ular tranquilliser, came from the word 
"equilibrium", which Librium was sup- 
posed to provide. Zantac, currently the 
world’s top-selling drug (made by Glaxo), 
was supposedly named because the drug 
counter-acts acid secretion in the gut— 
hence antac, a fragment of the word “ant- 
acid” —and was originally intended to be 
taken twice a day—hence Z, which looked 
like the numeral “2” to someone at 
Glaxo. Tagamet, a rival antacid made by 








one » country is worth chine 

in another only if it exploits an 

idea original and universal 

enough to have special appeal in 

foreign markets. ^ Unilever's 
Timotei frequent-wash shampoo, 
originally dreamt up by the com- 
pany s Finnish subsidiary, uses an 

image of purity and mildness 
which has managed to convince 
consumers from Tokyo to Tip- 
perary. Many products, like 
Spanish wine and Fosters lager, 
actually. trade on. their national 
identities. 

But a brand without a clear 
national image or a strong message can 
flounder in a new market, even if it has been 
successful at home. Switzerland’s Jacobs 
Suchard is wheeling its Lila Pause chocolate. 
around other European countries and in^ 
pan, without much success except in G 
many, where shoppers can at least under- 
stand the meaning of the product's name 
("purple break", which loses something in 
translation). For obvious reasons, its milka 
bar is faring better in Britain. 

Brands risk hurting themselves if they 
indulge in too many acrobatics. On the 
other hand, says Unilever's Mr Perry, "they 
take a tremendous amount of mismanage- 
ment to destroy". Even the swift birth and 
death of New Coke didn't much harm 
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| Take a dose of backward man 


| 
SmithKline Beecham, borrowed a bit of | 
the word “antagonist” (because it 
"antagonises" acid secretion) and a bit of 
“cimetidine”, its generic chemical name. 
Voilá Tag-a-met. Geddit? 


For all their ingenuity, drug companies 





can run into nonu Sroblene 
Retrovir, the juries drug made by 


Wellcome, ... is - abbreviation. .of 
retrovirus, the t that causes the dis- 
ease. ie eevee’ in Latin, Retrovir 





— thom Min 
















ani T c th emselves 


URING the 198 

dustry was transfo 
bet soup of new ma 
niques like jrr (jus 
quality control) and 
cess control) revolutio 
floor and became 
words. Service industri 
covering everything 
credit-card companies, seemed to be miss- 
ing out. For years back-room computers 
have been used to do the donkey work in 
many service firms. But few service busi- 
‘nesses have experienced the top-to-toe 
changes which have swept through manu- 


| 

E: 

: voce in- 
j 

| 

| 

-. facturing companies. Now, however, the 


V 


tistical pro- 
the factory 
ement buzz 
a fuzzy term 
urger bars to 








smartest service firms are bent upon their 
own managerial change. 

In manufacturing, the product is all: it 
is made or broken by its functional excel- 
lence, reliability, after-sales service and 
suitability to consumers’ needs. Services, 
however, are usually consumed at the 


same time they are produced. Their value : 


to the customer is created at this instant of 
contact, then disappears—cheeseburgers 
and telephone calls have no resale value. 

The received wisdom in service indus- 
tries has long been that the introduction 
of the sort of technology-based techniques 
which have revolutionised manufacturing 
may cut costs, but can be introduced only 
at the expense of a more "dehumanised" 
and less flexible service. À new generation 
of high-tech service businesses is proving 
this to be bunkum. 

The signs are that economies of scale 
in service businesses stem from identify- 
af ing the smallest "unit of service", which 
 »€an then be streamlined and replicated 
[S throughout the company. As Mr James 





mouth College note in a paper published 
in a recent issue of the Sloan Manage- 
ment Review, many service firms still 
think that the smallest. truly replicable 
unit in their businesses is the individual 
store or office. Some firms, however, are 
shrinking their replicable units to far 
smaller sizes. In the case of pizza parlours, 
that might mean identifying and replicat- 
ing cooking cycles, measures and how 
toppings are put on the crust. 

Mr Quinn and Ms Paquette coin the 
term "micro-management" to describe 
how service firms can benefit from con- 
centrating on ever-smaller units of their 
businesses. The first payoff for micro- 
managers is a self-evident one: identifying 


TOC (total E 


Quinn and Ms Penny Paquette of Dart 


d Like | iesu fectnrihg, services are thinking again 





a large number of small, replicable units 
means reaping the. benefits of mass pro- 
duction and. standardisation at every 


level. And if a firm does not have a com- 


parative advantage in producing any par- 


ticular unit, it can subcontract the task to 
an outside specialist. 


. here. are less-obvious gains from. 
breaking down service tasks into ever 
smaller units. By automating, computeris- 


ing or contracting-out the most mundane 
or repetitive tasks, service firms free em- 


yi" ^ THEY VE CERTAINLY 


IDENTIFIED THE SMALEST | 
 UMIT OF SERVKE —/ 





aes to spend more time thinking and — 


meeting customers’ needs. Computers 
thus "rehumanise", not dehumanise. 
Such service-support gadgetry, when well 
designed, helps inexperienced staff to per- 
form complex tasks with less training. It 
frees managers from drudgery, too. By in- 
stalling computers to handle everything 
from ordering and cashflow to inventory 
control and marketing at its outlets, Dom- 
ino's Pizza, an American fast-food chain, 


freed managers from 20 hours of paper- 


work each week, leaving them time for 
more valuable tasks. 

Other gains can come from the flex- 
ibility offered by the segmentation of 
tasks. The smaller the replicable unit, the 
greater the opportunity for micro-manag- 


This week's ECONOMICS FOCUS appears | 
in the Finance section, and looks at corpo- 
rate debt and the Fed. 








reds, For a bunt bar, | 


. spending patterns: in meticulous det: 


impressions last. If employees 
direct contact with customers are 
"formed or incompetent, no amount 
igent micro-management will undo 


tellers, for example, cannot know thean- |, 

swers to all the questions they are likely to. 
be asked by customers. But “ expert" com- 
puter systems and interactive terminal 


knowledge available to tellers. If such s 


. handle customers’ requests themselves... 


‘may end up looking something like a spi 
















































offering customers. a choice ff 
sized helpings of ketchup, rather ti 
like-it-or-loathe-it dollop. 


able m from micro-managing. gue 
ican Express, by analysing informatior 
about its customers and their changi 


Amex can target its special offers, tr 
and financial services more accurate 
and offer detailed breakdowns of 
tomer-spending patterns to. the reta 
with which it deals. — ^. 


Assets that walk and talk 


For customers of service com 


damage. This is a particular problem fo 
restaurants and fast-food chains, whic 
employ school-leavers, part-timers and ca- 
sual staff to cut costs. d: 
To make disaster less likely, some ser- 
vice companies are standing their orga- || 
nisations on their heads, making everyone | | 
from the chief executive to filing clerks | 
“work for" customer-contact employees, - 
helping them to make the most of their | 
brief customer encounter. Some firms | 
take the concept further still: the orga | 


| PERIS chart of Toronto's Dominion | 
chief executive at the bottom. This isfine | 





puts the customer at the top, the 


in theory, but tricky in practice. - dE 
Technology may be the key to duds A 
inverted service organisations work. Bank- | 


can make much of a bank's collectivi 


tems are well designed, they inform teller 
where to seek help quickly if they canno 


The best structure for a service fitm 


der's web, with each employee able to ta 
into the firin’s collective knowledge. anc 
experience via networked computers. 

Management-consultancy - firms. lik 
McKinsey and Arthur Andersen are p 
neéring such approaches in t " 
businesses. They have an ulterior. moti 
Consultants, like employees of mos I 
service companies, are assets that 
ily poached by competitors. Knowledge 
support systems, which improve. individ 
ual employees’ performances by giving 
them access to the company’s collective 
knowledge, encourage employee loyalty 
while making any individual dispensable. 































to hold Te RE interests ob the special donation of US$2 million 


group. De Beers and De Beers ` : towards a national educational 





| Coping: AG vill conti Hine to — institute. 


| , A profik t to R2865 cae 2 
i3) 127 million) and a 40% ^s S 





In Botswana, the major recrush plant 
at Jwaneng will come on stream 


Bi | diamohid jesdler: ery set in 


record. However, as anticipated, - AP | 
in mid-year. Debswana has also 


growth slowed to a more normal: raté 7 | DEM WA 
es announced the establishment of a 


and it was a year of consolidation ~ LOW 
“in rough diamond sales. The rough gos 
diamond market was strong in the | 
first pa tof 1990 and espe cut 
: another sa atisfactory year. - | 





new diamond cutting factory, creating 
500 jobs in the first phase. Work is _ 
on schedule at the US$362 million. 
Sua Pan Soda Ash project, in which 

De Beers | 1as a a12 15% Yo interest. 











applaud. Namibia’ S Bu to. he 
commi unity of nations and, as long- 
standing corporate citizens, ‘reaffirm 





|. Our commitment to its development € | 
~ and success. This commitment isbest The new US$430 million Venetia 
| illustrated byourinvestmentin — ^ diamond mine in the Northern 
the Navachab gold mine, and the Transvaal represents a major invest- 
- new ‘diamond ı mines at Auchas and. ment in the future. of South Africa. 


zabeth Bay. CDM marked. 


mibia’s independence wit 








carats a year of medium quality 
diamonds. Employing 750 people, it 
will have a substantial multiplier 
effect on economic activity in the 
area. Full production will be 
reached in 1992. Total production 
from Debswana and De Beers 
increased by 295 in 1989 to 

24.8 million carats. 


SP 
South Africa 


De Beers welcomes the dramatic 
developments in South Africa, 
which have profound implications 
for the entire sub-continent. It is 

to be hoped that a new constitution 
and bill of rights will facilitate the 
creation of a prosperous, non-racial, 
multi-party democracy which could 
be the engine of growth for a region 
that desperately needs an escape 
from poverty. We believe that all 
people must have access to the 
market place as much as to the ballot 
box if they are to create wealth for 
themselves and prosperity for their 
country. De Beers will continue its 
programme of social investment, and 
maintain its role as an agent for 
positive change. 





The full Chairman Statement is 
contained in the Annual Report of the 


Company for the year ended The diamond industry employs more than 1 million people in 40 countries around 
31st December 1989, which has been the world, all linked by a common goal and all working towardea defined target. 


posted to Shareholders. We owe our success to their commitment. 


De Beers 


De Beers Consolidated Mines Limited (Incorporated in the Republic of South Africa) London Office. 40 Holborn Viaduct, London ECIP LAI. 
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Free trade for polluters 


NE way to reduce environmental 
pollution is to give companies per- 
mits to create a certain amount of dirt, 
and then let the cleanest sell their right to 
pollute to the dirtiest. This method has 
been tried in America but is little known 
in Europe. Now influential voices in the 
White House suggest tradable permits 
might be the way to tackle the biggest 
environmental problem yet: "greenhouse 
gases" that may cause global warming. 
Enthusiasts see tradable permits as a 
way to combine the certainty of regulation 
with the flexibility of the market. Taxing 
polluters lacks certainty: if a tax is too low, 
the environment stays dirty. But simply 
setting standards and telling all firms to 
meet them is economically inefficient: for 
some firms, the cost of meeting a given 
standard will be higher than for others. 
With tradable permits, the govern- 
ment sets an overall level of dirt it is will- 
| ing to tolerate and then hands out permits 
| to firms to create that much dirt and no 
| more. If some companies can do better 


———— TEUER m 


whom cleaning up is more expensive. 
Companies can choose the most cost-ef- 
fective course: to clean up and sell, or to 
stay dirty and buy. 

Elegant in theory, tradable permits 
have been less successful in the real world. 
America's Environmental Protection 
Agency has used tradable permits to make 
it possible for new companies to set up in 
places where the air-quality targets in the 
Clean Air Act had not been met. The ef- 
fect has been to cut the capital cost of pol- 
lution control cumulatively by an esti- 
mated $10 billion, though mainly by 
letting companies offset increased emis- 
sions from one outlet against smaller emis- 
sions from another within the same plant. 
Trading between companies has been 
slow, although at least one specialised bro- 
ker makes deals. The green lobby hates 
the idea of giving industry a "right to pol- 
lute", and the scheme has been plagued 
by litigation. Complicated rules for trad- 
ing are also inhibiting. 

The new clean-air bill proposes that a 


than their permit allows, they can sell limit be set on nationwide sulphur-diox- 
spare polluting capacity to those for ide emissions by all of America's power 


Coca-Cola, still easily the world's best-sell- 
ing soft drink. In fact, to distinguish its origi- 
nal product from the disaster of its new one, 
Coca-Cola came up with the name Classic 
Coke. That was probably the world's first 
example of brand-shrinking. 





Robert Maxwell's new newspaper 


The dawn of a 
new European 


AY llth sees the launch of what 

claims to be "Europe's first national 
newspaper", appropriately titled the Euro- 
pean. Written in English, edited in London, 
but printed in France, Germany and Hun- 
gary as well as Britain, the paper aims at a 
weekly pan-European circulation of 
225,000. Mr Robert Maxwell, a polyglot 
British media tycoon, has already had a cou- 
ple of abortive attempts at launching the 
new title since first announcing it in 1988. 
This time it looks as though it will at least 
see the light of day. 

Despite its long gestation period, the pa- 
per has been put together in a hurry. Its edi- 
tor, Mr Ian Watson (a former deputy editor 
of Britain's Sunday Telegraph), was hired 
last December. Since then he has been 
scrambling to assemble a team of journal- 
ists—55 London-based full-timers and eight 


78 


overseas have been hired so far. 

A certain creative lack of organisation is 
the norm in newspaper offices. More worry- 
ing is the lack of an obvious market. Mr 
Maxwell believes that 1992 and the disman- 
tling of the Berlin Wall have created a class 
of English-speaking Euro-yuppies “gripped 
heart, mind and soul” by the idea of a new 
Europe. They will take the paper, he says, 
for its extra European coverage. 

Perhaps. A more realistic market is that 
of travelling businessmen and 
tourists who, even if not native 
English speakers, are prepared 
to read news in English if they 
must. Here he will find himself 
head-to-head with established 
international dailies like the 
International Herald Tribune 
(“American news written by 
Americans for Americans,” he 
scoffs), the international edi- 
tion of the Financial Times 
("too heavy, too specialist”), 
and the European edition of 
the Wall Street Journal. As a 
weekly, the European also has 
news magazines like Time, 
Newsweek, and, yes, The 
Economist to worry about. 

Despite its title, Mr Max- 
well expects that over 6096 of 
the European's circulation will — | 
come from Britain. Appearing E 
on Fridays, the paper will have 


Mr Maxwell and his new baby 


stations. Each utility will get a share of the 
total, based on its 1985 emissions, and will | 
be free to sell part of its share if it does not 
need it—or to save it, for future use or 
sale. 

Some of President Bush's advisers now 


‘think internationally tradable permits to 


emit greenhouse gases are the right ap- 
proach to global warming. Last year a Brit- 
ish study* proposed such a scheme, with 
permits shared among countries on the 
basis of adult population to encourage 
third-world countries to participate and 
to honour the concept of the equal right 
of all individuals to the atmosphere. | 
Countries could lease permits to each 
other, in exchange for cash earmarked for | 
pollution control. | 
Much is at stake. One recent estimate | 
put the cost of cutting world carbon-diox- 
ide emissions by 20% by 2010 at 0.5-3% of 
world GDP. If economically inefficient 
schemes (like regulation) cost twice as 
much as efficient ones (and they probably 





cost far more), then an inefficient green- 
house-gas agreement could cost the world 


$130 billion in lost Gop by 2010. 


* The Greenhouse Effect: Negotiating targets. By Mi- | 
chael Grubb. Royal Institute of International Affairs. 


zd 


to compete with Britain's dozen national 


daily newspapers and a similar number of 


national Sundays. 


In preparing for such tough compe- 
tition, the European has produced some at- 


tractive dummy editions. Some of a planned 
first-year investment of £25m ($41m) has 
gone into buying state-of-the-art colour- 
printing capacity. A £10m television and 
poster advertising campaign for the paper 
started rolling in Britain on April 16th, but 
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Northern Telecom helps shift billions of dollars a day. 





But we also help if it's peanuts. 


Who do bankers bank on? 


For the Brussels-based society for Worldwide 


Qo Financial Telecommunication (S.W.I.E T.). 


the answer is simple. 

Northern Telecom. 

S. W.L..ET. provides transmission services among 
major banks round the world. They chose us to 
provide them with the most reliable data network 


available. We are, after all, not just Europe's, but also 


the world's largest supplier of data packet networks. 


When completed, this telecommunications 
solution will connect some 2.600 bank locations in 
Over sixty countries. 


So much for the big money. 





Now what about the peanuts? 

For Cargill, one of the leading agricultural and 
commodity companies, the problem was entirely 
different. They needed an internal phone system 
that ensured fast and reliable communications 
between their commodity traders across the world. 

They chose Northern Telecom because no one 
sells more advanced business communications 
systems than we do. 

Just two of the ways in which Northern Telecom 
advanced telecommunications products are helping 
both big and small businesses in more than one 
hundred countries worldwide. 


Can we help you? 


northern 
telecom 


TECHNOLOGY THE WORLD CALLS ON. 


A Flexible Framework. The links that join two sides should not be rigid, 


but flexible, able to bend and shift as conditions 


a ( nrowiFanu n 
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The Golden Cate Bridge, 


photographed by Alan Ross 


change. At Bank of America, we build business foundation, to adjust to your changing needs and 


relationships with a flexible framework on a firm provide the kind of support that endures. 
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»Two of a kind.« 
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has yet to um Een nent Europe- | 
. Never one to hide his light under a 
` bushel, Mr Maxwell dismisses the idea that 
the European faces a tough time— "we have 
no competition" —and he predicts profits 
from the Mirror, his profitable British tab- 
loid, "will keep the European going for a 
| hundred years". Nothing wrong with that, 
j Du back i in 1987 Mr pe well w 5 saying the 










| Neus It closed woe just 
ing run up losses of o On 


are 

. *con püting's $ state * of grace. Freed from 
today's proprietary standards, computers 
would be cheaper, customers free to choose 
between suppliers, small companies greeted 
by a ready-made market and larger ones able 
to innovate where they are strong and to 
buy in the technology they lack. Establish- 
ing shared standards, however, will be far 
from graceful. They are set by many compa- 
nies working together—which, in different 
circumstances, is one definition of a cartel. 

Cartel-like behaviour is just what is be- 
ing alleged by a group of small software com- 
panies about a gang of hardware companies. 
The fuss is over a body called the Open Soft- 
ware Foundation (OSF) which is trying to 
promote the commercial use of an operating 
system called Unix—which is a pillar of 
standard computing. 

The osr is unusual in that it sells pro- 
grams as well as setting standards. It buys 
systems programs (such as security or 

c ‘working software which helps run a com- 
puter) from software companies, makes 
< them fit the OsF version of Unix, and li- 
. censes them to hardware companies which 
add them to their machines. The aim is that 


















: the osF should bypass the chit-chat of most. 


standards organisations. By selling its sys- 
< tems software quickly and cheaply, it hopes 

to jump-start Unix, enabling other compa- 
< nies then to sell Unix-based products. Unix- 
based computer systems could account for 


: 2296 of the $200 billion world market by. 


< 1994, according to IDC, a consulting firm. 


if The osr's dual role, however, is also the 
: "cause of the problem. About six weeks ago. 
- 13 software companies met to gripe that the ^ 
. OSF is unfairly using its market power as a - 
buyer of Unix programs to push down - 
. prices in the systems-software market. Some . 
© have sought legal advice. One has threat-._ 
ened the osf with legal action. Mr David 


Tory, head of the OSF, dismisses the threat 
as the sour grapes of those who have failed 
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to win contracts with the body. 


Whether the osf is unfair or not, the 


way it was set up encourages low software 
prices. It works like this: the OSF was 


founded by eight hardware companies (in- - 


cluding IBM, Digital Equipment and 
Hewlett-Packard) to promote Unix. The 
organisation was originally financed with 
tens of millions of dollars of members’ 
money. Eventually it will live off the reve- 
nues it earns from licensing out the software 
it produces. That should guarrantee its inde- 
pendence. According to Mr Tory, if it can- 
not pay its way it will be scuttled. 

Besides needing to raise money, the OSF 
has to keep prices down if it is to succeed: it 
wants Unix to be popular. It also faces com- 
petition. An OSF look-alike called Unix In- 
ternational—backed by hardware compa- 
nies such as Sun Microsystems and AT&T, 


which compete with the backers of the 


OSF—is trying to set its own standard for 
Unix. Microsoft, another software com- 
pany, is trying to attract some would-be 
Unix users with a completely different op- 
erating system, called os/2. 

The osF's software suppliers are squeal- 
ing because the OsF is likely to sell its pro- 


grams extremely cheaply in order to fuel the = 
Unix market. Some software suppliers. a d : 
that this will drag prices down throughout . 
the software industry. According to Mr 
- Larry Lytle, a manager at a software com- 


pany called. Netwise, an OSF executive 
quoted one example in which OSF wants to 


sell its Unix software for one-tenth of cur- — 
rent market rates and thus also wants to pay _ 
its suppliers less. The OSF argues that theex- 
‘ample was ill-considered and not typical, but ~ 
. suppliers fear it could be the policy for most 

E Unix products sold by OSF. | 
-fethe osr is unwilling. to pay current . 
“market prices for the software it buys and is 


also planning to sell it on to hardware com- 
panies cheaply, then the software companies 


may be caught. They could not bypass the 


trusted as the arbiter for the new Unix sta 


- would be a good start. 


A tangled web. 


of the General Agreement on Tariff 
Trade (GATT) hope to abolish the 


textile and clothing imports, known 
Multi-hbre Arrangement (MFA). Bi 
Uruguay agenda. And, as so often, Ame 


` is the cause of the itouble: 


broader successor to previous deals datii 
back to 1961), it was supposed to be at 










































OSF by selling directly to hardware comp 
nies. Worse, the OSF's board is made up 
many of the same hardware companies 
could be software companies’ customers. | 
The osf will not push prices down re- 
gardless, since if the software companies go - 
broke ose members would be deprived of- 
their innovation. With its low prices the ÖSE- 
might, in fact, provide software suppliers 
with many more customers by quickly ex- 
panding the commercial Unix market. Nev- 
ertheless, the hardware companies that 
dominate the osr clearly have something: 
gain from paying less for their own systen 
software, which is often sold as a package 
along with their hardware. If it wants tobe 


dard, the osr will have to convince everyo: 
that it is neutral. Allotting some seats on its 
board to independent software compa ni 


Textile trade talks 
S PART of the T round of 

talks due to end in December, : 
world's 16-year-old controls on third- 


network of bilateral quotas is turning 
one of the most contentious subjects 





When the MFA was set up in 1974 (as 


porary affair. GATT then decided that deve 
oped countries should be allowed time 
adjust to the surge of cheap imports, Ni n 
after three extensions, the MFA is moi 


BUSINESS 





Give them a bigger quota 


strictive than ever. 

According to a study sponsored by the 
World Bank and published in March, the 
abolition of the MFA could allow developing 
countries to increase their yearly exports by 
$8 billion, though they might lose some $2 
billion in “quota rents", the revenue gained 
through the higher prices available in pro- 
tected markets. Countries such as Bangla- 
desh that are trying to build up their textile 
industries and have small quotas, should 
benefit most. 


Car girls 


WEDEN has long been famous for its 

uninhibited girls and solid cars. It 
takes a spot of oriental cunning to com- 
bine the two. The owners of one of Hong- 
kong’s biggest hostess bars managed to 
pull that off by calling their establishment 
Club Volvo. Now the Swedish carmaker 
is suing the club for damaging its 
reputation for building “high-qual- 
ity family cars”. 

Club Volvo is no dive. Its spe- 
cial customers are met at the door 
and driven through the glitz to 
their table in a full-sized, electrically 
powered car. (It used to have a 
Rolls Royce badge until the 
Queen's carmaker sued and the 
club swapped the badge for a Volvo 
one.) Once seated, punters can run 
their eyes over the 1,000 or so girls 
on offer. Being in Hongkong, the 
club is all high-tech; girls punch a 
time clock when they join a client 
for a drink so there can be no argu- 
ments about how many minutes of 
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Rich countries' consumers would clearly 
gain. So too would overall employment in 
rich countries, claims a recent study (con- 
ducted in Britain) by Professor Aubrey 
Silberston, of Imperial College, London, de- 
spite a drop in textile jobs. And though the 
American and European textile-makers 
loudly dispute such claims, even they are 
ready to see the MFA fade away, largely be- 
cause automation and moves up-market 
have made them more competitive. 

What is hotly disputed is how to make 


their time were purchased. Few of the cus- 
tomers, most of whom made their millions 
in the sweatshops of Kowloon and Tai- 
wan, blink at the HK$600 ($77) an hour 
per head the average evening of fun costs. 

In 1987 there were plans to float Club 
Volvo on Hongkong's stockmarket. But 
that was before the stockmarket crash, 
which left Mr Ronald Li, then chairman 
of the stock exchange and one of Club 
Volvo's main backers, facing charges un- 








the change. The many proposals put for- 
ward have now been whittled down to two: 
e A slow phase-out of the MFA through 
agreed annual percentage increases in quo- 
tas, until they become so large as to be re- 
dundant. This has the backing of the EC and 
most developing countries. 

e The Americans in December 1989 pro- 
posed the replacement of the MFA with a sys- 
tem of "global quotas": importers in the 
rich countries would each be allocated a 
quota, which they could use as they chose. 

The phase-out would be simple, and at 
the end of it textiles and clothing would 
come under GATT rules. But the Americans 
argue—correctly—that a phase-out would 
continue the discrimination against those 
third-world countries that now have small 
export quotas. The American scheme would 
be more complicated, but it would be fairer 
and allow the immediate introduction of 
competition. What the Americans fail to say 
is that their scheme would be more restri 
tive than the MFA because it would apply 
all the textile imports of rich countries, in- 
cluding those from other rich countries. In 
other words, quota walls all round. 

The negotiators are nowhere near a set- 
tlement. The Americans have been touting 
their protectionist scheme around the third 
world; with little success, it seems. The risk 
is that, if they continue to push it, irritated 
third-world countries will dig in their heels 
on other pressing issues in the Uruguay 
round. 








der Hongkong's Prevention of Bribery | 
Ordinance. The miserable performance of 
shares in the Mustang Ranch—a Nevada 
brothel—since their flotation in 1989 has 
consoled the club’s owners by showing 
that stockbrokers do not know how to an- 
alyse the cashflows generated by the syn- 
ergy of female beauty and male lust. 

It is easy to understand why Volvo ob- 





jects to having its name dragged into this 


murky world—although the company ex- 
plicitly denies it is suggesting "any- 
thing like prostitution" goes on at 
the club. Nevertheless the Swedes 
are missing an interesting point. 
Volvo's image in Asia is far more 
glamorous than the icon of subur- 
bia its cars have become in Europe 
and North America. In parts of the 
East, Volvos rival Mercedes cars as 
status symbols. Customers love air- 
conditioning that is fierce enough 
to beat the tropical heat, and roll- 
bars strong enough to survive 
Asia's kamikaze driving habits. It is 
difficult to imagine a night-club in 
New York or London changing its 
trademark from a Rolls Royce to a 
lessthan-swinging Volvo. | 
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 Unbundling Elders IXL - 
Sell, sell, sell 


MELBOURNE 


Mr John Elliott is the late 
. Now praising the : of sim 
cated empire. 1 Bu 












as the "jam man". 
` lustre Tasmanian j jam-m2 
a brewing, — = 






His eis EROR. ri \ustralian entrepre- 
neur: daring, aggressive, in rnational—and 
heavily in debt. An Elders IX; management 
buy-out led by Mr Elliott has gone awry, 
prompting ne of the biggest and most diffi 
t corp orate restructurings in Australian 
tory, s 
. Mr Elliott’ s complex plan for disman- 
 tling his empire has been in danger of unrav- 





elling for weeks. On April 27th Britain's. 
trade and industry secretary, Mr Nicholas 


Ridley, froze a convoluted £366m ($597m) 
pubs-for-breweries deal between Elders ixi. 
and Britain’s Grand Metropolitan which Mr 
Elliott sorely needs to complete. The deci- 
sion to hold up the deal so that monopoly 


authorities can examine it has left Mr Elliott E. 


teetering on the edge. 

Unlike many other Australian business- 
men, it is Mr Elliott himself, not court-ap- 
pointed receivers, who is dismantling his 
empire—that is, if everything goes accord- 
ing to plan. However, the recent slide in the 
share price of the world's fourth-largest 
brewer (down 2596 since mid-February) sug- 
gests an unsympathetic stockmarket be- 
lieves that "if" is a big one. Australia's 
shaken economy, high interest rates, and a 

-` ver's market for assets after several nota- 
` we Australian collapses will complicate the 
deal. 

Harlin Holdings, owned mostly by se- 


nior managers of Elders ixi, in effect con- 


- trolled the firm. But last year Harlin was 
< forced to buy a 17% parcel of Elders 1x 
~ shares to keep the shares out of unfriendly 
hands. Australian regulators were not 


< amused. They forced Harlin to make a- 


= matching $3-per-share (above the market 
- price) offer to all shareholders. Harlin 
. gained 56% of Elders XL, more than it 
= wanted—or could afford. 

*. Harlin now shoulders A$2.8 billion of 
debt. With dividends from Elders 1x1. as its 





= sole income, Harlin has an annual cash. 


> shortfall of more than A$100m after servic- 
> ing its A$1.9 billion in bank debt. Harlin 
. must also repay BHP, Australia’s largest com- 
~ pany, A$735m plus interest in three years, a 

. figure just short of A$1 billion. Small won- 
ceder that Harlin’s lenders, including Hong- 








st colourful Australian entrepreneur to acti: 


licity, 


ence o shareholders and lenders is wearing t 


he wants to dismantle his cot fin 





Pull the other Bae 


kong and Shanghai Bank, and Citibank, de- 
mand a solution by March of next year. 

Mr Elliott's answer: separate the brew- 
ing interests; spin off the group's agribusi- 


nesses.as.a public company; sell the rest of 


the empire (price tag, A$2.5 billion); and re- 


turn the proceeds to shareholders. The 


newly named Foster's Brewing would make 
30m hectolitres of beer (about 5.3 billion 
pints) and about A$7 billion in annual turn- 
over in Australia, Canada and Britain, The 
agribusinesses arm, called Elders Ltd, would 


ELDERS 
IXL 








"Elders ix empire earlier, but the 1987 stoc 


conglomerate have worked loose 
Elders's investment bank faltered whe: 


pubs-for-breweries swap with Grand Metro- 


American grain-trading div i 
business group's annual turnover 
be A$8 billion. Elders xı has sol 
smaller British brewers and à host o 
lian firms. It has also placed on the xoc 
holdings in mining, forestry, its investn 
bank and a 10.496 stake in a food co 
erate, Goodman Fielder Wattie. _ 
Mr Elliott says the deals will ta 
months and realise A$2.2 billion. $ 
holders will get A$1 per share in two 50 
slices, and one Foster's Brewing and or 
cent Elders Ltd share for each Elders 
share. Harlin intends to reduce its 56% i 
terest in Foster's Brewing to 40-50% 
Harlin’s shareholders will also sell abo 
20% of their stake in Elders Ltd. 2 
Mr Elliott had hoped to break up. the 































































market crash stymied his plans. Bits 


was denied a banking licence and when it 
like most other banks in Australia, made 
some doubtful loans. Agribusiness per- 
formed poorly, losing a lot of money on 
grain. However, despite its difficulties, the |. 
group is still a solid business. : 

Mr Elliott says the restructuring will 
present two single-purpose companies to the 
world's investors. He reckons financiers are 
looking for straightforward exposure to: 
easy-to-understand specialist companies, 
and (no surprise) suggests the day of the con- 
glomerate may be over. c 

The asset sales rankle with Elders IxU's.. — 
minority shareholders, who resent untimely 
sacrifices made to bail out Harlin—essen- 
tially Mr Elliott and his pals. This is why the - 


politan i is vital: it adds value to the shares of. 
Foster's Brewing without which Harlin's sale 
of its stake will probably not make enougt 
money to succeed. pr 

Elders ixt's flagging share price (A$ 
on May 3rd) also reflects investors’ disi 
tent with the complex Elders 1xL-Harli 
tionship. There is fear that Harlin’s troub 
will, in turn, harm Elders ixi. The dro 
the share price increases Harlin’s probl: 
if the share price depletes shareholder f 
further, Harlin may breach its loan. « 
nants. At this stage lenders are unlik 
step in because of the paucity of buyer: 
Elders 1xL assets, but lenders cannot w 
forever. | 

Elders ixt's break-up value is AS2. 50 
2.70 a share, excluding the pubs-for-brew 
ies swap. Although the shares are tradi 
below their value, few companies could e 
ily relieve Harlin of all its equity in Elder 
XL. Mr Elliott can do little but hope 
plans work. Which is something he now ha 
in common with most of Elders x 
shareholders. 



























































" HI WE 'squabbles over agri- 
V culture, textiles and high- 
ech exports have hogged the 
rade limelight during the Uru- 
uay round, the series of trade 
talks due to end in December, 
negotiators are quietly getting on 
with producing a general agree- 
ment on trade in services 
(known, inelegantly, as cars). If 
successful, such an agreement 


publicised disputes over farming 
and microchips, becoming as sig- 
nificant as the creation 43 years 
ago of the general agreement on 
tariffs and trade (GATT), which 
Covers trade in goods. 

> Any agreement on services 
- Would be designed to extend in- 
~ ternationally agreed rules to the 
`- fast-growing cross-border trade 
in services, worth more than 
-$600 billion a year. It would also 
"promote moves to dismantle 
trade barriers and to open mar- 

kets to foreign competition. 

^7, America and other rich coun- 
: tries are the main enthusiasts for 
ʻA services deal. Their services— 
banking, insurance, telecom- 
munications, transport, tourism, 
construction, consultancy and 
-public services—account for well 
“over half of their national output 
and employment. In America, 
"the world’s biggest exporter of 
© services, 
comes from services, which em- 
< ploy three-quarters of American 
workers and represent 1896 of 
America's total» exports. But 
even in developing countries ser- 
“vices often account for nearly 
half of Gor and considerably 
more in some of the newly 
industrialising nations. 
Nevertheless freer trade in ser- 
vices will mean adjustment costs, 





gnquaifed „architects. The 











could overshadow the much 


nearly 70% of Gor 


as well as benefits. Governments 
may have to alter some regula- 
tions on services, including rules 
tended to protect consumers. 
from shady finance companies or 





Centre stage for services? 


Services now account for about one-fifth al wond trade, and their 
importance is growing. But there are no international rules to gov- 
ern the hodge podge of businesses—from banking t to tourism—de- 
scribed as services. In this, our last brief on GATT 

forts to reach a services-trade agreement d 





ing rules inadvertently distott 


trade. Allowing more compe- 


tition from foreign service com- - 
panies may mean admitting for- 
eign capital and. workers, both. 


touchy issues. Some sectors, 
such as shipping and civil avia- 
tion, may have to abandon re- 
strictive practices. — 
Last Decembe “the. services 
negotiating group uced 
first draft of a framework agr 
ment. Admittedly the 15. pages 
are laced with 167 square brack- 
ets where countries disagree. But 










‘the needs of thir. e 
opment. Át any of these hurdles, 


: we e examine" 


seen come to 
=- meeting". 


"world de 





the talks could stumble. 

Negotiators acknowledge the 
problems but warn against over- 
pessimism. When the Uruguay 
round was launched in Septem- 
ber 1986, many developing 
countries were strongly opposed 
even to having services on the 
agenda. 

The talks began without any 


participant having much idea 


what a services deal might look 
like or what it might cover. And 
the report that went to the mid- 
term ministerial. review of the 
round in Montreal in December 
1988 .was so peppered with 
square brackets that it was de- 
scribed by Mr Clayton Yeutter, 
then America's trade represen- 
tative, as the “worst I’ve ever 
a ministerial 


Though crucial details still 


E en to be settled, most of the 


broad prínciples and general 


shape of the eventual agreement 





trade officials a not seem down . 


hearted. They are aiming, ambi- 
tiously, to have a basic text 


agreed in the second half of July, - 
ready for the imprimatur of . 


trade ministers when they meet 
to conclude the Uruguay round 


in Brussels in early December. 


. By July governments will have 


to indicate how far they are pre- 


pared to open up their markets 
as a first step, which services they 
want covered {or not), and what 


if any special. arrangements 


should be made to accommodate 





are.clear, kd accepted e even by 


developing countries such as 
Brazil and India that initially op- 
Posed any services agreement. 


The framework deal will apply 
to-all types of services trade, 
whether supplied across fron- 
tiers, at home to foreign custom- 
ers, or by foreign companies in 
foreign markets (normally in- 
volving cross-border movement 
of capital and labour). But coun- 
tries will be able to put "reserva- 


tions" on specific services which — 


they" want to- keep out of the 






- ^ libera 












isation 
around. 

America and- ER ge den 
jointly proposed that signatories 
be allowed to continue to restrict 
the way services are delivered to 
their home markets. Thus poor 
countries would still be able le- 
gally to bar foreign banks from 
setting up subsidiaries; rich 
countries would be able to forbid 
foreign accountants or architects 
from practising unless they quali- 
fied locally or had qualifications 
recognised as equivalent. These 
barriers would then be lowered 
by negotiation in subsequent 
bargaining sessions. 

For services covered by the 
agreement, certain principles, 
mostly borrowed and adapted 
from GATT, will apply: 

e Non-discrimination between 
countries or, in the jar 
"mostfavoured nation" tre 
ment: every country subscribing 
to the services agreement must 
be given the most favourable 
trading terms available. 
e Transparency: openness about 
rules, regulations and proce 
dures affecting services trade. ` 
€ National treatment: equal 
treatment of foreign and domes 
tic companies. (But signatories 
initially will be able to back out 
of this for named services.) 
@ Progressive lowering of re- 
maining barriers, with “appro 
priate" flexibility for developing 
countries whose poverty might 
justify higher, but temporary, 
barriers. 

Other rules would cover safe- 
guards and exceptions, state 
aids, regional trading blocks, and 
the mechanics of bargaining and 
disputes-settlement. If est" 
lished, the accord would pro 
bly have its own small secretariat 
in Geneva alongside GATT, and it 
would be open to all GATT mem- 
bers to become signatories. 


American anxieties 
So far, so good. From here 
on,the going gets tricky. First, 
America—to everyone else's irri- 
tation—is flirting with the idea 
of excluding sizeable industries 
from any services pact. Those ex- 
cluded would be completely out- 
side the scope of an agreement. 


"Though countries could negoti- 
-ate separate agreements for these 


sectors if they wished, they 
would not be otherwise subject 
to international rules nor to pro- 


 gressive liberalisation. American 
Shipping and aviation lobbies 
are pushing. hard for exclusion. 
i America’ s Treasury ( 


though not | 














the country's banks) wants to 


keep banking out. 


All three groups have differ- ` 
ent reasons for seeking exclusion _ 
of their industries. The shipping E 





industry wants to retain 


ca's Jones act, which rese eave 







built, 
Americatowied and À At 

crewed vessels. eee 
For its part, the aviation in- 


_ dustry says that the international _ 
` system of bilateral landing rights | 


under the 1944 Chicago 
vention has worked well- 7 
ain't broke, why fix it? © m 
As for banking, America’ $ 
Treasury officials say they are 
worried that prudential supervi- 
sion might be compromised by 
the horse-trading which ac- 
companies any trade deal. But 
: real reason for Treasury op- 
position to including banking is 
less edifying. Treasury officials 
do not want to cede territory to 
the president's trade represen- 
tative, who speaks for the United 





States in all GATT matters and 

uld presumably do the same 
4n any GATT-style services 
agreement. 

America is not the only coun- 
try with powerful lobbies arguing 
for exclusion. Any concession to 
America could lead to irresistible 

pressure for yet more conces- 


sions to others, fatally weakening. 


the attraction of any multilateral 
Services agreement. That danger 
- may help to ensure there are no 
~ exclusions at all. 


European worries 
+ The Ec says it will refuse to sign 
“any agreement that does not in- 
` clude banking and other finan- 
cial services. Given the Ec’s clout 
in services trade, that is an effec- 
tive veto on America’s proposals 
to leave financial services out of 
any services-trade agreement. 
All agree, however, that tricky 
ndustries may need some special 
















rules. For example, few countries 
quibble with the idea that the 
"most-favoured nation" princi- 
ple cannot be applied to aircraft- 


landing rights. Officials. point 


out, however, that just because 


| landing rights cannot be given to 


allcomers does not mean that 


-cargo handling or ticketing sys- 


tems cannot be opened up. 
. By early May countries must 


indicate which of the 100-plus 


service industries identified by 
GATT they would be prepared to 


^ liberalise first time around as 
“their 
- agreement. The fee can be lower 


"entry fee" to a services 
for poor countries. But, contro- 
versially, America and the EC 
want the framework deal to in- 
clude a = “non-application” 
clause. This would permit any 
signatory to refrain from extend- 
ing the agreement’s benefits to 
any other country which it be- 
lieves has made too few market- 
opening commitments. 

Critics complain that this 
would open the door to the very 


sort of bilateral arm-twisting that 


international rules are supposed 


to prevent. America and the EC 
could use the threat of “non- 
application" to secure strict reci- 
procity in services trade, which 
would make a mockery of the 
"most-favoured nation" prin- 
ciple. 

Thus the Ec could decide not 
to open its markets to banks 
from a third country where “na- 
tional treatment" did not result 
in comparable market opportu- 
nities. This was the issue on 
which the EC was forced by inter- 
national pressure to back down 
in redrafting its second banking 
directive in 1989. The Ec origi- 


nally had in mind American laws. 


that prevent interstate banking 


and the mixing of lending and - 


securities operations, enshrined 
in the Glass-Steagall act, a sepa- 
ration also enforced in Japan. 


The EC says it would use “non- 


- application 





". solely to ensure 
that key countries agree to in- 


clude banking within a multilat- - 


eral services pact from the start. 


But no one believes. that Euro- | 


pean governments are going to 
open their market of 360m con- 
sumers to American and Japa- 
nese banks for nothing. Tough 


talks lie ahead. 


Developing problems . 

The question of third-world 
development could prove even 
more difficult to resolve. Devel- 
oping countries have overcome 
their initial fears that a services 
agreement would simply give ag- 


gressive western multinationals 


carte blanche to tramp.e their 
fledgling service industries. . . 
Many developing countries 


are big service producers and ex- 
porters in their own right. South © 
Korea (shipping and construc- 
tion), Singapore (travel and engi- _ 


neering services), Hongkong (f- 
nancial services and shipping) 
and Mexico (tourism) rank 


among the world’s top 20 ser- 
vices exporters. Because India 
and the Philippines have lots of 


highly educated workers but low: 


wage rates, they boast flourish- 

ing businesses developing so- 

phisticated computer software. 
With services increasingly in- 


volved in the. manufacture. of 


goods, poor countries now see 
that there could be advantages 
for them in opening their mar- 
kets to cheap, efficient services 
from abroad and to the know- 
how that comes with them. A re- 
cent OECD report estimated that 


requiring industry to buy local 


insurance doubled the transport 
and insurance costs for half of all 
third-world imports. 

The American government 
(though not its services export- 
ers) has taken the view that trade 
liberalisation alone is so benef- 
cial that developing c countries do 


| pot need any special. rules, just 


treal ministers instructed nego 


_posals would require foreign en- 
'trants to guarantee transfers of 


_ of local labour and materials. 


borders to armies of unskilled 


Uruguay 


more time to d 
barriers. Others, 
disagree. They point 
since third-world cour 
liberalise unilaterally ~ 
wish, there has to be somet ) 
extra to encourage them to.s 
an international deal. In Mo: 
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ators to devise ways of encoura 
ing the development of t 
world service industries an 
helping to promote third-wo 
services exports. 

So far, they have fa 
mally. There have beer 
mands from develo 
tries such as lndis 
preferential treatment of. 
exports of services, while th 
continued to enjoy protection at 
home. Other third-world pro- 


technology and to abide by spe- 
cial conditions including the use 


None of these demands is ac- 
ceptable to the industrial coun-.. 
tries. But an earlier disagreeme 
about the free movement o 
workers seems to have been laid 
to rest. Even third-world coun- 
tries are reluctant to open their 


workers, while both rich and 
poor countries seem to agree o 
the regulated movement of pro- 
fessionals. On semi-skilled wor 
ers there is scope for compro- 
mise though they may differ on 
details. 

A services agreement could 
survive without third-world su 
port. Western negotiators think 
the draft under discussion cou 
win the support of all the ogcn 
24 countries and the more ad- 
vanced poor ones. Togeth 
these account for the bulk o 
world services trade. — 

Some enthusiasts go further. 
They say a services deal would 
survive even the collapse of tl 
round. “Countries 
have no intention of letting fo 
years of hard bargaining go to 
waste," says one GATT insider. 

A free-standing services à 
cord with some 30-40 signato 
would be second-best to a U 
guay-round package deal inclu 
ing some 100 countries. But u 
less there are internationally 
agreed rules, the world’s growing 
trade in services is likely to pro- 
duce more and more trade fric- 
tion. To reduce that friction and; 
keep services trade growing, a 
limited deal would be better than 
no deal at all. 
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GROWTH WITH CHEMICALS, 
DIL AND TRADING/ 
TRANSPORTATION/ SERVICES - 


The chemicals division continues to 
adopt an international position 
with. emphasis on Western Europe 
and the USA. The clear gain in 
the oil division derives from the 
sustained. improvemen: of the 
| upstream position and the > favour- 
‘able development in the petro- 
chemical sector. The trading and 
transportation sectors expanded 
according to schedule, espe ecially 
"S abroad Service : activities were. 
also extended. 











OVERALL CAPITAL SPENDING - 
ADVANCES 56% 





During the year under review, 


VEBA increased its overall i invest- 
yent by. 3696 to DM 6.8 billion. 


1989 Highlights 


—————————— 
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HULS took over the silicon wafer 


activities of Monsanto Comp. (USA) 
and. the remaining shares in 


RÓHM GMBH, a leading company 


 inthe acrylate es sector. VEBA QEL 
acquired SAARBERG OEL UND 


HANDEL GMBH. VEBA AG 
ained a 5096 interest in FELD- 
ÜHLE NOBEL AG. Other not- 









P able c developments were the invest- 
ment of THÜGA AG in HAM- 
BURGER GASWERKE GMBH, the 


Acquisition of GESELLSCHAFT 


1989 Gian 


——— 


1..... 49898 ..... +12.4% 
"m 
8814 1. 
4,681 . 





FÜR EIGENT UMSSCHUTZ - by 
RAAB KARCHER and th 
STINNES participation in the for 
warding company SCHENKER & | 
CO. GMBH. 





VEBA 
GROUP 





Backed by the capital of. 600,000 
shareholders, VEBA AG has a port- 
folio of companies, 
tured to ensure a secure future. 
Activities are spread between the 
electricity, chemicals, oil, and trad- 
ing/transportation/services mar- 
kets. PREUSSENELEKTRA and 
VEBA KRAFTWERKE RUHR 
supply. some 1896 of the electricity 
consumed in the Federal Republic 
of Germany. HÜLS is one of the 


each struc- 


leading producers of chemicals, 


plastics, rubber, and detergent raw 
materials, and is now a world 
leader in silicon chemistry. : 
VEBA OEL occupies a strong posi- s 
tion on the Ger man mineral oil | 
market, while ST INNES and RAAB 
KARCHER are: ajor internatio- 
nal trading houses. | 








The 1989 interim report is available 
from: 


VEBA AG, Karl-Arnold-Platz 5, 


D-4000 Düsseldorf 30. 
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s the prrs es a task- 

Group of Seven (G7) in- 

i countries, which handed in its re- 

poit on A 19th, The question is whether 
much is now going to be done about it. 

The report estimates that drug traffick- 

ers in America and Europe generate some 









$85 billion a year that needs to be washed 


and then invested. That sum is twice the size 
of New Zealand's GDP, An American-led 
crackdown over the past couple of years has 
done much to hurt the money-laundering 
business, but washers have found that small 
offshore centres—and, more recently, even 
respectable western banks—can easily be 
duped into taking up any slack. 


Lots of crooks—including insider deal- 2 


ers, international fraudsters and drug deal- 
. ers——need to have their cash cleansed in or- 


der to distance it from the criminal way in 


«which it was obtained. Often the money is 
"shipped through a couple of financial cen- 
tres with strong bank-secrecy laws (thereby 
severing any audit trail), before being wired 
*-ck to the crook's home country. It can 
— an be used to buy property or easily trans- 
= portable money orders and securities. Drug- 
 busters worry that more ingenious gangs are 
even using Latin American debt-equity swap 
. schemes in order to buy up debt with their 
- tainted cash, and then swap it into clean eq- 
: wityi in a local company. 
"^ White-collar crooks, such as insider 
idealéts;. have a head start over hoodlums: 
. their money is already in the banking sys- 
“tem. Gangsters and drug traffickers need to 
~ get access to that system. Rather than de- 
> posit large amounts of cash directly, they 
first mix their money in legitimate 
< businesses. | 
*: . ]n the 1920s Al Capone and Bugsy 
" Moran, two of Chicago's most murderous 
- mobsters, used laundry firms—hence the id- 
' jom—to rinse their money. There have been 
: a few new fads since then. In the 1980s 
America’s Italian mafia used pizza parlours. 
; In 1990 ee Corsican gangsters in Marseilles 









iched o out into » plastic-surgery clin- E 


. ks, whére ifs rich usually pay cash to have 


their bodies adjusted. 
How much discreetly dirty money 


there is in the world’s banking system 


is almost impossible to say, but there - 
are a few clues. Take the huge flow of cash 


-from offshore centres to western banks. As- 


sets from raffish centres (notably in the Ca- 


ribbean) that end up in the countries be- 


longing. to the Bank for International 
Settlements grew from $350 billion in 1986 


to $500 billion in September 1989 (a fifth. 


being held by American banks). Drug cops 
say that dirty money makes up over half of 


_ this total; the rest is mostly unpaid taxes and 
Latin American flight capital. 


As drug peddlers multiply on the 
streets, Ámerica has pushed through vari- 


ous laws and mutual-assistance treaties that - 


try to keep drug money out of its banking 
system, as well as to take the shine off bank- 


ing centres offshore. The Bank Secrecy Act 


of 1970, plus a couple of amendments, 
forces banks to report to the Internal Reve- 
nue Service any cash transfers over $10,000 
Drug investigators say that negligent bank 
staff is one of their biggest problems. In 
1985-1989 43 banks, including big ones 
such as Chase Manhattan and Bank of 





* 


America, were fined a total of $20m for cur- 


rency-reporting violations. 

Since 1986 two acts classing money 
laundering as a criminal offence have made 
life riskier for the small armies of couriers— 
nicknamed smurfs—who, employed by law- 
dodging barons, make thousands of deposits 
of less than the $10, 000 limit in hundreds of 
different. banks. On April 25 1990 the 
toughest law yet, the Depositary Institution 
Money Laundering Amendment Act, was 
passed. It gives the government the right to 
take over the running of any bank in Amer- 
ica convicted of money laundering. 

A mixture of treaties and (looser) co-op- 
eration agreements have cleaned up a num- 
ber of Caribbean islands, notably Montser- 
rat and the Cayman Islands. But America’s 
biggest coup was achieved through military 
might. The overthrow last year of Panama’s 
General Manuel Noriega has helped close 
Central America’s biggest black hole o 
drug money. A useful aside to the messy 
Panamanian invasion should be the success- 


: ful conclusion of Operation Polar Cap,o one - 
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of America's biggest ever money-lau 
investigations. - 
The targets of the two-year probe 
two jewellery firms, in New York an 
Angeles. The shops’ owners claim the 
money out to Panamanian banks in orde 
pay suppliers for the gold needed fo 
jewellery. In fact, they were importing 
painted lead bars. Thanks to the oper 
about 130 people have now been arreste 
and over $100m in cash and property h 
been confiscated. Now Panama’s ban 
secrecy has been lifted. So the money sent to 
that country’s banks has been traced back 
the Colombian drug barons suspected - 
setting up the scam. 
In eee Switzerland has 


































































which lift bank secrecy icu erant of- 
fences are suspected. Swiss police are now 
cracking down hard. In November 1989 
‘they arrested Barkev and Jean Magharian, 


money-rinsing ring that used Swiss banks to. 
Cleanse over $1 billion of Colombian co- 


tern. In July last year the Grand’ Duchy 
-passed stiff new penalties for laundering. : 


Op ting for respectability 


combative measures are reinforcing a 
ing trend. Drug barons, squeezed out 
traditional private-banking playgrounds | 
ind worried about the flimsiness of brass- 
late banks in youthful offshore centres, are 
ifting an increasing amount of their 
oney into the banking systems of respect- 
ible western countries. This makes the G7 
eport all the more timely, and the sloth of 
most of the 15 countries that collaborated in 
: report all the more depressing. 

eral clues pome tó the trend towards 


guez Gata: was i frozen in qos accounts. 
Drug cops say that these and other Colom- 
ians have. been using. Luxembourg as a 


SOUR years ago The Economist 
launched its Big Mac index, a me- 
: douane guide to whether currencies are 
-at their bud exchange rate. It is time 
for our annual update. 

| The McDonald's standard is based on 
- the theory of purchasing-power parity 
(PPP), which argues that in the long run 
the exchange rate between two currencies 
. should equate the price of an identical 
. basket of goods and services in the respec- 
tive countries, Our "basket" is simply a 
Big Mac, which has the virtue of being 
made locally in more than 50 countries 
and of tasting virtually the same from 
Manchester to Moscow. 

- In America the average price of a Big 
Mac (including tax) is about $2.20. In To- 
+ kyo our correspondent had to fork out 
|. Y310 for this gastronomic del light. Divid- 
t ing the yen price by the dollar price gives 
an implied PPP for the dollar of Y168, com- 





Y 159. So even after the recent slide in the 


| valued against the yen on PPP. grounds. Tt 
- also looks 1496 undervalued against the 
D-mark, with a M 





icC-PPPoOÍDMÍI.95. — 
Economist who have calculated PPPs 








.two Lebanese brothers who allegedly ran a — 


aine money. Luxembourg, too, is getting _ 


pared with the current exchange rate of 


_yen, the dollar still looks to be 5% under- 


3 turntal le or r spinning money into. a variety | 


of European centres. Over the past few 
years, their money was discovered in British, 
French, Spanish and Austrian accounts. 

@ So far this year more than $10m of Gen- 
eral Noriega's money has turned up in 
French, British and Austrian banks. 


(9 Britain's National Drugs Intelligence Unit 


estimates that close to $3'4 billion of drug 


money flows through British financial insti- 


tutions every year. 

The task-force report recommends that 
the participating countries should make 
money laundering a criminal offence. That 
sounds trite. Yet today only seven of the 15 
countries involved in the report have such a 
law. The Vienna Convention, sponsored by 
the United Nations in 1988, which makes 
money laundering an extraditable crime, 
has been signed by 80 countries. Only four 
of those have ratified it. 

The report. also presses for banks to be 
more. wary of suspicious money. transfers 
and to find out the béneficial owners of 
many of their accounts. France plans to pass 
a lawon May 9th which would lift bank se- 
crecy where money laundering is suspected. 
Britain already has tough laws. The 1986 
Drugs Trafficking Offences Act, which 


came into force two years ago, requires 


banks to report suspicious money move- 
ments to the National Drugs Intelligence 
Unit. In 1988 there were 450 reports, last 


by m more sophisticated means come up 
with remarkably similar results. Professor 
Ronald McKinnon of Stanford Univer- 
sity, one of the leading proponents of the 
theory of purchasing-power parity, comes 


Big MacCurrencies 


Hamburger prices 
Actual — % over(+) 
Price* implied exchange or under(—) 
. iniocal —  PPPtof rate — valuation 
Country currency the dollar 30.4.90 ofthe dollar 
. Australia A$ 2.30 
Belgium BFr 97 
Britain £ 140 
Canada C$ 2.19 
Denmark | DKr 25.50 
France | FFr 17.70 
Holland. .  F1525 
Hongkong HK$ 8.60 
Ireland RE 1.30.— 
italy Lire 3900 
Japan ¥ 570 
Singapore S$ 2.60 
S.Korea Won 2100 
Soviet Union Rouble 3.75 
Spain Ptas 295 
Sweden SKr 24 
. United Statestt$ 2.20 
W Germany — DM 4.30 
Yugoslavia Dinar 16 





j Prices i may vary between branches 

+ Purchasing-power parity: foreign price divided by dollar price: 
+t Average of New York, Chicago, San Francisco end Atlanta 
Se MO onak s Economist arepo 


roubles. Indigestion, Mikhail? 





year the total was 1,200, and there. lave 
been 600 so far this year. DUE E 
The rest of the 15 countries must now 
swiftly follow this Anglo-French lead. They 
must then put pressure on East European 
states to follow suit. A couple are already - 
drug-money havens. Hungary's banking-se- 
crecy laws are modelled on Austria’s, and - 
are therefore among the tightest in Europe. 
Bulgaria’s banks have already indulged in 
some state-sponsored cash-washing for co- 
caine smugglers. As East European coun- 
tries search for hard cash on soft terms, they 
may be tempted to offer their laundromat _ 
services to the Capones of the 1990s. 








Asian Development Bank 


A fund of 
questions 


: E URING the 1980s the Asian Develop- 

‘ment Bank (ADB) lost its steering gear. 
Its limited resources could do little to im- 
prove the lives of the 500m Asians who still 
live in abject poverty. Nor did it contribute 
much to the breeding of Asia's dragons and 
tigers. Instead, it stuck to the old-fashioned 
knitting it knew: lending to governments for 
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up with mid-point estimates for the dol- | 
lar's PPP of X165 and DM2.00. | 

The dollar's current rate against the 
pound ($0.61) is close to its Mac-ppp of 
| 


. $0.64. But that, in turn, means that the 


pound is undervalued by 1096 against the 
D-mark, giving British manufacturers a 
competitive edge. On the other hand 
most EMS currencies, especially che French 
franc and the lira, are still overvalued 
against the D-mark on PPP grounds. 

Mac-currencies are now becoming 
truly global: the opening of the first Mc- 
Donald's in Moscow has allowed us to add 
the rouble to our sample. Muscovites have 
to pay the equivalent of $6.25 (converting 
at the official exchange rate) for a Big 
Mac, which makes it the most expensive 
hamburger in our sample. In other words, 
the rouble is overvalued against the dollar 
to a greater degree than any other cur- 
rency, with an implied PPP of 1.70 roubles, 
compared with an official rate against the 
dollar of 0.60 roubles. 

Yet this overlooks one crucial fact: in 
Moscow fast food comes slow, with two- 
to-three hour queues. If this time is valued 
at average Soviet hourly wages, then the 
true cost of gorging on a Big Mac is 
roughly double the cash price. This im- 
plies a "queue-adjusted" Mac-pep of 3. 40 
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CORUM 


Maîtres Artisans d Horlogerie 


SUISSI 


A true collector’s item. The only coin watch for the connoisseur. 


The Coin watch by Corum, handcrafted from a genuine gold coin. Water resistant. For ladies and men. Corum watches are 
on view at the finest jewellers worldwide. For the address of the one nearest you or for a brochure, write to: 
Corum, 2301 La Chaux-de-Fonds, Switzerland. 





In a country where hepatitis is not only 
common but frequentiy fatal an Indian 
woman has received a vaccination that 
prevents it. The Hepaccin B vaccine was 
mass-produced and exported to her 
country by Samsung. 


& Samsung Group 1990 


A businessman in Belgium can send and 
receive data and information via the most 
advanced telecommunications system in 
the world. It was made possible by an 
exchange of technology and equipment 
between his country and Samsung 





Last year, a major U.S. consumer advocate On February 14, 1989, a Hungarian engineer 
publication conducted a survey comparing and 19 fellow countrymen began an intensive 
14 brands of microwave ovens. The results: technical training program sponsored by 
When a grandmother from Pittsburgh bought Samsung. Our commitment to exchanging 

a Samsung, she bought the most reliable technology has also aided development in 
microwave oven made. Malaysia, Pakistan, India and Egypt. 


In 205 locations around the world, we're doing what we've done in our own country of Korea for the past fifty-two years: 
Applying technology to make seemingly impossible dreams come true. SAMSUNG 


Technology that works for all of us. 
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Your local Commonwealth Bank is computer-linked to 1250 branches across Australia. The only place where you'll find one 
of the world's weirdest creatures, the Platypus (Ornithorhynchus anatinus). A duck-billed mammal that lays eggs, suckles its 
young and scratches around for food in the beds of our rivers. © Sydney (Head Office), 61 (2) 227 7111. © Chicago, 1(312) 8761200. 
Fra akfurt, beca 290166. ©Hong Eon 852 8447500. OLondon, 44(1) me 
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| How to har 










serious economic risk i 
it will interfere: 


HE net worth « erica' s busi- 









roughly equal measu 
ical assets (buildir 
ment, and so on). s 
10596 of GDP to 9 39 
time the sector's « 
GDP to 3796 of. GDP 
ing the 1980s Ame 
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volved the running down of their own eq- 
uity or that of other companies. 

In a study* published this week, Pro- 
fessor Benjamin Friedman of Harvard 
University examines the implications of 
this change. The first and most obvious 
question is whether the expanded debt 
burden of American businesses is likely, 
by itself, to lead to defaults on a large 
scale—large enough, maybe, to threaten 
the financial system as a whole. 

Businesses, Mr Friedman argues, are 
certainly more at risk than households— 
which also increased their borrowing 
hand over fist during the 1980s. Whereas 
households were accumulating assets at 
the same time, businesses were not. The 
corporate sector therefore had no addi- 
tion to its income from extra investment 
in physical or financial assets. It had in- 
creased debt, but no increase in the pool 
of income out of which the debt. would 


T" have to be serviced. 


Measured against either earnings or 
cash flow (ie, earnings plus depreciation), 
the debt-interest burden on companies 
has risen sharply. In the 1950s and 1960s 
the average bill for debt interest came to 
16 cents out of every pre-tax dollar of cor- 
porate profits; in the 1970s it was 33 
cents; since 1980 it has been 56 cents. The 
chart shows interest payments as a pro- 
portion of cash flow. The denominator is 
a bigger number than profits, so the fig- 
ures look less scary. The trend, however, 
is just as clear. 

Worrying though this looks, it is possi- 
ble to deploy an array of counter-statistics. 
Ratios of debt to equity, for instance, are 





* Implications of Increasing Corporate Indebtedness 
for Monetary Policy. By Benjamin Friedman. Group 


of Thirty, Occasional Paper 29. 





In recent years Amer rica’ $ businesses T built: up heav 
in its own right—but the greater danger is the way 
ie policies of the Federal Reserve 
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less out of line i by historical standards. 


America’s cofporate debt-equity ratio was 


higher during much of the 1970s than it is 


now (although i it had also been a lot lower . 
than it is now during most of the 1950s . 
and 1960s) Even now, most American 
businesses are less heavily geared than 


many of their Japanese and European 


counterparts. The trend does look worry- 


ing—but how much is too much? 


To answer that, Mr Friedman has. 


gathered some numbers on business fail- 





ures. Between 1953 and 1980, 44 ut of 


every 10,000 American businesses 
"failed" (ie, were involved in court pro- 
ceedings or voluntary actions involving a 


loss to creditors); year by year, the figure 


stayed around this level, with no particu- 
lar upward or downward trend. After 
1980 this began to change. In 1982 some 
88 businesses per 10,000 failed. That, per- 


haps, is not surprising: 1982 was a reces- 


sion year. But what really is surprising is 


that the failure rate then increased again, 
and stayed between 110 and 120 per 
10,000 until 1986. Even in 1988, after five 


full years of economic recovery, the failure - 


rate was still 88 per 10,000—far higher 
than any pre-1980, postwar level. 

Ah yes, you may say, but the 1980s was 
a decade of new business start-ups, and 
start-ups are notoriously prone to fail. Ac- 
tually, the popular idea that the 1980s saw 
more start-ups than previous decades is 
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debts. This isa 
in default. Start-ups typically have small 


failures, this would be reflected in a low 



































































wrong, says Mr Friedman. That | 
look at the amounts of liabilities that wer 


liabilities; if they accounted for a lot of the » 


default (as opposed to failure) rate. In fact, 
the default rate jumped from a fairly stable - 
average of 0.16% of GNP between 1953. 
and 1980 to between 0.496 and 0.5% of — 
GNP after 1982; it then fell back a lide i in | 
1987 and 1988. : 
The financial fragility of companies _ 
therefore looks real enough. Businesses- 
are more vulnerable than before to inter- 
ruptions in earnings growth. However 
Mr Friedman ventures that the main ef- 
fect of this change will not be to increase 
the risk of a recession followed by a wide- 
spread financial collapse, but to increase 
the risk. of high inflation. The link be- 
tween the two is the Federal Reserve... = 
- The Fed has two main roles. One is to 
restrict monetary growth so as to keep in« © 
flation low; the other is to protect the in- 
tegrity of the financial system by acting as 
a lender of last resort. When the Fed was- 
created in 1913, the stress was almost en- f; 
tirely on the second. Its failure to do that ^ 
jcb during the early 1930s was the reason 
why some of its lender-of-last-resort duties ~ 
were shifted to agencies such as the Fed- 
eral Deposit Insurance Corporation. — ^ 
At the start of the 1990s, the Fed is - 
again acutely aware of this side of its job. 
The corporate indebtedness examined by 
Mr Friedman is just one part of America’s 
inter-connected pattern of - financial 
stress; it extends not just to the thrifts, 
also to the commercial banks. At the enc 
cf 1988 roughly $1 trillion of deposi 
were on the balance sheets of com | 
banks with capital-asset ratios of less tl 
6%. The average capital-asset ratio of tl 
biggest 15 American banks was 
lower, at 4.3%—and that counted al 
sets (including loans to the third world) a 
full book value. These banks are among 
the most heavily involved in financing 
veraged buy-outs and other transactio 
that substitute debt for equity. ^ = 
So America's heavily indebend: firn 
are more vulnerable to an econom 
downturn than for many years. And, 
the same time, America’s banking and fi- 
nancial systems are unusually vulnerable 
co any difficulties that might befall: their 
borrowers. As compared with the earl 
1980s, Mr Friedman concludes, the Fed is 
presumably much less willing to permit, 
scill less provoke, a business recession. A’ 
"the relevant margin of policy choice", its ^ 
interest-rate policy is likely to have more - 
of an expansionary bias than in the past. 
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Will the ADB find its way again in the 1990s? 

There are signs that it may. At least one 
of the bank's problems was solved last No- 
vember when Mr Masao Fujioka, its chair- 


Fujioka, who surrounded himself with Japa- 
nese advisers. Those who did have dealings 
with him found him high-handed. His suc- 
cessor is Mr Kimimasa Tarumizu, the former 
chairman of Japan's investment-trust associ- 
- ation. Even after five months, many of the 
staff still rub their eyes when seeing Mr 

















 munal canteen. 

At the annual meeting of the ADB’s 
- board, held in Delhi from May 2nd to 4th, 
the bank's governors had bigger concerns 
than where the new chairman eats. They 
must face three tough questions. Have the 
bank's efforts to pile on assets during the 
. past year been over-hasty? Is its staff quali- 
fed to put into practice a new strategy, 
-mapped out last year, which emphasises 


























































^. private sector! And, most fraught, what 
= should be done about China 

"us The ADB's drive to lend more has come 
after repeated charges in the 1980s that its 
balance sheet was under-used. During 1989 
it approved new loans worth $3.6 billion, a 
<15% increase over 1988. That was a big 
= jump, since new lending to China was sus- 
pended following last summer's massacre in 
Tiananmen Square. 

Some of the bank's western donors, par- 
ticularly the United States, question the 
value of many of these loans. Some seemed 
— to be of more benefit to the (usually Japa- 
nese) contractor than to the borrower. Crit- 
ics complain that the ADB is not nearly 
-tough enough in linking loans to policy re- 
"forms, as the World Bank does. This is a sen- 
sitive point for the ADB, many of whose staff 
-are in awe of the World Bank. They argue 
hat there is little point in duplicating its 
macroeconomic analysis. Besides, the ADB 
loes not have the financial or political clout 
o make any but the smallest pay attention. 
. Another doubt about many of the ADB's 

oject loans is the quality of its project 
management. Only 18 of the 54 projects 
which the bank's in-house team evaluated 
last year were deemed a success. The mis- 
management of the construction of íts own 
new headquarters has surprised even the 
"ilipinos, who know something about in- 
competence. Hyundai, a South Korean firm 
that is the main contractor, claims it has re- 
ived an average of seven letters a day from 


ng. specifications. Construction is three 
years behind schedule, claims Hyundai. 

l The basic question, however, iswhether 
ÈA take a success of its new mis- 
n part of which is to nee Asia’s poor by 


But as lending stagnated, staff morale sa nk MS 


man since 1981, retired. Few of the bank's. 
staffers had much direct contact with Mr. 


 Tarumizu take lunch most days in the com- 


helping the very poor and developing the- 


e bank, many of them changing the build- - 





A suitable case for lending 


developing the continent's "social infra- 
structure —4ie, health, education, the envi- 
ronment and the role of women. The needs 
are great. But it is hard to make such lending 
profitable. 

Its other aim, aiding the private sector, 
is easier. Some $870m of the loans that the 
bank approved last year were to the private 





vestment cdd oho is sU DONA to 
become a regional imitation of the World 


. Bank's International Finance Corporation. 
kt has got off to a slow start, partly because 


its 25 other shareholders have put little ef- 
fort into it. The ADB itself is having more ef- 
fect. It is making use of its new power to lend 
to companies that do not have a sovereign 
guarantee. And it is working on ways to im- 
prove regional capital markets. It is helping 
to establish credit-rating agencies in Thai- 
land and Malaysia, to develop mutual funds 
in Pakistan and to set up a privatisation 
fund to invest in state-owned enterprises 
when these are at last sold off. 

Much of the public talk in Delhi has 
been about what else the bank can do to 
help Asian entrepreneurs. In private, China 
has been a bigger concern. The Chinese 
wanted the bank to resume lending to them, 
Yet America and (more surprisingly) Ja 
quickly blocked any new money to China 
and are unlikely to change their minds be- 
fore the economic summit of G7 countries in 
Houston this July. The Chinese also wanted 
access to the soft loans available from the 
Asian Development Fund, which the ADB 
controls. Such a request is also complicated 
by the fact that, if China gets soft loans from 
the fund, India will also want access. That is 
why a decision on either country is unlikely 
before next year. 










Japan's over-the-counter market 


Fast, frothy and fun 


TOKYO 


S THE mighty have fallen, Japanese in- 
vestors have decided that, in picking 
stocks, small is beautiful. While the huge To- 
kyo Stock Exchange (TSE) has tumbled by 
more than a quarter from its late December 
high, the little companies listed on the over- 
the-counter (OTC) market have risen by 
1796. The Nikkei oTC average, which stood 
at 2,653 at the beginning of January, was 
3,112 on May 2nd. 

lt would have been even higher if No- 
mura, Japan's largest brokerage house, had 
not imposed voluntary restrictions on cer- 
tain OTC trades. It feared that spoil-sports in 
the Ministry of Finance might otherwise 
slap mandatory controls on the boisterous 
little market. Since January the trading vol- 
ume on the market has averaged more than 
9m shares a day—three times more than 
during the same period last year. Lately, 
daily turnover on the OTC has been exceed- 
ing that of the TSE's second section. 

During December and January, when 
the OTC began to boom, ten of its listed 
stocks rose by more than 10096, and some 
50 others by over 50%. More than X100 bil- 


lion ($620m) worth of shares in one OTC 
favourite, a venture-capital firm called Japan 


Associated Finance, changed hands ib 


January alone. The issue has proved tm 


popular than all but a couple of dozen of 
TSE's stalwarts. 

Though 14 years old, Tokyo’ s over-the- 
counter market is still a toddler alongside its 
muscular American mentor, NASDAQ. With 
only 275 firms listed (against NASDAQ's 
4,300), it has little depth and much volatil- 
ity. But one of its attractions for small Japa- 
nese investors has been the way that OTC is- 
sues are recognised as collateral for margin 
trading on the Tokyo Stock Exchange. 
Lately, fund managers have become keener 
on it, too. Nomura has plans for listing an 
OTC fund on the New York Stock Exchange. 
A British investment firm, GT Management, 
had a runaway seller when it recently 
launched its orc fund in Europe. Mr 
Miyoshi Yanai, an analyst with Jardine 
Fleming Securities in Tokyo, reckons that 
Y30 billion-worth of orc funds have been 
launched since the start of the year. 

Some of the oTC’s growing diet 
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Hikhis 225-share 





can be traced to recent rule changes. Last 
summer the finance ministry relaxed its 
-egulations on issuing shares in the market. 
viously, issuers had to offer at least 3m 
hares and pay a dividend at the time of the 
issue. The securities houses have also eased 
their own OTC rules, making it possible for 
listed firms to issue blocks of shares more 
frequently at the market price. Previously, 
they were allowed only one such issue a year. 
These reforms have put much more stock in 
circulation within the OTC and have encour- 
aged investors to take the market more 
seriously—just as Japanese companies have 
started taking it more seriously, too. 

The number of listings has begun to 
climb sharply. Last year 73 companies were 
granted OTC listings. This year a further 100 
are expected to go public on the orc. The 
over-the-counter market will then rival the 
Tokyo exchange's second section (with its 
434 issues) in terms of size. 

Two new classes of firms have started 
joining the OTC: regionals and foreigners. 
Regional companies have been choosing to 
ister on the OTC rather than their local 
changes. They say it is cheap, provides a 










tional recognition—which helps them to ex- 
pand their sales and recruit a better class of 
graduate. 
-  — A dozen foreign companies are already 
~ listed, and a further 20 are expected to apply 
. this year. They like the way it helps their Jap- 
 anese affiliates generate cash for expansion, 
while demonstrating to the locals that they 
are in Japan to stay. The Japanese subsidiary 
of an American jeans maker, Levi Strauss, 
. went public on the OTC last summer, even 
though its parent is privately owned. The Y3 
billion it raised helped to pay for the cloth- 
ing firm's distribution centre outside Tokyo. 
The shares have risen by 7096 since then. 
Nippon Tento Shoken, the securities 
house that handles most of the inter-broker 
trading in OTC stocks, has been swept off its 
feet. It doubled its trading capacity last Sep- 


tember and added still more terminals in - 


_ February. It can now get quotations out by 





low-cost source of capital and gives them na- 


v Mam Ne HAM Ocu virement amens Todes ieri em Mmi tar rar 


Bringing art home tot 


TOKYO 


RIVATE investors in Japan have 


L been wondering where best to park 
their spare cash since the Tokyo stock- 
market took its plunge. With property 
looking dodgier by the day, and the 


stockmarket going nowhere, over 1,000 -be 
dealers and would-be collectors crushed — 


into Sotheby's second art auction in To- 
kyo as April closed. They bid more than 
Y1.6 billion ($10.3m) for 96 prints and 
paintings from the late nineteenth and 
twentieth centuries. | 

Until recently the Japanese had to go 
abroad to make a splash in the art mar- 
ket. Last year they accounted for nearly 
half the purchases in the big art sales in 


London and New York. Now art mer- 


chants are bringing their wares to Japan's 
doorstep. Last October Sotheby's first 
Japanese auction was a sell-out, with 135 


lots fetching ¥1.3 billion. Since then, of 
course, many of Japan's nyu ritchi have ~ 


been mauled by Tokyo’s stockmarket. 

.. The champagne glasses were there- 
fore clinking last week in Tokyo's fash- 
ionable Ginza and Aoyama districts— 
much peopled by art.fops—more out of 
relief than jubilation. Albeit for record 


mid-morning instead of late afternoon, but 
investors want a prompter service still. The 
Japan Securities Dealers Association has 
plans for an on-line system, modelled on 
NASDAQ’s, to connect the securities houses 
to Nippon Tento’s computers. “JASDAQ” 
should be up and running by 1991. Plug it— 
as is feasible—into NASDAQ, and the market 
would have a worldwide audience. 

The professionals cheer such develop- 
ments, but are worried by the froth now ap- 
pearing on the market. Some securities 
houses have been turning down orders from 
unseasoned investors. Nomura has been 
asking customers to pay for some of the 
more popular OTC issues when they place 


America’s insurance companies 


A very ancient and fish-like smell — 


NEW YORK 


HE United States is fabulously famous 
À for its wobbly financial system. There is 
the savings and loan (thrift) disaster, and 
now growing worries about the health of its 
banks. Yet until recently little attention was 
paid to those least transparent of institu- 
tions, insurance companies. 
That is changing. Two reports pub- 


lished this year, one by a congressional com- 


tors rather than cash-flush in 


"On the contrary. A lithograp 
= Toulouse-Lautrec, "L'Anglais au 
 lin-Rouge", fetched Pi mud 


tween Japanese buyers and Japanese sell- | 


-to the oTc have been badly mauled. But the 














sums, Sotheby's managed to se 
cf the 118 lots on offer. Yet ha 
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ist's handicap of still being 

. Interestingly, the th 
in the Sotheby's sale wer 
nese western-style paintings f 
turn of the century and after. / 
scape by Ryuzaburo Umehara, Ja 
favourite yoga-style painter, fetche 
¥363m. For its next Tokyo aucti 
October, Sotheby's plans to havea 
selection of paintings by artists suci 
Takanori Ogisu. It is not often that wèst- 
ernets get the chance to intermediate be- 








ers of Japanese goods. —— 


their orders, instead of being allowed to set- 
tle their accounts after four days. — 

So far, mercifully few of the newcomers 
market is a feeding ground for sharks. T 
Tokyo orc has practically no protection 
against insider trading. Precious little 
search is available on the listed compan 
And until JAsDAQ can provide better 
parency, it is difficult to get a clear 
real prices. Many of today's private 
vestors have seen nothing but rises 
past few months. Yet the fortunes 
of these little one-product firms a 
soar and then crash. So the authoriti 
wondering whether to calm things 





ing warning. Both reports say that i 

financial risks are growing, and bot 
disturbing parallels with the thrift sa; 
terms of deteriorating financial standarc 
and near-useless regulation. ; 
.. The most recent report concentra 
clusively on the life-insurance business 






Hm 


H 


I 


EDEN 


j 



















ished in March by ips Financial Services, a 
Minneapolis-based subsidiary of American 
Express with. $30 billion of life insurance in 
force, the paper is called: “Will the us Life 
Insurance Industry Keep Its Promises?" It 
draws three conclusions: 

€ That there is a "significant" risk that a 
fifth of America’s top life insurers would be- 
come insolvent amid a severe economic 
downturn and/or a financial-slump. 

-@ That the current state regulatory struc- 
‘ture, under which the federal government 
plays no role, is ineffective and would not 
3prevent the industry becoming insolvent. 

» That this regulatory failure will therefore 
mean that the financial security of many 
Americans will hinge on a state guarantee 
ystem that has neither the financial re- 
ources nor the administrative capacity to 
ope with big failures. | 

^ Life insurance is big business. There are 
„400 insurers in America, employing more 


han 2m people and controlling $1.2 trillion 




















f assets. In 1984-88 the industry's revenues 
urged, from $204 billion to $338 billion. 


Aeanwhile, profit margins shrank. Insurers’ 


een a deterioration in a key financial ratio: 
he industry's regulatory capital plus re- 


from 7.2% in 1980 to 6.5% in 1988. 
The ibs report stresses that the life-in- 
“ance ndustry still looks sound compar ed 
h the thrifts. Yet che danger is that future 
solvencies might lead to panic surrenders 
ie there is no- 
inter df 





panic. First Executive, 


eturn on equity fell from over 1596 in 1984. 
wo less than 10% in 1988, And there has. 


ained earnings, as a share of its assets. This 


federal safety net to help. 
oss. Already, there have 

















‘based in Beverly Hills, California, 

an $8 billion junk-bond portfolio. Junk 

“concerns led to $1.1 billion of policy 
surrenders last year. There will probably 
be more in 1990, 

Deregulation and growing compe- 
tition from other financial. intermediaries, 
notably thrifts, mean that interest-rate vola- 
tility and credit risk have replaced death as 
the main risk that life insurers now face. In- 


_ surers have been forced by competition to 


offer savers more attractive interest-sensi- 
tive: products, such as single-premium de- 





ferred annuities and pension-funding con- 
tracts, rather than traditional life insurance. 
Insurance-company reserves against invest- 
ment products rose from 20% of total re- 
serves in 1970 to 59% by the end of 1988. 


Life-insurance premiums are no longer the 


primary source of revenue for the industry 


these days. Investment income and annuity 
premiums now account for 5596 of total rev- 
enues. . | | 

Nor is IDS happy about the investment 
risks being taken. Take long-term bonds. At 
the end of 1988 these accounted for 6096 of 
total investments in life-insurance compa- 
nies’ general accounts—the pools of funds 
that back all guaranteed policies. Nearly half 
of those bonds are corporate ones whose 
quality varies wildly. Life-insurance compa- 
nies own about 3096 of the $200 billion of 
junk bonds outstanding. Junk accounts for 
1496 of all their corporate bonds and 6.4% 
of their total investments. 

The second area where there are clear 
and growing risks is mortgages. Nearly all 
are commercial ones. At the end of 1988 
mortgages accounted for 24.496 of general- 


account funds. Like junk bonds, commercial 
mortgages can turn out to be illiquid assets, 


especially given America’s weakening office- 
property market. The  mortgage-delin- 
quency ratio rose from 1% in 1985 to more 
than 396 in 1988. ips notes that several life 


insurers have more than 5096 of their total 


assets in mortgages. —— | 
“Neither bonds nor mortgages are 


marked to market on insurers’. balance 
sheets; barring a default. It is unsurprising, 


then, that IDS says the manner in. which 


.these funds are invested poses the greatest 
_ tisk of. insolvency for the. industry. Nearly 
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ur-fifths of all theobl 


life-insurance industry represent policies de- 
signed to provide a guaranteed cash value at 
a future date. Yet much of the money that 
backs these policies is going into illiquid or 
low-grade investments. VN 

The ips details problems with the regu- 

latory and state-guarantee systems that are 
meant to cover the cost of insolvencies. 
These were also highlighted in a report pub- 
lished in February by a sub-committee of the 
House of Representatives' energy and com- 
merce committee, entitled "Failed Prom- 
ises”. This concentrated largely on the other 
main component of the industry, 
property/casualty insurance. 
_ The congressional report says that more 
than 150 property/casualty companies have 
become insolvent since 1969, and nearly 
half of them during the past five years. Ie 
also draws parallels between the present 
condition of the insurance industry and the 
early stages of the thrift debacle, in terms: 
“scandalous mismanagement and rascali 
by those entrusted with operating insurance 
companies, as well as an appalling lack of 
regulatory controls,” True, maybe, but it is a 
bit rich to come from Congress, which had 
more than a bit-part in the thrift farce and 
itself has a penchant for rascality. 

True, too, that the state regulatory ap- 
paratus is badly flawed. Even raiding the re- 
serves of an insurance company is not a fed- 
eral crime. Yet insurance fraud is all too 
easy. States tend to hand out insurance li- 
cences by relying on information submitted 
by applicants themselves. And states dislike 
sharing information. That encourages what 
the congressional report calls a "Bonnie and 
Clyde" mentality, where wanted individuals 
jump from state to state and continue their 
fraudulent activities. 

Besides criminal practíces, there is also a 
lack of financial accountability in the 
property/casualty business, where “mis-stag 
ing and under-reporting loss reserves MEME 
truly gargantuan proportions has been the 
biggest problem”. At least 33 states do not 
require that loss-reserve estimates of 
property/casualty companies be certified by 
a qualified actuary; and 35 states do not re- 
quire independent accountants to verify an- 
nual financial statements filed with state reg- 
ulators. Yet both courses of action have 
been recommended by the National Associ- 
ation of Insurance Commissioners, 

Then there are the state guarantee 
funds. Some now argue that the federal gov- 
ernment should underwrite insurance poli- 
cies, just as it insures bank and thrift depos- 
its. The congressional report says such 
madness would mean betting the system’s 
solvency on the adequacy of state regula- 
tion. Remember, it was a similar bet with 










state-chartered savings and loan associa- 


tions that will now cost American taxpayers 
hundreds of billions of dollars... = = 















































eed is to use a 
Ih. spectacular, 
ak tree of machin- 
vad to put a little acorn of 
satellite into space. A rocket spends most 
ics energy lifting its own fuel. The fuel gets 
Red up, the motors get thrown away—and 
the payload that finally reaches orbit will 
weigh a fiftieth as much as the rocket that 
launched it. One way to get around this is to 
make re-usable rockets. But if the shuttle is 
anything to go by, re-usable spacecraft are 
expensive and temperamental. Another an- 
swer is to turn to guns. . o 
The advantage of à gun is that the ma- 
chinery which does the accelerating stays 
put. An engine that remains on the ground 
can be used over and over again, spitting out 
high-speed projectiles to order; and it can be 
serviced easily. There are drawbacks. A 


















rocket may take many minutes to get its pay- 


load to orbital speed. À gun must do it in 


less than a second. That requires enor-. 


mously high accelerations. 

Acceleration can be measured in “gs”: 
lg is the acceleration due to gravity at the 
earth's surface. The maximum acceleration 
felt by a shuttle crew is 3/2g—uncomfort- 
e, but no real problem. A space gun 
“might accelerate its projectiles at 1,000- 
-10,000g. Such harsh treatment would flat- 

ten an astronaut, but electronic gadgets can 
-þe made to stand up to it. One example is 
the sophisticated American artillery shells 
which contain electronic guidance systems. 
= There are various ways to provide the 
| necessary gs. Some use conventional chemi- 
-cal explosions to accelerate the projectile, 
"just as a cannon does. One man who worked 











. dered Canadian scientist who may have de- 
-signed a huge gun capable of launching sat- 
- ellites for Iraq. A wrinkle that makes that 
“type of gun more efficient, though also more 


: complicated, is to use the explosion to com-. 

+ press a second gas. This can amplify the. 

‘force of the explosion. A straightforward — 
cannon is hard-put to launch a projectile at 


more than 3/2 km per second; a hydrogen 


gas cannon could manage 5-6 km a second.. 
_ A less conventional approach is the 





-on such ideas was Dr Gerald Bull, the mur- 
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ram cannon. The barrel of this gun is filled 
with a mixture of inflammable gases. The 


passage of the projectile along the barrel 


causes the fuel to ignite behind it, pushing it 
ever faster as it surfs on an explosive wave of 
its own providing. An experimental model 


at the University of Washington in Seattle 


has driven 75-gram projectiles up to 2!2 km 
a second, accelerating them at 30,000g. _ 

. The guns that excite the most attention, 
though, are powered by electricity. There 
are two sorts of electromagnetic gun, which 
use electric currents to produce magnetic 
fields. A coil gun is made of a series of cur- 


rent-bearing loops; the current in each loop 


creates a magnetic field that passes through 
the centre of the loop. If another, smaller, 
coil is then put at the centre of the loop, on 


the axis, the magnetic field will induce a cur- 


rent in it, which will in turn create a second 


magnetic field, this time in the opposite di- 
rection. That allows the gun’s magnetic field - 


to throw the smaller coil along the axis of 
the loops. The alternative to the coil gun is 
the rail gun, whose payload sits athwart two 
parallel rails. A current passes up one rail, 
through the payload, and down the other 
rail. That creates a magnetic field which can 
drive the payload along the tracks. 


Let a thousand payloads bloom 

These ideas are not new, but some people 
claim their time has come. Part of the reason 
is the renewed interest in space that fol- 


Mars. Mr Dan Quayle, in his role as chair- 
man of the National Space Council, is keen 
to find new technologies that are cheaper 


| than those urged on him by the traditional- 


ists at NASA. Launch guns are certainly inno- 
vative. They could be cheap. Dr Miles 
Palmer, of the Science Applications Interna- 
tional Corporation in McLean, Virginia, 
calculates that a ground-launch system 
could get payloads into orbit for as little as 
$100 per kilogram, far less than the cost of 


going by rocket. 


That figure, though, assumes that the 
gun is used a lot—thousands of launches of 
[tonne payloads a year, at the highest 
speeds possible. What could anyone want to 
launch in such numbers? Gun enthusiasts 
cite various possibilities, all of which 


_ sceptics find either far-fetched or more eas- 


small, low-flying communication satellites 
-could be used to replace today’s large, high- 
flying relay satellites—though it might prove. 
expensive to make satellites tough enougl 
¿to withstand the accelerations inside a | 
Water, food and fuel are less í 280. 
might be used to supply astronauts 
enough gun could send supplies dir 


“space-based interceptors—the 


dreds. Nuclear waste could | e : 


coil gun that would launch projectile 
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ily done with existing systems. Fleets of. 














pebbles” currently favoured 


Warriors—could be sent aloft ir 


straight in the sun. ene eke 

Various teams are working on- 
type launchers. Sandia National La 
tory, in New Mexico, has a pro 


ing about half a tonne. Most of tha 
would be taken up by a protective nos 
and a small motor. The motor is 
boost the payload's speed, and to mak 
orbit circular—thus stopping its. quic 
turn to earth. The Sandia gun would. 
billion or so. Lia x 

. Lawrence Livermore National. 
tory, in California, is working on a ptc 
type gas gun that could launch a 5kg slu 
4km a second. A successor to that might 
cheaper than a coil gun, and able to 
at higher speeds. The gas gun has no 
the problems of storing electricity tha 
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devil coil and rail guns. It is no coincidence 
that both Lawrence Livermore and Sandia 
are laboratories well known for their weap- 
ons. Launch guns could be a peaceful way of 
using technologies already developed for 
military purposes. 

Similar considerations may lie behind 
the guns' closest rival as an alternative 
launcher. Take a small spacecraft and put it 
on a block of ice. Then use a huge ground- 
based laser to burn off the ice, and you can 
produce a sort of rocket exhaust. That can 
drive the spacecraft skywards. Such 
systems—Lawrence Livermore is looking at 
one, as are other places—have advantages 
over guns. The payload can sit at an angle 
on the beam, so it can be launched directly 
into a circular orbit. Burning fuel all 
through the ascent allows a low steady accel- 
eration like that experienced in a normal 
rocket: the payload would never experience 
more than 15g. A prototype might be built 
for $500m-1 billion, using a 20-megawatt la- 
ser to launch tiny 20kg payloads. Later sys- 
tems could be much larger, using lots of la- 
sers and mirrors, or maybe using some other 
form of radiation, like microwaves. One day 
astronauts may ride to space balanced on a 
billion watts. It would be a lot safer than go- 
ing from the barrel of a gun. 










Mean looking 


OETS would like to keep beauty inef- 
fable. Some scientists would prefer 
not tq. They want an explanation of what 
makes a person beautiful and why. Two 
psychologists from the University of 
Texas at Austin think they have at least 
part of the story. 

Dr Judith Langlois and Dr Lori 
Roggman suggest that "composite" faces, 
averaging out the features of many, are 
what people find attractive. In the late 
nineteenth century Darwin's cousin, 
Francis Galton, seems to have come to a 
similar conclusion. He published photo- 
graphs made up by superimposing expo- 
sures of different faces and noted that 
they were "better looking" than the pho- 
tographs of individuals from which they 
were composed. He thought that this was 
because various irregularities in the indi- 
vidual faces had been ironed out. 

Dr Langlois and Dr Roggman brought 
the procedure up to date. They took 336 
men and 214 women and photographed 
their faces. Earrings and glasses were re- 
moved; men with beards and moustaches 
were shown the door. They then 
"digitised" the images of 96 men and 96 
women, breaking down each picture into 
a grid of squares, each of which is shaded 
in in a numerically precise way. In this 


























Low-level radiation 
Nuclear 
homeopathy 


OULD nuclear clouds have a silver lin- 

ing? Some researchers question the 
view that low doses of ionising radiation are 
bad for you—as high doses undoubtedly 
are. A few scientists go further, suggesting 
that a little radiation may even be a good 
thing. 

lonising radiation comes in many 
forms—x-rays, radioactive particles like 
neutrons, and cosmic rays. It is their high 
energy that makes these things dangerous. 
When, for example, an X-ray meets an atom, 
there is a chance that it will knock an elec- 
tron off it. This ionisation—an atom with 
too few or too many electrons is an ion— 
goes on all the time, because ionising radia- 
tion is everywhere. The most common 
sources are natural and include radon gas, 
and other radioactive isotopes in the earth 
and its atmosphere. 

There are two types of circumstantial ev- 
idence that support the idea that low levels 
of radiation might be beneficial. First, some 
tests have shown that laboratory animals 


form, two or more images can be "aver- 
aged”. If the top left-hand square has a 
shading of two in one image and four in 
another, the corresponding square in the 
composite image should be three. The 
digitised composite can then be turned 
back into a face (with a little retouching to 


BA d A 
As beautiful in Paris as in Texas? 











that are exposed to low levels of radiation 
live longer. The other kind of evidence is 
even sketchier. It arises from studies in parts 
of India, China and Brazil where the natural 
radiation is high. The studies seem to show 
that living in radioactively lively places can. 
be good for you because it offers some pro- 
tection against cancer. 

The idea has attracted more sceptics 
than believers. Dr Sheldon Wolff of the 
University of California at San Francisco 
calls early experiments in this field "a lot of 
rubbish". He says the results cited by many 
scientists who support the idea are not re- 
producible and are hard to interpret. Take 
the laboratory animals. No research has 
been done on bad effects that might accom- 
pany any increased longevity. Or take the 
Indians, Chinese and Brazilians. It is tricky 
to interpret the results of studies done on 
populations with big differences in their 
ways of life, especially when the people 
spread over a large area. aW 

The believers, such as Dr Leonard Sa- 
gan of the Electric Power Research Institute 
in Palo Alto, California, reply that they do 
not think there is enough evidence to con- 
clude whether low doses of radiation are 
good, bad or indifferent. All they want is 
enough research to find out for sure; but 
they cannot get the money to do it. 


avoid blurs). 

When they were shown pictures, some 
of which were real faces and some com- 
posites, people said they found the com- 
posites more attractive. And the more 
faces that went into a composite—some 
were made up of 32 faces—the more at- 
tractive people found them. 

The researchers think there are two 
sorts of reasons why people prefer com- 
posite looks. First, studies by child psy- 
chologists suggest that children prefer 
typical-looking people and things, be 
cause typical objects are the easiest to rec- 
ognise and learn about. Second—and 
more controversially—they think that 
natural selection plays its part. It seems 
that for many characteristics the average 
(or mean) value is the one that best fits 
creatures to survive—the wingspans of 
birds within a species are one well-studied 
example. Faces do not (directly) help peo- 
ple to survive, but perhaps in favouring 
composite looks, people are still following 
an instinct to favour the average. 

The researchers are aware of some 
problems. All the photographs were of 
young, mostly white, university students 
from the south-west. And averageness 
may be a necessary, but not sufficient, 
condition for attractiveness. Poets may 
also console themselves with the thought 
that attractiveness is one thing, beauty 
quite another. 
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Suppose the effect exists. How might it 
work? Several ideas have been put forward. 
The first involves an increase in the levels of 
naturally occurring molecules called free- 
radical scavengers—molecules that 
neutralise free radicals. Free radicals are 
highly reactive molecules that are sometimes 
produced when a molecule is upset by radia- 
tion. Laboratory experiments have shown 
that the number of scavengers increases af- 
ter exposure to low doses of radiation. Be- 
cause the body responds by producing more 
scavengers than it needs, the excess could 
provide a deferice against free radicals pro- 
duced later on. 

An alternative idea has to do with the 
way DNA tries to repair itself. When DNA is 
damaged, repair enzymes are produced. Af- 
ter exposure to low levels of ionising radia- 
tion, the levels of these enzymes would be 
high, and the body better prepared to deal 
with genetic disruptions. 

Dr Sagan favours some sort of stimula- 

B. of the immune system. There is already 
evidence that animals exposed to low doses 
of radiation have improved immunity 
against infections and cancer. Why might 
this be? When one class of immune 
cells—known as T-suppressor cells—is de- 
pleted by exposure to low levels of radiation, 
the body makes new ones. But it seems to 
make more than necessary because there are 
then more of these cells than normal, and 
the overall immune response is improved. 

There are good reasons for clearing up 
the dispute. If a little radiation is good for 
you, there might be uses for it. Research 
might lead to a better understanding of how 
the immune system works, how DNA repairs 
itself—and how exactly radiation does its 
damage, when it does. Dr Wolff agrees that 
research into low-dose radiation is neces- 
sary, but holds out little hope that a benef 
cial effect will be found. He points out that 
the metabolism of radiation-treated cells is 

e in many ways; it is likely that not all 
them have been discovered yet. And, he 
thinks, claiming that an increase in any one 
metabolic function, such as the production 
of immune cells, is "beneficial" uses the 
word in a very narrow sense. Many other 
processes could be affected—and nobody 
knows the long-term consequences of that. 





Latin America's plague 


Darwin s disease 


OR millions of poor people in Latin 

America, AIDS may indirectly be doing 
some good. Thanks to pressure from inter- 
national organisations, the blood used in 
transfusions is being screened more often 
and more effectively. This means that thou- 
sands of cases of Chagas disease, an incur- 
able parasitic illness, are likely to be avoided. 
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Home to bad blood 


But many more thousands will not be. 

The disease has some similarities to 
AIDS. lt damages the immune system and 
kills after a long delay (usually longer than 
Alps). Some 20-30 years after infection, 
about half of its victims suffer severe defor- 
mities of the heart, oesophagus or intestine. 
As with AIDS there is no cure; heart trans- 
plants are expensive and do not prevent the 
disease from returning. All che drugs which 
have been tested are either inefficient or 
cause cancer. Finding a vaccine has proved 
tricky, in part because it is the body's re- 
sponse to infection, rather than the infec- 
tion itself, which causes the symptoms. 

There the similarities end. According to 
the World Health Organisation, Chagas is 
by far the most common tropical disease in 
Latin America. The region has 17m infected 
people—750 times as many as have been re- 
ported with Amps. And unlike Alps, Chagas 
has been forgotten. Techniques developed 
since 1909, when the disease was discovered 
by a Brazilian malaria researcher called Car- 
los Chagas, could have done much to eradi- 
cate it. But campaigns against the disease 
have been half-hearted because Chagas usu- 
ally hurts only the poor. (One exception to 
this may have been Charles Darwin, who is 
believed to have been infected while voyag- 
ing on the Beagle.) In 1986 Brazil cut a long- 
standing rural programme connected with 
Chagas, thereby wasting years of work. 

That programme involved spraying in- 
secticides at Triatoma, a bug not much big- 
ger than a house-fly. Some Triatoma species 
live in cracks in the walls of clay houses, in 
rotten mattresses and in gaps in furniture 
and doors. Triatoma bites people's faces 
and sucks their blood. It attacks at night, 
and when its sleepy victims scratch their 
skin, they get insect faeces into the blood 
stream. The faeces carry Trypanosoma 
cruzi, the parasite responsible for Chagas. 

Apart from an acute phase of a few days 


when patients barely notice the 
symptoms—a light fever and inflammation 
around the site of infection— Trypanosoma 
stays hidden for years. Exactly how the para- 
site causes the destruction of parasympa- 


thetic nerve cells, the first step in the swell- 


ing of healthy organs, remains obscure. One 
theory is that the body's white blood cells 
mistake the nerve cells for the parasite. 
From then on, the prospects are not g 
The chronic phase ends either in a heart at- 
tack or a fatal blockage of the oesophagus 
and the intestine. 


Both old and new methods have been 


used to combat the disease. Spraying houses: 


with insecticides twice a year in endemic ar- 
eas has helped to keep the bug at bay. Re- 
search has led to better insecticides which 
are less toxic to people and can be added to 
paint. Other efforts have tried to encourage 
natural predators and to control the insect 
using chemicals that inhibit its reproduc- 
tion. Housing improvements in rural areas 
have meant that bricks—which Triatoma 
find less homely—have largely replaced clay. 

Too late. With the heavy migration of 
rural workers to the cities, Chagas has be- 
come an urban disease. Sao Paulo, with 
350,000 infected, accounts for most of the 
4.000 new cases in Brazil every year. The 
poor suffer disproportionately. When they 
need blood transfusions—after surgery, for 
example—they cannot afford to pay for 
blood that has been tested for the disease. 
They are forced instead to rely on blood 
from relatives and friends, who may be ill, or 
from clandestine blood banks. Although 
blood tests have long been available, such 
testing was made compulsory in Brazil only 
in 1988, with the emergence of Alps. Other 
countries are following suit. 

One of the most successful techniques 
for detecting Chagas is the Elisa method, 
which is also used in AIDS tests. Once a 
blood bank has the equipment and trained 
staff, it can do both tests using the same 
blood sample. Yet there is a long way to go. 
A recent survey showed that only 6096 of 
Brazil's 5.5m blood transfusions each year 
use blood that has been tested. In the worst 
areas 1096 of blood was found to be in- 
fected. Less is known about other countries, 
but their record is unlikely to be any better. 
Bolivia, with at least 500,000 infected people 
in a population of 7!/im, has few resources 
to test its blood. 

Blood tests alone will not eradicate the 
disease. The fight must go back to the forest. 
Many believe that Triatoma first struck af- 
ter the Incas brought infected wild animals 
to raise near their homes. At the beginning 
of this century the disease suddenly became 
more common, as coffee plantations were 
carved out of the forest and bugs were 
driven to find new habitats. Today's defor- 
estation could similarly bring little-known 
species of Triatoma into contact with man. 





103 











THE SPONSORSHIP OPPORTUNITY 
OF THE 1990'S 


IHE VIVALDI CONCERTANTE 


An outstanding orchestra 


M 





The face of Pavarotti is instantly recognisable but the hands around the internationally famous 
singer's shoulders are also well known in the UK music scene. They belong to Joseph and Mary . 
Pilbery, the founders of The Vivaldi Concertante in 1983, who in their own way, have demonstrated ( 
a remarkable talent in running an outstanding orchestra which has not had the benefit of any public ~ 
funds. Relying totally on box office receipts and sponsorship, the Vivaldi Concertante has not only 
inaugurated concerts at the Wellington Museum, Apsley House, but also have appeared at the Royal 
Albert Hall, The Royal Festival Hall, The Barbican, St. John Smith's Square and The Orient 
Express train while travelling from London to Venice. 


The Vivaldi Concertante is now seeking an overall sponsor whose objectives are complementary. If 
you are a major corporation seeking to win new markets — both in the U.K. and Europe then you 
should take advantage of this exclusive opportunity to secure the services of the Vivaldi Concertante 
to help you achieve your objectives. To obtain a detailed prospectus which highlights what is a highly 
professional sponsorship package incorporating generous corporate entertainment and publicity, 
please contact:— 


Advertising Answers International, Glen House, 200/208 Tottenham Court Road, London 
WIP9LA  Tel:01-323 4770. Fax: 01-436 3219 
Please also contact Advertising Answers International if we can help your organisation either in the 


raising of sponsorship or the management of a project that also requires professional assistance in 
the fields of marketing and promotion. 


"T 








A box of pencils 


NICARAGUAN SKETCHES. By Julio Cortazar. Norton; 142 pages; $15.95. To be published in 


Britain by Norton 


Lire STORIES OF THE NICARAGUAN REVOLUTION. By Denis Lynn Daly Heyck. Routledge; 355 


pages; £40 and $45 (p/b £9.95 and $14.95) 


ISTENING to Daniel. Ortega's conces- 
sion speech in February, not only his 
Nicataguan followers were distraught. Tears 
also streamed down the cheeks of the crowd 
ndalistas, the young North Americans 
S Europeans who had been drawn to Nic- 
aragua, and to its revolution, ín much the 
same way as writers and. intellectuals of the 
1930s were lured to Republican Spain. The 
nature of that revolution—which must be 
accounted, for the moment, over—has been 
disputed. Seen by its supporters as the pur- 
est kind of Christian socialism, by its detrac- 
tors as expansionary Marxism, it was in ret- 
rospect neither of those things. This did not 
prevent ordinary Nicaraguans, nor their 
Outside. visitors, painting the revolution 
their own colours. 
i Julio Cortazar, a celebrated Argentine 
writer of the left, did not live in Nicaragua. 
He visited it from time to time, especially to 
see Ernesto Cardenal's cultural centre at 
Solentiname, but otherwise preferred. to 
view the country from the perspective of . 
Paris, where he died in 1984. His Nicaragua 
is a land of poets, his nicas natural songsters 
and storytellers, his 1979 revolution a poetic 
















event for which he feels unbounded love 
and admiration. Round their camp fires in 
the war zone, Sandinista soldiers make up 
poetry to pass the time; Tomas Borge, the 
hard-line minister of the interior, is called “a 
man of poetic sensibility”. 

It is all noble and fine; but Cortazar 
sometimes seems to have listened too much 
to the poets, or to have foundered on his 
own observation that "in things to do with 
Nicaragua, the boundary between fiction 
and reality is a fluid one." Thus he writes 
that during the years of the Somoza dic- 
tatorship the children in Managua dared 
not climb trees, because the National 
Guard—perhaps suspecting political mis- 
chief, perhaps in fun—would shoot them 
down like ripe fruit; visiting Managua after 
the revolution, he delights most of all to see 
children scrambling in the trees again. But is 
his story true, or part of the lively mythology 
of the endlessly articulate Nicaraguans? 
Cortazar is not particularly bothered; but 
his readers, struggling out from under the 
blanket of Nicaragua-ideology of right and 


left, could do with knowing. 


Denis Heyck, a professor of Spanish i in 































































Chicago, makes a bolder attempt to 
how the Sandinista revolution occurred 
what its nature was, and why—perhaps 
Nicaraguans finally rejected it. Her book 
series of lengthy interviews with Nicara 
guans, some in government, some in oppe 
tion to it; some fervently Sandinista, so: 
lukewarm. Most blame their difficulti 
the contra war, but none of them h 
contra fighter; the one victim of a 
tack dived so quickly under thi 
tco saw nothing. Rather than ter 
rebels seem merely ineffectual. 
All Miss Heyck's subjects are poor; 
bear their poverty—two-room dai ane 
kle-deep mud, scrapings of beans, the im- 
possibility of buying new clothes—with : 
astonishing cheerfulness. Living in the cit-. 
ies, they are almost all from the countryside; 
and pine for it. They yearn above all to be 
educated, to send their children to good ` 
schools, and to read. Every book placed be- 
fore them is devoured. Babies are christened — 
“Fyodor” and “Ulises”. The most treasured — 
possession is a sharpened pencil; according 
to Cortazar, Mr Borge kept a box of them in 
kis office to distribute to the much-abused 
Miskito Indians. The Sandinistas rendered 
perhaps their greatest service by establishing 
the Literacy Crusade, in which campesinos. 
were taught to read by lamplight after a day: 
in the fields; and then spoilt it, as a teacher 
indignantly points out, by providing. books 
that were largely ideological cant. 
Judging by these conversations, Nicara- 
guan families are large, chaotic and riven by 
strong political divides. Most have close rel- 
atives "on the other side", with whom they 
try not to talk politics, if. they are still talking. 
at all. Although Somoza is hated every- 
where, replacing him has been messy. Nica- 
raguans wanted an end to bullying and t 
cure, but not to being able to sell or fai 
they pleased. Many Sandinistas spran 
of local Christian groups, but ha 
blended in: Marxism as if it was no mor 
than a different strain of coffee... 
Most especially, despite its glorifica 
of popular culture, Sandinismo seeme 
forget the essentially entrepreneurial c 
ter of Nicaraguans: their yen to fix thin 
start little businesses, make a better sort 
life. One of Miss Heyck's most endear 
subjects i is Adan Torres, a self-styled “r 
artist" who has the most extensive selectio 
of spare parts in Managua and can mak 
anything work; he is stumped only by a bi 
American juke box, beside which he stan 
to have his picture taken. Disillusioned E 
having "nothing of anything’, he is abou 
to leave for the United States. 











Re-making Europe 


Britons, awake! 


EuROPE RELAUNCHED. By Nicholas Col 
chester and David Buchan. Hutch- 
ison/Economist Books; 238 pages; £15.95. 
To be published in America by Random 


House 








N HALF a decade or less the subject of 
European integration has bounced from 
boring waffle and paralysis to the brightest 
show on earth. It is high time for a balanced 
-and sober account of this amazing transfor- 
.mation—-one which distinguishes between 
.the hype and the reality of what is happen- 
ng. "Europe Relaunched” fulfils this need 
admirably. 
^ Nicholas Colchester and David Buchan, 
respectively of The Economist and the Fi- 
nancial Times, set out to explain how the 
- bickering and frustration of Europe-sclero- 
- sis in the early 1980s gave wav to the bril- 
> lant concept of 1992, how the dramas of 
. Eastern Europe have added to the feeling of 
:; momentum and success, and how the rest of 
the world's policymakers, whether in Wash- 
ington, Tokyo or Moscow, have become al- 
most mesmerised by what they see as the 
emergence of a new superblock. 

But is that truly what is happening? This 
book wonders, and without being either too 
sceptical or too dismissive, it poses a whole 
range of tough questions about Europe's 
progress. Can a Europe without frontiers 
really work in practice, as drugs, criminals 
and migrants. wash to and fro? Will the dif- 
ferent national governments really allow 

free Europe-wide competition in highly po- 
litical areas like defence procurement when 
the chips are. down? Or—at a loftier level.— 

_ is European Monetary Union, meaning in 
its purest form one currency and one central 
bank, either desirable or practicable? And 
Whatever they may say, would the Germans 
: ever really wear it? - | 

Having posed the nione the book 
then offers its own thorough conclusions. 
Chief of these it that while it is useless to 
¿pretend that Europe has no supranational 
element in it, or that it is merely about co- 
operation between sovereign states, the next 
stages of integration are wide open to influ- 
ence by those who can think and articulate 
vigorously and imaginatively. An alert lead- 
ership in London should now be enumerat- 
ing not the reasons why political union is 
anathema, but the excellent reasons why the 
British ' constitutional" - and evolutionary 
"approach to political reform in | Europe is 
"both the most democratic and the most 
likely to endure, and why a cM. Europe, 








‘a much higher priority. ` 
-Ás the authors rig ity argue, the obvi- 
-ous way forward i is to go with the grain of 





— national feeling and to build up the role 


bringing in Austria for example, ought tobe 


national parliaments in the European struc- 
ture. In a world of increasingly diffused and 
decentralised power this is not outdated na- 
tionalist obscurantism, but forward-looking 
common sense. The pity is that while Britain 


ought to be the most forceful proponent of | 
this approach, and while many people 
throughout the Community, especially in 
















the En and Protestant purs look to d 





story Sis wi. V5 in her: case, too, the Brie: 
ish began by saying they were against the 


whole Bod and then’ à-fealised that. there 


getting ee 


At is not too late to rescue "common- T 


sense Europe” from the centralisers: and 


airy-fairy institutional architects | and. to a 
mobilise opinion in favour of something e 
much more deep-rooted, more. innovative . | 
and more appropriate for the next millen- ~ 


nium than an old-fashioned, cumbersome 
and remote superstate. But British policy- 
makers now need to wake up and seize the 
democratic initiative. When they do, they 
will find “Europe Relaunched” a most use- 
ful text. 

DaviD HOWELL MP 





British politics 
King Kinnock's 
court 


LABOUR REBUILT: THE New MODEL PARTY. 
By Colin Hughes and Patrick Wintour. 
Fourth Estate; 217 pages; £6.95 


RITAIN'S Labour party never ceases to 

surprise. In the early 1980s, defying 
electoral logic, it moved sharply to the left, 
adopting policies and forging alliances (with 
homosexuals, blacks, extreme feminists, the 
Militant Tendency and almost every oddball 
in the land) that might have been deliber- 
ately calculated to alienate Labour's tradi- 
tional working-class supporters. Gerald 
Kaufman dismissed the party’s 1983 elec- 
tion manifesto as “the longest suicide note 
in history”. He was right. It was. Conserva- 
tive headquarters liked it so much it placed a 
bulk order. 

Labour moved to the left partly. lacius 
the experience of the Wilson and Callaghan 
governments had discredited right-wing pol- 
icies, but chiefly because left-dominated 
constituency parties adopted increasingly 
left-wing candidates for Parliament, and left- 
dominated trade unions used their block 
votes at the annual conference to hammer 


increasingly left-wing policies into the par- 


ty s platform. The leadership had no power 


to resist. Michael F 

















£1, 


lacked the will. 
Now, in the early 1990s, the party is 
heading in the opposite direction. It has jet- 










































_ tisoned all the policies (unilateralism, oppo- 


sition to council-house sales, its willingness 
to kow-tow to the unions) that cost it votes 
in 1983 and 1987. The “loony left" has ef- 
fectively been marginalised. Neil Kinnock 
has defied those prophets who insisted three 
years ago that any effort to drag Labour into 
the political centre would merely result in 
the party's tearing itself apart. - 

How has it been done? Colin Hughes 
and Patrick Wintour, political writers on the 
Independent and the Guardian respectively, 
ask the question; but they provide, at most, 
one-third of the answer. 

They say little about the constituency 
parties, explaining neither the local parties' 
new-found willingness to adopt Kinnocig 
parliamentary candidates nor their sud 
desertion of left-wing causes and left-wing 
candidates for the national executive. They 
also say little about the trade unions, even 
though the unions control 90% of the vote 
at the Labour party conference. 

“Labour Rebuilt” concentrates instead 
on the leadership. Here is politics at the 
court of King Kinnock, a tale of petty per- 
sonal rivalries (“The deputy leader envied 
the publicity acclaim being enjoyed by 
Gould”) and the drafting and redrafting of 
endless policy documents that almost no- 
body read (though they did gradually nudge 
Labour back into the centre). A Cambridge 
don who acts as Mr Kinnock’s economics 
adviser, John Eatwell, is mentioned mote of- 
ten than the general secretary of the GMB, 


| Britan' $ second-largest trade union; and the 


“shadow communications agency” gets 
more attention than the shadow cabinet. 
The whole-atmosphere is more Brezhnev 














ble talk « of glasnost and perestroi ika. 


des without any real sense of direction— 
ipart from the one impelling him towards 
Downing Street—bu e good sense 
‘0 leave the subst: ve hat 
of capable ‘peopl 
secretary, Mr. 
«now how to ci 
























The peewit S cry 


FINDING CONNECTIONS. By P.]. Kavanagh. 
Hutchinson; 216 pages; £14.95 


N WELLINGTON, New Zealand, stands 
“a dream pub, magnificently music-hall 
florid,. Victorian, with. its name in stone re- 
lief on its forehead, Royal Albion. It might 
have been in Mortlake or in Barnes". With a 
lightened heart the thirsty P.]. Kavanagh ap- 
proached it, noting with sudden apprehen- 
sion that its door was an "unpub-like col- 
our, a sort of tasteful mulberry" before he 
saw above the bell-push one word, discreetly 
displayed: Massage. The Antipodes, he was 
discovering, are often not what they seem. 

. Mr Kavanagh took a journey through 
Tasmania and New Zealand to discover 
Bn. e about his great-grandfather, who had 

erated from Ireland in 1841. The coun- 





ryside he found at times breathtakingly 
beautiful, at times eerie. Primeval gum for- 
ests remind him of dinosaur boneyards. He 
sees a tranquil village green surrounded by 
chestnut trees on which several plovers are 
idly pecking; at his approach they rise, but 
their cry is not the plangent English "pee- 
rit", rather a harsh croaking scream, “like 
the souls of flogged convicts”. 

. The convicts haunt him. At times, he 
says, the landscape reeks of sorrow. He visits 
a hotel in Hamilton built wholly by convicts, 
gangs of whom were stationed there to- 
gether with “a flagellator whose services 
were much in demand", as the sign boasts. 
That exclamation mark Mr Kavanagh views 
as evidence of the unease that lies over Tas- 
mania when it considers its past. The hotel 










eto were be En eara out as 










hee a ie s fashion- | 


. The picture that emerges is of a party 


attic is in better order" 


make fun of it with exclamation marks." 
As for the genealogical quest, it suc- 
Te in an unexpected way. P.]. is the son of 


— Ted Kavanagh who wrote ITMA, the surreal, 
1 . anarc 

. dio show. Ted was born in New Zealand of 
*-« Trish antecedents, but chose to live in Eng- 
.—. land. His son grew up: with a sense of belong- 
ing nowhere, a “wild Irishman” in an Eng- 





lic and wonderfully funny wartime ra- 








ublic school. At evening Mass in 
art, slipping in at the back, he found 
lf “watching the backs of the necks of 


Australian men brawling  lustily and 
unselfconsciously about the love of G 

and realised that "' 
| group | almost belong to". He mentions An- 


this Was the only social 


ny Burgess's remark that he feels at 
wherever the sign of the cross is made. 
ild not put it like that," he writes with 
n e aring fastidiousness, "but I feel the 
same.’ 

In Choli in rural Ireland and 
sometimes in Australia, he discovers a natu- 
ralness and absence se class that are heady 
and sustaining. He also finds out more 
about his ancestors, enough to feel that “my 
On the way he 
writes about virtually everything he sees and 
thinks with beguiling honesty, unflagging 
fascination and an eye to detail that is the 
mark of the poet. If, in the end, he is still not 
quite certain where he. belongs, he has.at 
least. developed an attitude that seems 


wholly Irish: “It would be no sort of a life if 


we felt entirely comfortable in it." 


Military history | 


On its stomach 


1812: NAPOLEON’sS RUSSIAN CAMPAIGN. By 


Richard Riehn. McGraw. Hill; 525 pages, ! 


$24.95 


T'S a long way to un AS said is 

dying grenadier on the retreat from Mos- 
cow. He was one of the half-million or so 
who perished in the most grandiose and 
tragic military adventure of modern times— 
until Hitler replayed it in 1941. But he was 
one of a minority, too. By 1812 Napoleon’s 
attempt to blockade Britain by closing conti- 
nental ports to British commerce had ex- 
tended the frontier of France to the Elbe 
and the Tiber. It was this multinational em- 
pire, along with its satellites and allies, that 
provided the 612,000 soldiers who crossed 
the Russian border. 


This was a folk-wandering. It was also an 


epic, from the crossing of the Nemen to the 


bloody stand-off at Borodino, from.a Mos- 


cow in flames to the long agony of the re- 


“treat, with the cold and the Cossacks closing 


the chain-gangs | and flagellators ‘worked. 
“With so much bloodiness of history”, he 


says "no wonder they ignore it or try to 


Napoleon had planned. a careful ar 


Poles were the most enthusiastic of his allies. 
But to accept their pretensions would have 


Hundred Days would show, Napoleon was | 


fought an eighteenth-century war with a 
nineteenth-century army. 


Charming is not exactly the right word 

























































in ‘epic. Te is more a 
than an historian: one-third of t 
taken up by appendices listing th 
orders of battle, and Mr Riehn is conc 
with troop strengths throughout. — . 
The story they tell is eloquent. enous 
On June 24th Napoleon crossed the front 
with 450,000 men. Two months later he lef 
Smolensk, still 270 miles from Mos 
(which had become his target almos 
fault), with 150, 000. Some 100,000 reach 
Moscow. A mere 30,000 made it b 
Beresina on oseber 26th. Qn D | ecemb 
10th the last discipli ined 
Grande Armée left V 
5,000. | | 
From thes start, everything: 








sive action to bring the Tsar to 
the battles he fought were inconclusive 
ter Moscow unplanned, and his overtures 
Alexander went unanswered. He might per- 


haps have played the Polish card, for th 


been the ruin of his hopes of. pure 
He might have preached social revolution, 
the emancipation of the serfs. But as the 


more than reluctant to stand as a popular, 
let alone revolutionary, leader. Instead he. 


Prince Andrei. at Austerlitz, Pierre at 
the Borodino, even. Stendhal's Fabrice at 
Waterloo give a truer picture of Napoleonic 
war than Mr 





Riehn’s readable, but ironically 
bloodless, account. It was the young Marie- 
Henri Beyle (later known as Stendhal) who: 
wrote in his diary in March 1811: “They 
speak much of a war with Russia. It would be 
charming. after coming back from Italy, to 
join a really active army.” All through the 
retreat from Moscow, Beyle served with dis- 
tinction, . Looking back at his diary a year. 
iater. he: adit "That is what happen: 
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The Krays on screen 


Tea, biscuits and butchery 


yq hoodlums are by nature shy 
and parochial; but there are excep- 
tions, of which the most famous are the 
Kray twins, Ronnie and Reggie. A new film 
about the twins, "The Krays", opened in 
London last week, and it has confounded 
most expectations. The acting of the main 
parts, by twin rock stars, was much better 
than passable; and the two famous gangsters 
were not particularly glamorised. That was 
odd, both because films tend by their nature 
to add glamour to their subjects, and be- 
cause the Krays have routinely gathered 
more gloss than most. 

During the 1960s the Krays were the un- 
derworld kings of London's depressed East 
End. Fat takings from protection rackets 
and night clubs allowed them to dress in 
Savile Row suits and indulge a passion for 
self-publicity and mixing with the rich and 
famous. The attraction was mutual. With all 
the silliness of the age, fashionable London 
fawned over the celebrity villains. Judy Gar- 
land and George Raft visited them, and Da- 
vid Bailey included them in a book of photo- 
graphs of glamorous people. The Krays seem 
to have made a conscious effort to emulate 
the mobsters of Hollywood: they venerated 
Raft, made overtures to the New York mafia 
and shot the gangster George Cornell, in a 
leisurely sort of way, in a crowded pub. 

The flip side of the Kray coin, a capacity 
for stomach-churning brutality, was re- 
served solely for their fellow working-class 
East Enders. It earned them life sentences in 
1969 for the murders of two small-time 
crooks, one of whom (Jack “the Hat” 
McVitie) was so comprehensively butchered 
that his body could not be pieced together 
afterwards. 

Prison has hardly slowed the Kray pub- 
licity machine. Newspapers are still keen to 
have any news of the twins. Ronnie, a homo- 
sexual in his gangster days, has married 
twice. Reggie has developed literary ambi- 
tions, publishing books on cooking and on 
exercise for people in confined spaces. His 
latest venture is "A Collection of Thoughts 
and Poems". Meanwhile, the Krays’ own PR 
company campaigns for their release. Last 
year 14 out of 15 readers of the Sun voted to 
free them. 

A formidable personality cult has 
sprung up around the brothers, growing 
stronger as memories fade. Older folk round 
Bethnal Green fondly recall the twins’ gen- 
erosity to charities and courtesy to women, 
but forget that they also liked slashing peo- 
ple’s faces with sabres. The fact that the 
twins hurt only other criminals is held up by 
their apologists as almost praiseworthy. 

Showbusiness types continue to be 
hypnotised by the twins’ aura of designer vi- 


108 


olence. Pop stars have visited 
Ronnie, now certified crimi- 
nally insane, in Broadmoor 
prison, where he still maintains 
a wardrobe of expensive silk 
suits. At one stage 52 different 
scripts for a film about the 
Krays were circulating. Roger 
Daltrey, lead singer of The 
Who, bought the film rights af- 
ter playing another gangster in 
the flm “McVicar”. Mr 
Daltrey was convinced that the 
brothers were East End heroes 
and insisted they should bene- 
fit from any film about them. 
And so they have; as a result of 
"The Krays", the twins are 
now $255,000 better off. 

That apart, the film does 
them no particular favours. It is less a cops- 
and-robbers piece than a study of a working- 
class matriarchal family, paying almost as 
much attention to the mother and aunts as 
to the twins themselves. The violent scenes 
are graphic—more than enough to stifle 
calls for the twins’ early release—but they 
are few. No doubt a more significant mo- 
ment for the film-makers is when Mrs Kray 
interrupts the gang’s council of war, con- 
ducted over tea and biscuits, to make every- 
one check their shoes for dog-dirt. (“It’s not 
me, Mrs Kray.") Hardly the stuff from which 


Seen any good films lately, Ron? 





legends are made. 

The film's technical adviser was thi 
Krays' older brother, Charlie. The brother: 
are played by another pair of identical twins 
the actors-turned-pop-stars Gary and Mar 
tin Kemp, formerly of the rock band Span 
dau Ballet. They too are working-class Lon 
doners who made it big, and the socia 
attraction of their subject has not escape 
them. “Whether you like their methods o 
not”, says Gary Kemp, "the Krays achieve 
something. "They came out of the ghetti 
and mixed with the establishment." 





The fate of paintings 
Mine, | think 


NEW YORK 


HE heirs of Edward Steichen, a pioneer 

photographer, are suing New York's 
Museum of Modern Art to recover a paint- 
ing. The museum claims the painting was a 
gift; the family maintains it is only on loan. 
The work in question, a 1905 Fauve land- 
scape by Matisse, is the sort of painting any 
museum would want. Fauvism, a style in- 
vented by Matisse, is of paramount impor- 
tance in the history of modern painting. But 


Saved 

In our issue of September 2 1989 we reported on 
the closure by Pilkington Ltd of Hartley Wood, a 
small Sunderland firm which produced mouth- 
blown "antique" stained glass of a unique standard. 


Alerted by the article, three international business- 
men with a personal interest in ecclesiastical art ne- 
gotiated with Pilkington to lease the site, and 
Hartley Wood reopened on April 24th. Production 
starts again in July. 





it was a comparatively short-lived episode it 
Matisse's career—a mere three years, as op 
posed to almost 15 for Picasso's Cubism 
This means fewer pictures available for mu 
seums to acquire. 

[n fact the painting was donated ‘@ 
Modern in the early 1970s by on 
Steichen’s daughters, Kate, who had re 
ceived it from her father. But she late 
changed her mind, downgrading it t 
"promised gift". This gave the museum pos 
session, but not full title until after he 
death. Eventually, she wrote the museun 
out of her will altogether and left the paint 
ing to her infant great-niece. Sinc 
Steichen's death in 1988 the museum has re 
fused to return the painting, citing the origi 
nal gift agreement and maintaining that the 
family has no legitimate claim. 

At the heart of the case stands the ques 
tion of how binding a gift to a museum, o 
the pledge of one, really is. Donors com 
monly revoke promised gifts—many did af 
ter the tax laws changed in 1986, greatly re 
ducing their allowed deductions. lt is : 
trickier matter to change your mind once 
the museum actually holds title to the work 
But the Steichen family's case may be bol 
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red by the a hae afte he first change 
will, the Modern listed the Matisse in cat- 
alogues as "Extended loan and promised 
gift”, suggesting that it recognised the al- 
tered status of the gift at the time and now 
finds it inconvenient i to HE 








ri this s ari any gift, no matter 
how small, is too valuable to lose; unless, 
that is, the museum decides to sell it in order 
to buy something else. 

. Traditionally museums M sold only 
minor works in order to upgrade their hold- 
ings, leaving the cores of their collections in- 
tact. But recently museums have been giving 
the impression that they regard their collec- 
ins somewhat differently, more like a 
land of cards in which everything is open 
for trading. Earlier this year Thomas Krens, 
the director of the Guggenheim Museum, 
announced his intention to sell some of its 






Kandinskys and a Chagall in order to buy 
some American Minimalist art. And last 


summer the Museum of Modern Art relin- 


quished a number of its paintings (them- 
selves earlier gifts) as part-payment for a van 
Gogh portrait it wanted badly. 

These and other changes have contrib- 
uted to a perception that museums regard 
their collections not as patrimony secure 
from worldly depredation, but as so many 
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Proust and Katyn 


N POLAND April is the month of re- 

membrance. On April 13th Mikhail 
Gorbachev admitted Soviet guilt in the 
1940 massacre of 15,000 Polish officers, 
4,500 of whom were found buried in the 
forest of Katyn, near Smolensk. A 94- 
year-old artist living in Maisons-Laffitte, 
near Paris, knew the truth all along. As an 
officer, Josef Czapski was in a prison camp 
at Starobielsk, in Russia, in 1940 and 
barely escaped being killed. (Only 400 of- 
ficers survived.) When the Polish army 
was organised in the Soviet Union in 


1941-42, 


out, but the Allies did not want to know. 
1 When graves were discovered in 1943 
| the Russians blamed the Germans, even 
d though, at the time of the killings, Katyn 
~ was still in Soviet territory (in 1941 it was 
invaded by the Nazis). In 1943 the Ger- 
mans organised an international commis- 
|j. sion under the Red Cross to establish who 
was guilty of the Katyn massacre. The 
clear purpose of the killings had beeri the 
] destruction of Poland's national identity: 
among the dead were the elite of the Pol- 


ish. intelligentsia, highly cultured men,- 





*"Proust Contre la Déchéance' 
Blanc, Lausanne; | FFri60. "Souvenirs de 
Starobielsk"". Editions Noir sur Blanc; FFr160 
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Mr  Czapski—as General 
Anders's delegate—led the investigations . 
to find out what had happened. He found. 


 idyllic scene shows a 


' Editions Noir sur 50 convinced that it was 


university professors and poets. 

Mr Czapski himself was a painter who 
studied with Bonnard and Matisse in the 
1920s. In his Soviet prison camp he used 
to divert his fellow-officers with lectures 
on Proust, which have just been pub- 
lished.* "At the time", ’ he says, 


| thought with emotion that Proust, in v his- 


overheated room with cork-lined walls, 

might be rather astonished to know that 20 

years after his death, Polish prisoners, after a 

whole day spent in freezing snow, with tem- 

peratures as low as -40° Celsius, listened with 

intense interest to the story of the Duchess of 
Guermantes. ` 


Mr Czapski’s lectures 
were a feat of memory; he 
had no copy of Proust to 
hand. And his spirit sur- 
vived in other ways. In 
Starobielsk he began to 
draw tiny sketches of 
those paintings of his 
which had been de- 


stroyed in the war. One 


young man sunbathing.t 
Such reveries were 
put aside when he began 
to investigate the disap- 
pearance of the Polish of- 
ficers, many of them his 
friends. "I told myself, - 
they must be alive. I was 


impossible they'd all been 
killed. 1 couldn't accept 





. deny everything, and Mr Czapski's com- 


- velt forbade an associate to investigate the 


| Czapski, said:. “How terrible. But don't 









Czapski, by himself 


















































"assets" (Mr Krens's term). This ds bad 
tarnished their image as disinterested cu 
todians of culture, placing them in the sam 
league as Alan Bond in an overactive art 
market. More troubling than the spectacle 
of a curator locked in combat with a donor 
is the suspicion that even if the museum - 
does manage to win the battle, it may i one 
day sell its trophy. : 


s kE 


the idea.” The Russians continued to 
mittee found that neither the British nor 
American government would challenge . 
them for fear of alienating Stalin. Roose- 


matter, and Churchill, according to.Mr 


say it, don't say it." | 

For decades, Mr Czapski continued to 
paint and campaign for the truth. He and 
his sister Maria, who died a few years ago, : 


Seen A arn E ALN AAA AAC e PA S e en o ree Me EO Aa et as Rr a 


were striking figures at emigré parties, de- | 
scribed by one associate as “two towering - 








ooh. people, very thin, 


tense eyes.' ' Now that the 
truth is known, And 
“Wajda, a Polish : 
. maker, hopes to -realise 
| his long-planned doc 
| mentary about Katyn. ! 
M  Wajda’s interest is more 
. than merely historical 
- his father was among 
officers murdered ‘the 
The common knowledge 
of emigré circles has. 
etrated the homeland ai 
last, and native Poles. are 
aware as never before of | 
the anguish of their re- 
cent history: thanks. in 
good part to the strength, 
j endurance and humanity. 
of Josef Czapski. > 










“UK dnd Africa AA 
Desig Economists based chiefly in 
Africa to be involved in all aspects of 
| Agricultural adjustment, Pricing Policy, 
“Marketing, Institutional Reform and other 
policy related areas. Relevant third world 
experience is essential. Ref: REC/3D/2 


em Economic Consultants based at the 
Company" $ head office in Reading, to work 
on a. wide range of projects both nationally 
and internationally. Ref: REC/3D/3 


-. Please send full CV quoting ref. to: 


| Michael A B Boddington TRAVERS 
| Travers Morgan Consulting Group IMORGAN 
Hanover House, 202 Kings Road 


Reading RGI 4JJ | 










THE UNITED NATIONS UNIVERSITY 


An international community of scholars, engaged i in research, 
postgraduate training and dissemination of knowledge in - 
Iwitherenge of the purposes and principles of the Charter of 
the United Nations. 


Urgently boku for suitable candidates for the following _ 
position at its hendquartera in Tokyo, Japan: 












Plans and iupicmerdá publié Informali: and public relalions 
policies forthe University; advises the University on strategies 
and means for publie: information; prepares materials for 
public information and maintains the information flow.on the 
University's scholarly wor 
extensive internal and exter 





















tions, journalisn 
other relevant f 
Knowledge of 
Ability to deal wi 


cci Cuore or 
ademic. QUA UNIO 
ds of a variety of media. 
Sadetic matters. Consider- 





















international. context, expe 
including press writing and 
ceptualising, le | e 
means to reach a wide range iT 
English and another UN language, 


Remuneration: US$30, 279 net per: annum P ‘anglè rate), 
US$37,805 net per annum (wit 
annum (single et t 1 
















E eun and 







present US$56,140 net per .— 
60, 461. net per annum 











a olicatións- with CV B. 28 May 
‘Nations University, Toho 
a 2-chome, Shibuya-ku, Tokyo 
Fax: 81-3-499-2828. 

























ices. Good knowledge of | 


primary dependants) plus post. o 





‘Research Officers 


European Corporate Restructurings Project 


‘Two research officers are sought to work on an ERSC- 

funded project, investigating European takeovers and corporate 
control, 

` The project is being directed by Professor Julian Franks at 

London Business School, and Professor Colin Mayer at the City 

University Business School. The period of employment will be 

for two years beginning in October 1990. 

A knowledge of French and German would be 
advantageous. This post would appeal to a recent graduate or 
someone wishing to pursue an academic career. 

Applications and cv should be addressed to 
Professor Julian Franks ar the address below. 


































| Professor Julian Franks, London Business School, 
Sussex Place, Regent's Park, London NW1 4SA, UK. 
Tel: 071-262.5050. Fax: 071- -7124 7875. | 















an international rural development agency — designing, 
funding and managing programmes in Africa, Asia and 
Latin America seeks a - 


- DIRECT ORB NGLA DESH 


^ You will have responsibility for managing and 


developing ActionAid's programme in Bangladesh. 

Initially your time will largely be devoted to carrying out 

a range of socio-economic studies of a new target area 

in Bangladesh leading to the development of initiatives 

in the areas of education, health, savings and credit and d 
employment creation. The Director willalsobe ^" ` 


responsible for representing ActionAid's work to the 


Government of Bangladesh at the most senior levels as 


= well as managing the Dhaka office. 


The right person for this job. will ideally. have significant 
planning, programming and field management 
experience within South . You will have shown 
considerable leadership and communication skills and 
will have demonstrated an ability to negotiate and 
communicate at the highest level with host pees 





, and funding agencies. 


.: The position will be based in Dhaka. Thei initial contract 
dd. is for a two/three year period but the possibility 
4. shorter contract will be considered. Salary unge from. 
. £16 500 to £17 500. 





ofa. 





Please apply with full Cv, to Janet t Phillips, Director of^ 
Personnel, ActionAid, Tepstone Road, Chard, Somerset. 
TA20 2AB, by 31 May 1990. . 





Readvertisement: Previous applicant? need not apply as. 
dered. 


they will be automatically n 
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- The London Docklands Development Corporation F inancial and Economic Analyst 


engaged in the most significant programme of inner 


city regeneration in Europe. The task includes direct -Highways Implementation Team 


AVESMENEIN ANIMEN IVE BOIR ea el Based in the Highways Implementation Team and reporting 

reclamation, transport infrastructure, social — to the Chief E d the Assistant Fi I Control 

programmes and other regenerative projects, o the Chief Engineer and the Assistant Financial Controller 
(Projects) in the central Finance "eam. The appointee will provide 


| Re E miae ih : aren a full ien service to the isis de nee e financial 


__. financial year. The Corporation is currently seeking to - 
. recruit two Financial and Economic c Analysis, | 




























Bia programme is 5 £545m over ‘the next m years. 


Financial and Econo nic Analyst 
-Area Team ` ME 


mE - Basedi in the Wa ping and iilo. ofi g 
.— reporting to the Area Director and to the Assi 
p Controller (Projects) in the central Financ 
will lead a small Fi n who 0 provide a full iol ids aa CI 
evaluatio f projects, budgetary and cost control B 
the monitoring B a large capitali income an ‘expendi ure - 
programme, providing financial and economic advice, - E 
- undertaking feasibility studies upon team programmes and ther 
strategic management. | 
















E Since 198° »rivate 


















ried Uk UK... 


Candidates for either e should hold : | 
degree: with several B 


accounting qualification or a gcod. Economic s 
| years relevant experience. om 
Please write for an appli cation form, quoti ing Ref: E/017 
to. Mr. Chris Woodman, Senior Personnel Officer, London 
Eastern Enterprise, Millharbour, Londóri E14 oT. 
We intend to start reviewirg applicati ions on mongay - 
21 May 1990. 
An Equal Opportunities Er ployer. . 
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| ECONOMIST - 


ITEM Club Ltd require a macroeconomist to join its international 
forecasting group producing forecasts anid analysis of the major OECD 


| economies, The ideal candidate should have some experience in 


. forecasting and the use of econometric models, as well as being 
=. accomplished in macroeconomic analysis, econometrics and the use of 
|... personal computers. Writing and presentational skills are essential. 

.. This job offers the successful candidate a unique chance to develop 
macroeconomic forecasting and modelling skills, at one of the leading 
forecasting groups. Private sector experierice in the operation of the 
HM Treasury model of the UK economy can only be gained in the 





private sector at ITEM. There will also be close contact with the ITEM ~ | 


Club members, who are leading economists from a wide selection of 
industrial and financial institutions, providing broad research 
experience. . 





..  . Electricity marketing is a new and challenging commercial 
,; activity for us. From our unique position in the industry, we are 





. ext 224, An equal opportunity employer. Closing date: 25 May 1990. 























tai! University of Bradford 


LECTURESHIP IN INTERNATIONAL 
BUSINESS MANAGEMENT 
(NEW ACADEMIC APPOINTMENTS SCHEME) 


Applications are invited from individuals holding a good Honours degree and 
referably a higher degree in a management discipline to teach international 
brninen at undergraduate, postgraduate and post-experience leveis. The success- 
ful candidate wil! also pursue research within the area of international business. 
Salary within the Lecturer A range £10,458-£15,372 pa or, exceptionally, the 
Lecturer B range £16,014-£20,469 pa. Superannuable. : 
Further details and application forms from the Senior Assistant Registrar, Person- 













- nel, Ref L/M/IE/E, University of Bradford, West Yorkshire BD7 1DP. Tel 0274 733466, 



















DEPARTMENT OF SOCIAL à ECONOMIC STUDIES - 
LECTURESHIP IN ECONOMICS 


Applications are invited for the above post for a period of two years from. 1 





.. October 1990. The appointee will be required to undertake research and to teach 


at undergraduate and postgraduate levels. While applications will be welcomed 
from well-qualified candidates in any field. of economics preference may be given 
to those able to make a contribution to the teaching of quantitative aspects of the 
discipline and/or internatioal Economics. An interest in working in a multi- 
disciplinary department. would be an added advantage. Salary on Lecturer A 
£10,458-£15,372 pa or Lecturer B £16,014-£20,469 pa. Superannuable. l 

Further particulars and application form from the Senior Assistant Registrar, 
Personnel, Ref TL/E/E, University of Bradford, West Yorkshire BD7 1DP. Tel 0274 
733466, ext 224. An equal opportunity employer. Closing date: 25 May 1990. 











| GLOUCESTER 
£20,000 to £40,000 


Appointments are to be made at various levels, with salaries 4 





-* driving hard for increased market share and revenue. Decisions 

» already taken will inevitably effect developments well into the 

~. next century. Equally inevitably senior di who are with us in. 

. these early days can expect an increasingly influential role with a 
technologically advanced public sector company. | 


Commercial success will depend on the skill with which we 
read and evaluate market forces, analyse and predict 


competitive pricing policies, evolve and implement short and long - 





. term business strategies, and develop effective marketing 
. Strategies. To do all this, we need more people with either wide 
. experience of modern analytical tools in a financial or- 

commercial environment or with marketing and sales experience 
who have commercial and financial acumen, preferably with a 

reputation for skilful contracting in a commodity or options 
environment, = " 


We 


and de 














commercial nuclear power _ 
j and Wales. Our mission is to 








"ranging from £20,000-£40,000 p.a. In addition we offer a full 


range of benefits including substantial relocation assistance 
where appropriate. | : 


Application forms obtainable from the Personnel Department, 
Nuclear Electric PLC, Barnett Way, Barnwood, Gloucester 
GL4 7RS (telephone Gloucester (0452) 652335 (24 hours), 


` should be returned as soon as possible to ensure their receipt 


well before May 25 1990. Please mark the envelopes "Nuclear 
Electric Staff in Confidence" and quote vacancy reference 


number GD/N/57/90. 


As an Equal Opportunity employer, we welcome applications 
from men and women, including ethnic minorities and 
the disabled. 







a Nuclear 
| Electric 





3 APPOI NTMENTS as, 


PETROLEUM 


of the rin and participating in in all as e cts E the company’ $ meii r^ aw pan el process. 
We are looking for young (under 30 years of age) suitably qualified Malaysian accountants/finance 
professional with the. potential 1o progress to senior positions of responsibility. Interested candidates 
Should possess a recognised honours degree or professional qualification in one of the following disciplines: — 
 *h«ountonry (eg ACA, ICMA, ACA), .  Financial/Bosiness. Administration ^ ‘Economics 
-+ Banking « Commerce - 


The Rewards | 
A carder with Shell offers challenge ‘ond variety, induding opportunities for intemational assignments 

in other companies of the Royal. Dutch/Shel Group. Employees" potential vill be developed and they | 

will have every. "opportunity to use their talents to the full est and gain early r (o | 

performance. — |I DOTEM RE 

We offer an attractive remuneration padoge RN with quafi; nis ex : rience), - 

including substantial monthly housing allowance, free medical facilities and access to many 

. recreational facilities. You will be based initially in the modern seaside town of " i which | 

shopping and educational facilities for you and your family. 5 


| Taking | up the Challenge - | | 
E M you possess the bh qualities ui are looking fora challenging and rewarding | 
ith Sh hal please st hac | st AME, a of full résumé and photocopies. 
ficates) , 13/8 HREL/411, Shell - 
id, London. Sel 7NA. | 


n eet eni be invited for in interview initially i in ‘London. | 





a 


INTERNATIONAL CONSULTANCY COMPANY 


Intermediate Technology is an innovative development 
agency specialising in sustainable technologies appropriate 
to poor producers in the Third World. It is an acknowl- 
edged leader in its knowledge of technology choice for 
small enterprises and related economic, policy and institu- 
- tional issues. 


. Its subsidiary, IT Consultants, contributes to the spread of 
this expertise by undertaking paid consultancies for a wide 


|. range of agencies. 


| We are now seeking a Manager to lead it into an expands 

. role in terms of size and volume of assignments. | 

., This is an exciting opportunity for an experienced interna- 
ional consultant with business. management expertise, 

who now wants the opportunity to develop a consultancy 

business and to share in the ideals of an organisation 

- committed to helping the poor to help. themselves. : 

E Applications with cv by 18 May 1990 to: n 

2 Barbara Heresy. (Ref EC) 


tru RUE TG P Manager 
! I 5 TECHNOLOGY Me died | 


Rugby cv 3HT 








UNIVERSITY OF NEWCASTLE 
. New South Wales, Australia. 


{ENT OF ECONOMICS. 


SENIOR LECTURE 
(Position No A94/89).. 


LECTURERS 
{Position No A95/89) 
(Re-Advertisement) 


^ Up to three we are available (one of which will be filled at the Senior 
Lecturer level) in the vil: ter: of Economics. Previous applicants for these 

positions need not re-apply 

selection process. 


The Department has some 30 academic staff covering all the broad fields of 
economics but with special strengths in. labour economics and industrial relations, 
, history and economic thought, industrial economics, regional economics and. 
| macroeconomics. 








Research interests are organised around a number of groups, iaaudiig the 


— Institute of Industrial Economics, the Labour Issues Group (including labour 


economics and industrial relations), the Resource and Development Research : | 


Group and regional economics through association with the Hunter Valley 
Research Foundation. There are also strong interests in macroeconomic policy, 
history of economic thought and methodology, econometrics and economic 
history. 
| The Department is well equipped with computer facilities. In addition to the 
. VAX mainframe, all staff members have been provided with personal computers 
and substantial elements of the teaching program are conducted with the aid of 
PCs. 

University economists enjoy a right of limited private practice. These activities 
are often organised on a team basis through the groups mentioned above. © 
Newcastle is surrounded by extremely pleasant living and recreational areas, and 


modern rail and freeway links place the University a comfortable two- hour . 


journey away from Sydney. 

Applications are invited from candidates specialising in any area of economics, 
Commencing salary will be dependent upon que ualifications and experience within 
the ped anges; Senior Lecturer A$42,703-A $49,529 per annum; Lecturer 
ASR $4. 241 per annum. 


ra details may be obtained from Professor Barry Hughes, telephone (049) 68 


: s 5768). 





NAGER 


The Queen’s — 
of Belfast 


; LECTURESHIPS IN ECONOMICS - 
‘Applications à are invited for two lecture- 





ships in economics, tenable from 1 


September 1990 or such other dates as 


may be arranged. Duties will include 
teaching in the areas of quantitative 


economics and/or- mainstream. eco- - 


nomic principles. Applicants must have 
an active interest in an area of applied 
economic research. The ability and the 


enthusiasm to obtain research funding 


would bë highly desirable. Informal en- 
quies may be made from Dr C. W. 
Jefferson (0232 245133, ext 3286) or 


Professor J, E. Spencer sp 245133, 


ext 3312). 


‘Salary. scales: dpa Grade.- zd 
£9,816-£15,372 (minimum at age 27: 
over: £12,381), or, should a suitab 
qualified applicant be presented, Le 
turer Grade B: E16, 014-£20, 469. p 
annum, with eligibility for USS. Gene 
ous relocation package as appropriat 


Further particulars (please quote r 
90/E) are available from the Personn 





; Officer, The Queen's University of Be 


fast BT7 1NN (telephone 0232 24513 
ext 3044 or Fax 0232 247895). Closir 
date: 31 May 1990. 


. The University is an Equal Opportiği 


employer. The University may deck 
to interview only those applicants wt 
appear, from the information availabl 
to be the most suitable, in terms 
experience, qualifications and other r 
quirements of the post. 











and Supply dnd 
University of Bath 


School of Management. 
IPS Professor of Purchasing 
and Supply Management — 





-$ This new. post is a venture jointly sponsored by 
the Institute and a number of public and private 


PMICOREUA TROUPE WUE Cedpdered fouher! i background as either an academic, a practitioner 


dor both. This background may be within the 


: years, which may be subsequently extended. A 


















sector organisations. It is aimed at. developing 
high level research. and teaching in an area of 
rapid change and ever- increasing importance: 


We seek. an outstanding. individual with a 


general fields of putchasing and supply 
| management, iieuding materi als management, 

Additionally; we “would also Condor 
applications from those currently engaged. as 
academics or practitioners in operations 
management or industrial marketing who were 
‘able to make a strong contribution to the area. 


I The appointment is for an initial period of four 








professorial salary would be paid ‘and 
opportunities exist within the School,.-fc 
p dp consu un. (sadi to > approva 












[n Pod T 0225 826726. 


Pedic 




















LOWSHIP IN ECONOMICS 


Fellowship i in Economics, tenable for three years from 1 
There i$ à possibility of renewal for à further two years. 
teaching for undergraduates. Applications will be 


expertise in. Applied. Bonomas and Statistics 










dat at son pte to arrive 















< have working aede of business and financial 1 terms. Salary 
| will be highly competitive. Initiative a must. 














. Contact Paul Chambers, kecnitingdt Consultant on: 

071-379 5252 (office hours) or write to him quoting ref: PCECO 
at: Greenfield Human Resources Norman House . 

105-109 Strand. London WC2R OBZ 


UNIVERSITY OF 
MANCHESTER 
INSITITUTE FOR 
DEVELOPMENT POLICY 
AND MANAGEMENT 


LECTURER IN 
-INFORMATION | 
- TECHNOLOGY | 
- MANAGEMENT. 


“The Institute is a multi-disciplinary seif- 
financing organisation engaged in re- 
search, teaching, training and consul- . y: 














ney  acitivities relating to the | British Rail. 
jveloping countries, in Britain and - In this key role, reporting to.the Ré 
erseas. The institute wishes to economic/financi feasibility of i 


rengthen its capability in the areas of 
formation Systems, and in particular 
“in the application of micro:computer 
based information systems to the 
public sector in developing countries. 
"4DPM has.a substantial investment in 
micro. computing and is continuing to 
improve its facilities. The ignit 





advantage. 


use of discount cash flow techniques, 
communication and persumive s 


if required. ` 


ostii of micro-computer 
sed information systems in develóp- Pues d 
ng countries would be an advantage. L 
"s post is available from August 1 Z 
)90. initial salary in the range 
£10,458-£15,372 or £16,014-£20,469 | |. 
pa. Enquiries may be directed to Lloyd]. Rp 
Edmonds (061-275 2827) or Professor | fo- 
Paul Mosley (061-275 2804) Further 
particulars and application forms (re- - 
turnable by 18 May) from the Regis- 
ar, the ei o S Manchester M13 



















The Institute has vacancies for either Senior Research Offi icers o7 


. World model. 


. The successful candidate will join Mr S. J. Prais's team studyin 
< productivity, vocational preparation and the use of mod n 
technology in France, the Netherlands; Germany and Bi 

` Candidates should have a qualification i in economics and a worki g 
knowledge of French or German. : 


Assistant Investment Analyst 


| — your assessments of 1 major - 
E me i ernisation plans will shape th 


i £18, 000 pa (or part-time pro-rata) 


As the UK's rail services meet the challenges created by i increasing z road and ait congestion, 
environmental concerns and international perspectives including the Single European Market 
and the Channel Tunnel, there has never been a more exciting time to dud Tue career: with: 


The wide variety of projects for your objective appraisal will include track, signalli 
electrification, bridge, station and associated 
Carlisle, from Nottingham to Holyhead. The commissioning of computer simulation, market 
research and other necessary exploratory techniques will be used to ensure that investment 

relates to business objectives and overall strategy and that related resoutces are used to the best 


A graduate in Economics, Mathematics or similar discipline, you should have ex 
pec sess strong business acumen and have first class 
skills, raini 


Although primarily a full-time posi we would also consider approaches for part-time working, 
—. possibly from women returning to work after a career break. 


544 The benefits of a career with British Rail include free and concessionary travel for you and your 
_ family both within the UK and overseas together with index linked pension and good 
opportunities for career progression. 


For an informal discussion about this opportunity, please telephone Malcolm Pheasey, Regional SUR 
Investment. Analyst on 021-644 4486. 


‘Fo apply, please write with full cv to Mrs. E. Iles, British Rail, Room 760, die: House 
so 10 dad Street, Tum B1 is 


British Rail is an equal opportunities employer, we particularly welcome applications from women. 












“NATIONAL INSTITUTE. 
ECONOMIC AND SOCIAL R 





Research Officers on the follo wing programmes: 


Macroeconomic Mc lelbuilding and Foréchsine 
Candidates should be qu lified economists preferably with post- | 
graduate experience. They should be interested in applied macro» 
economics or have expertise in econometrics and programming. 
There is an opportunity: to work on. i 

















ther the domestic Or the 

















Industrial E ee 


















Salary scales of these posts are now £21 ,098-£25, 160 or £10, 246- | 
£19,000 plus £1,750 London Allowance and appeasement d are for 
two years in the first instance. | 


There is also a vacancy for a Research Officer for one year to assist 
Mr J. C. R. Dow on a study of UK growth experience since 1920. 

Duties will include the preparation of national income data 
analysis over different periods and so require statistical skills. 


Applications with full curriculum vitae and the names and address- 
es of two academic referees by 1 June to the Secretary, National 
Institute of Economic and Social Research, 2 t Dean Trench Street, 
Smith Square, London SWIP TEE. fa ns 






































‘Birmingham 


ional [mestinent E you would assess the 
rastructure modernisation and renewal projects up to £30m. 





proposals over BR's largest region; from London to 


erience in the 


ng in the use of computer spreadsheets will be given, ^ 





































ear ost (tóm Sépteimber: 1990) i is ; available i in 1 the Managerial 
at the University of Bradford Management Centre. The successful 
e able to teach industrial economics and to contribute to courses 
f f applied economics. Teaching in econometrics, especially 
‘ing, would be particularly welcomed. A contribution to the 
tesearch work of the: group is ari essential feature of the post. Salary on Lecturer A 
range £10,458-£15,372 pa, Superannuable. 

rein d forms and further di) rm the Senior Assistant ma 











c ey tel 0274 542299. Closing d date: 25 5 May 1990. 






“THE LONDON SCHOOL OF - 
| ECONOMICS AND POLITICAL SCIENCE 


HEAD OF 
RESEARCH 
SERVICES . 


The London School of Economics is seeking to appoint a soit: d 
motivated and talented administrator who. will initially take | 
charge of the team responsible for the administrative support 


activities. Ideally the person appointed will be numerate, 
computer literate and have experience of university adminis- 
tration. Some knowledge of law would also be an advantage. 


This is an exciting opportunity fora graduate with diplomacy 
and strong analytical skills who has the ability to communicate 
and work effectively with both academic and non-academic 
staff. 


Salary will be in the range £1 9, 095-£26, 052 including London - 
Allowance. In assessing starting salary consideration will be 
given to qualifications, age and experience. 


Application forms and further particulars are available « on 
receipt of a stamped addressed envelope from the Staffing 
Office, London School of Economics, Houghton Street, 
London WC2A 2AE. 


Closing date for applications: 18 May 1990. 
AN EQUAL OPPORTUNITIES EMPLOYER. 


APPOINTMENTS 





Fd AMERICAN GRADUATE E seeking chal- 
...l. tenging career opportunity with multi- 
{o national. BA Int'l Pol, Georgetown 
^. Univ, Wash. DC; MSc, London School 
- of Econ. Well-travelled. Native speaker 
|. English, German, Romanian. Fluency 
|. French. Experience: Journalism, politi- 
"^. cai PR. in depth knowledge of Eastern 
Europe. M. Carp, 63 Portland Rd, 
London Wit, Tel: 071-792 9524. 





to the School's expanding funded consultancy and research. | - 





poor n I II UT ME 


atts . UNIVERSITY DEGREE 
ee 


penis a BACHELOR'S MASTER'S or DOCTORATE poe 2 
your life and work experience. Collage equivalent credits are . 

pps yout job. military, company training, industrial. v 
seminars on business experiences. We acospí. colega credits no 





without formal classes or seminars at your own pace and time. 


Send detailed résumé on work lite and academic experience for a no 
opsi evaluation. 


PACIFIC WESTERN UNIVERSITY 


600 N LS Angeles. California 90049-—Dept 137--USA 
Leber: wea geh wex: 182215 Fax: 213/471-6456 








LONDON CENTRE OF 


_ INTERNATIONAL RELATIONS 4 


| ! A new venture by the University of Kent at Canterbury. Student 


. can now take an MA in International Relations i in either London or 


— Canterbury. The London Centre offers: 


* Full-time and part-time (evening) -— 

* eicere in September 1990 (September or indy for part-time 
students) 

* Obpportunities also available for research: ied to is CM or PhD 
. degrees 

* Courses on a Semester basis 


Contact: Hannah Eno, Program Coordinator, London Centre of 
International Relations, 43 Harrington Gardens, London SW7 


| .47U, UK. Telephone: 071-487 7401. 


UNIVERSITY OF KENT. 


E AT CANTERBURY BEEN 





aaa CSI aimes 
and FRÉNCH, DUTCH or SPANISH 66 
in the ARDENNES 


The advantages of the «CERAN 66» concept, 
with residential courses: | | 4 


1. intensive study (Minimum 38 lessons per week). 


. 9. Plus the constant practice of what you have learnt, every day 


from 8 a.m. to 10 p.m., with teachers constantly present at meal- 
times, breaks and in the evenings. 


3. A total of 66 hours per week of full i immersion in the language. 
Ceran is a top class school for leaders in business management 
and government. Our client since 1975 include Alcatel, AT & T, 
Canon, Deutsche Bank, Dow Corning, European Parliament, Ger- 
man Foreign Office, Honeywell, Lufthansa, McKinsey, Mercedes- 
Benz, NATO, Philips, SHAPE, Siemens, Toyota, Winterthur, etc. 


We also run holiday courses in French for young people (13-16). - 







 CERAN 66 PNE 
Language courses for motiv ted People. 


' CERAN LANGUES PROVENCE 7 aem 
F-30130 PONT-SAINT-ESPRIT | 
FRANCE - Tal. (+ 33) 66 80 33 66 | 
Fax (+33) 66-90 33 69 ^ CERA 


in USA. : Languagency - Tel. (09 287 en Fax scan 9% 






















The most renowned school for Frei nc 





A wonttAkEs LE 


For adults. 8.30am-5pm a: 
LODGING IN M EA 





he melting p pot that result tts will give you à new vision of Europe asa 
a singi e entity. : : g 
E ust the perspective, in tact, that empioyers are crying oul for. 








| gd dA ADMISSIONS OFFICE, | 
a EAP - ÉCOLE EUROPÉENNE DES AFFAIRES 
108 BOULEVARD MALESHERBES, 
75017 PARIS 
TEL: 4754.65.00 (EXT 6796) 
TELEX: EAPFRAN 640611 - TELEFAX: 42674619 


e When ind M de heats iudi 
© How to turn around a troubled uii and 
- -when to dispose of one. 

2 ~ How to hedge your- foreign risk exposure 
E and interest rate risk. 








f ‘finance ‘to improve . Yale; | 
e . How to integrate operations need 
. with financial management. 
. How, OL. to do. leveraged buyouts. 

| Acquisition. when your. 







THE NETWORKING 
STRATEGIST 
COMES OF AGE 













nsforming top business lead 
"enduring lessons of effectiv ont w 
capabilities unleashed by then new V aformation 
and networking techna ogies, E dn has 
"une dsl 














: THESEUS was established: " a number of Eun firms and | 
A 'élécom Paris with the hel of INSEAD, Ecoledes Mines deParisand | 
en to all ‘back rounds (Management, | 
-Éinance. Engineering.. .) the MBA program offers an exciting pathway 
fo: the future for successful poc who thrive‘ on cl Mengen 





ADMISSION: A COMPLETED XPPLICATION, NEES Qoid TOEFL TESTS i 





E Period ofi MBA | program: r Otobe 90-July 91 THE SEUS ilt organize è presentations 
tar of Instruction: pomery Dohn in. selected European cities. 





j nt profile: potential dec For information and application foin 
z MNT aged 28-35, with advanced THESEUS = 


university degrees, al nationalities. BP 188 SOPHIA ANTIPOLIS 
Lx : 06561 VALBONNE CEDEX FRANCE 


Telephone: 33 92 94 51 00 / Fax: 33 93 65.38 37 


AHAM SCHOOL OF | MANA 
SAINT -XAVIER COLLEGE 
| Chic, AGO- 





Nu Offers its Master of Business 
m inistration in Paris 





E Evening classes e. Week- end classes 


W For professionals 
with an undergraduate degree 


Il Next sessicn: June and MS DAE 199 


E Financial aid is available - 


FOR FURTHER | INFORMATION- CALL, ED 


(t) 42. 66.€ “Of E 282. 


71, rue Bu Fg ScHonoré-7 5008 PARIS | 


MAXIM'S INTE 





"ud NIVE RSF Ed 


Lr 





HUNGARIAN LANGUAGE 
^ SERVICES 


| € a wide range of language courses 

| € individual and small group tuitiar 

| @ courses tailored to individual needs 

9 incompany tuition 

| @ professional translations and interpreting 


Full details: 16 Kin ood Road, 
London W4 SET. Tel: 1-994 0517. 


—— 
grupYworxg | 


. Tel: 071-402 9877 


Prepare effectively for the 


June GMAT 


i in a course taught by American full-time | 


test prep professionals. 
5-day weekend course held 


May 12, 13, 19, Jane 2&9 


LEARN 
FRENCH 


| The intensive way and in real. 


immersion. This means living in 
one of the most osten re- 
gions of France and really becom- 


ing fluent. Also. vacation and | 
| learning plan. Cultural pro: 
| gramme in Paris. Winter pro- 
| gramme on ds French Riviera. | 
State age, goal level and time | 
| available, US transfer credits. 


| The French and American Study | 


Center, BP 176, Lisieux 14104, 


| Cedex, France. Tel: 31 31 22 01. 
i Fax: 31 31 22 21. 


EXTERNAL UNIVERSITY DEGREE 


BACHELORS * MASTERS + DOCTORATE + “PLUS LAW | 
Full credit for work & life experience. No residency required 
SEND RESUME FOR NO COST EVALUATION | 
LA SALLE UNIVERSITY DEPARTMENT 6 
Mandeville. LA 70470-4000 USA 
Phone 504-624- 8932 Fax 504-624-8931 
a a woww AP" A ar — AP —4A— a 








University of Edinburgh 
Department of Economics 
RESEARCH STUDENTSHIPS 


Applications for two Research Studen! 
ships are invited from students corr 
pleting or who have completed an MS 
in Economics who wish to proceed t 


PhD research. Candidates intereste 
in research in any areas of econornic 


may apply but preference may be give 
to those wanting to carry out researc 
in one of the following areas: (a) env 
ronmental and natural resource ecc 


 nomics; (b) the economics of sma 


firms; (c) applied micro-economics es 
pecially in labour or public economics 
(d) applied macro and monetary ecc 
nomics; (e) economic change in Eas! 
ern Europe. The value of the student 
ships will be £4,000 per annum (ta 
free} plus a contribution of £1,800 pe 
annum towards university fees. In add 
tion, research students may receivgs 

to £2,000 per annum for cass 
tutorial teaching. The term of eat 


Studentship will be two years. 


informal enquiries may be made t 
Professor G. A. Hughes, Department c 
Economics, William Robertson Bulk 
ing, 50 George Square, Edinburgh EH 
9JY (tel: 031-667 1011) to whom apol 
cations, including a current CV and th 
names and addresses of three refe 
ees, should be sent. The closing date | 
25 May 1990. 




















LEARN A LANGUAGE ABROAD 


LIVE AND STUDY IN YOUR TEACHER'S HOME 


HOME LANGUAGE L ESSONS offers the most - 





Live & study in 


original and certainly the most effective way to learn the France 
language of your choice. Total isolation from your own ` Germany 
language is the surest way to progress in learning a 5 ain 

| foreign language. We oe this since you: LIVE tay 
and. STUDY in your teacher's home NOT in a school. USSK 
** Al ages "All levels: “Any period throughout. the vear Portugal 
E Argentina 
Home Language Lessons, Reservations Office, Dept E. Taiwan 
2 Cecil Square, Margate, Kent CT? 1BD, England. UK 
|. Tel (0843) 227700 Fax: (0843) 223377 Telex: 94016388 USA 
Our Worldwide offices: New York-Tel: 212 6621090 Canada 
Paris-Tel: 46341114 Frankfart-Tel: 299738 Madrid- Tel: 2596406 Malta 


Rio- Tel: 245: 588 Buenos Aires- Tel: 3112816 Osaka-Tel: 3445721 






|. Denmark-Tef: 42420283 —————— 





Apartment 
in San Francisco; 23 bedrooms; 
akg view over city from.cen- 


| tral location. Available for exchange 
| mid-July.to mid-August. 


Contact Mr Moss 
Tel: 081-340 1883 













Well e established beachtront apartment dive 
A reinen ed sioe pili 





ticularly. lor "Hong "Kong. eee acces investors with 


Jong-erm interest in Caribbean. Owner manager 
will provide ongoing 'hanagement services. 

if not interested in. purchasing, iy us for a quiet, 
relaxing vacation. Please cal 081-367 5175 for 
holiday reservations, 

Barrymore Beach Club, PO Box 244, Antigua. 
Telex: 2069, Fax: 809462 4140. 
























FAIRFAX UNIVERSITY home study 






Technical 










searee programs. Entry at any time. | Taking the GMAT or GRE MARKET TEAM LTD ^ 

dvanced credit given for prior boa i exams? Offers the following publications: bo | + 

TO eee Ma ue, wt Fai to fac Un : We CAN hel 1. European Airtine Deregulation” — ^ £78. A n Ca ly S i S 
p 2. German Monetary Union £80] 





x in the 
j UK ¢ Options Market 


by Richard Hexton = 


3. High Risk Financial Instruments ^ £78 | p- 


|| Please send cheque payable to: Market |. 
j| Team UK Ltd, 22 Park Crescent, Bax 80, | 
London WIN 3PE, UK. Te: did 5232., 


Write to: 


Graduate Tutorials, GTAC Associates 
., FREEPOST, London W5 4BR 
Tek 081-993 3983 
















E c price ‘snalysis—techitical eiua i 
$. Thebook takes the reader through éach market 
js odes detail and with some 200. Perte | 


SMALL ENTERPRISE ; ] 












MEAS. CENTRE 


For choosing an MBA course we Sup poly 
ime pa guide books. To help 
GMAT we sell the Official Guide, practice 
oo. papers and one day courses. 
nchester May 12, London December 8. 


For immediate attention contact 
PasTest UK. Tel: 0565-55226 
| Fax: 0565-50264 












i For everyone in Small business grammes in 

| devéloping countries, m banks, gevermm tal, be 
. lateral and multilateral agencies, . cred 
ammes, research, education and training. 
issue of new quarterly journal out now, C 


IT Publications. Dept E, 103-105 

Southampton Row, L  WCIB 

4HH, UK. Tek + “an 436 9761. 
Fax: 44 71 436 2013. h, 






| TOORDER d mo Place yo iter Henn] the 
1 publishers at the address Below (there is no dayi is: 
despatch), 


| 33/10 Barley Mow Paisage 
H E R 9N! Landon Wi. 4 495 88 























MEG TO BRITAIN LONDON 
Do you need sound advice on UK Immigration SOUTH KENSINGTON 


matters? If so, come to the Professionals. E 
| We are one of London's most: successful i immi. $ Ful ly: furnished luxury one and two bed | 
| apártments, . 


gration firms, staffed by former serior UK. 
























- Switzerland 


The Swiss School of Hotel Management» 

















Immigration Service officials, We handle busi. |]. f ` Eos 
TRAVEL AGENCY MANAGEMENT meme eee | | um o m nr tu | 








work permits and all individual requirements. 

Contact: wp. | 
Cooper Associates, Suite 316, reniiar House, E 
10 Greycoat Place; London SWAP. Tel: e 1 d) me . 
[5556 Fax: (071) 222 5358. : BUE te | 










i security, 
|-Min one week. £336 to £805 pw. Full 
| info. Tel: 071.225 HIBS, Fax: ir 225 
H 0280. Telex; 89. 3095. 





DIPLOMAS TUITION IN ENGUSH. 


@ Hotel Mgt. Course: 3 years 
Swiss & USA, Diplomas 
° Travel Agency Mgt: 1 year Swiss & IATA 
- International Diploma 
intakes: January & September uae 
Agency: Sept. only} 
Details: HIM, 15 Avenue des Alpes, 
CH 1820 C Montreux, Switzerland 

















TOTAL NATURAL IMMERSION 


| with French participants for 7 
intensive days in the DORDOGNE 
Chateau LA VALOUZE 





| Business in Germany - 
Our concept offers the ideal solution for compar 
LẸ mes planning to estabtish branches, sales strong- 
| holds, agencies. We hold available an unen | 

| Biternative for vow 


— Attractive office- rooms 
- Business address . 
























| Well sited for theatres, business and latte night 
shopping. Individually furnished studio and 
one bedroom apartments for rental frem £220 . 








UK L, Lefevre CIEL BP. 180. | 


















; to £550 | Modern communicarion facititie 
Phone: 21-963 7404 . o £550 per week. Minimum OS món. - — Multilingual secretaries fepe 
Fax: 21-963 80 16 Letting Office, Nell: Gwynn: Hause, — Product Marketing 


Sloane Avenue, London SW3 3AX — |. 
Tet: 071-584 8377 l 
, Telex: 916358 NGHLDNG — 
"Fax: wnaos TS m 


| You intend to have your own 


ACCREDITED BY sen ay! Fas: 160 21 51/391 481. Telephone ion sum 





Thx: 453 261 HIM 











EQUm one iN i 
FLORIDA KEYS 
ISLAND RESORT _ 


| Exiellrüs- profit potential, posi 
| flaw, well secured. ` 
USS100K. Presentation 
Zurich May 6:12, London? 


SWISS CONSULTANT GR i 
(USA) INC - d S 
- Fas +1 #13 254 0013 (Use . 
















| Obtain us ce ha pros i à 
secured and well-rewarding real-estate or 









in giving up your career. 
for a course to 













1ON—CANADA 


| One of Canada's. largest ivern houses offers. bank of first mortg , age. guaranteed 
| investments in the Investor-Immigrant Program. - 


We are leaders in the field of investor-Im migration i in Canada, Confidentiality is assured 


| Lévesque Beaubien Geoffrion Inc. 
C0 Mr Louis-Leblanc or Mr Stan Siscoe, 1155 Metcalfe, Montreal, Canada H3B 4S9 













" = The Evening MBA is dio to achieve a careful balance between — 
— "€ knowledge and experience, which makes it the ideal course for a career 


in business. Taking up onlv two evenings a week, it avoids the career 



















interruptions associated with full time study. Telephone 514/878 368 7 | Far 514/879101 
The programme is ge ed to the City’s key areas of concern — — 
international managen nd 


.. widest pool of busir 
analytical and strategic thinkir 
Applicants should Have a goo etai: class degree or squivaient 
Courses commence in. P iberand February. 
For further information, please contact. — . 
. Debra Durston. Assistant Admissions Officer 
at the City U niversity Business School on: 26 






fares Our students have access to the pon y | AN NDOR R A E ~ 
> BU Y DIR ECT FROM BUILDERS 
Andorra- the true tax haven in the PIOS ees 


'ITY E. [ull sales, management, and rental servic 


— a vis ^ University | “CISA ANDORRAN PROPERTIES - : 
07 1-920 ol i Je t. 2238 BUSINESS. SCHOOL 12, Kings College Road, Ruislip, Middx HA4 8BH. Tel = 6216 


'ONON "sr MAY 5 | oi 






















: l Luxury Apartments 
| Kensington London W8 

4 days to 4 weeks 
Fully equipped 5star Sstar serviced 












Fax: 071483248415 — 

Telex: 928678 
Smali character town house, off Soane 
Square. All modern facilities. Full English 
breakfast inclusive of very modest rates. 

A LINBAR EXCLUSI VE HOTEL 














E ERAN BIGGEST 
MONTHLY FOR 
COMMERCIAL PROPERTY 


Please ring or write for a 
complimentary copy and 

































subscription details 
THE EP ARKES PROPERTY MONTHLY | 
Ta" HOTEL ROOMS (from) edi 683 Qiii 
v] SLEEPS2 . £85.00 + VAT Secretion 
SUITES (from) | 
SLEEPS4 £i 44,50 + VAT. 
INCLUSIVE OF: 
| # Sumptuous English buffet 
breakfast | 
' * Colour TV radio 
* Direct dial telephone 
* d MOTOS 
* itali ay/tea/corten 
cos & DISCUS KENSINGTON 
: Complimentary Dewspapers i APARTMENT 
uxury kitchenette in each suite | À Re €YAXMDDODT 
ruere enn | Mad ER ONE 
st lounge 
* ironing centre/trouser press - Apartments to 53 Cent i 
* Room safe pee H rods cheaires j dois 
41-43 Beaufort Gardens T.V, maid service, hr 1 recep. Short/ 
i eas M . [hongléts — Perfect for business or leisure 
onaon | SERVICED APARTMENTS 
Tel: 071-581 9944 Fax: 071-225 3447 _ 26/71, Collingham Gardens - 
Telex: 268235 London SW5 OHN i 071-835 1144 





| Fax: 973-373 9693 — Telex: 9185 595 


| BRITISH VIRGIN 
| ISLANDS 







FULL NOMINEE, MANAGEMENT, 
: ADMIN 
SERVICES A AVAILABLE 





Ma 


B LA, um 





TAX RELIEF.-—Tax losses, sponsor- 
ships, business. arrangements world- 
wide available to lawfully lighten your 
tax burden. Strictly confidential. Con- 
tact Peter Griffith FA & AT inc, Via 
Ponte Tresa, 7b CH-6924 Sorengo 
(Switzerland). Fax: (091) 54 67 10; 
Telex: 84 ! 162 tton | 





Use your assets to 


IMMIGRATE TO USA 


Ask for: our free brochure. We offer. co- 
| ofdinated visa, real estate and tax advisory - 
| , Services by! licensed professionals. |] 


"SWISS CONSULTANT. 
GROUP (USA) INC. 


Fax: +1813 254 0013 (USA) or 
Fax: +41 1910 0814 (Switze and) 


f.: LONDON kea) 


Quality serviced apartments offering best value for 
money Qur apartments affer great. savings com- 
aei to gr fully serviced, mm bathroom, 
TV, telephone, central heating; elevator. 


 centraly located in Kensington area. ~ m 


: Tourist Board Approved E 





a "Suum Gardens u 
gton, | London SW] 4G, UK. 

u ~ Tek G11 44713702663 — a. 

| -FEON AA T STO STA € 


"CUT AT OFFICE C COST | 
IN FRANKFURT - 
(WEST GERMANY) - 


Take a furnished, self-contained ser- 
vice office in. Mórfelden, near Frank- | 
furt. Fully equipped office, telefax, 
phone, EDP facilities. Please contact: 


Aipha W & T GmbH  . 
Phone: 49 6105 24085 
Fax: 49 6105 2930 


DIPLOMAT 
HOTEL 


CHESHAM STREET - 
BELGRA 


: LONDON SW1X 8DT 

‘Tel: 071-235 1544 
Telex: 926679 DIPLM TG 

Fax: 071-2596153 












of Harrods. Provides unsurpassed oppo 
ty for super accommodation and Ld hadi 
breakfast at exceptional value. - — 


‘Single bedroom trom £54.95 + VAT 
Doubis/Twin from £79.95 + VAT 


nuni- 


Longest 
consultancy, with qualified profes- 
sional staff (including ex-Home 
Office), provides complete service 
to obtain work permits and visas 
or extensions for businessmen, 
persons of independent means 
and their dependents. 


Further details from: 
GARRICK & CO 

] de Walden Court 

85 New Cavendish Street 


Tek 07-323 3001 
























in exclusive Belgravia within walking Glance | 


A LINBAR EXCLUSIVE HOTEL RR i 


d | offices worldwide. Free 


established specialist I 





2ND  PASSPORT/DR. . E ce 
Special reports. Any country. INI, 26 
Kleomenu Athens 10675 Greece. dus 
7219080. 





SWISS PRIVATE BANKING. For per- 
sonal counsel, Ray. Dalglish, 150 
Regent Street, London W1. Tel: 071- 
734 5351. Fax: 071-734 4166. 





THE LEGAL WAY TO A SECOND 


. PASSPORT. Tel: 0898 362 599 (25p 


min off peak, 38p min all other times). 
infoline 16, BN1 2HN. 





BEST DEALS in first/club class fares 
worldwide via Amsterdam. Contact 
Scenic Travel Ltd. Telephone 081 808 
2943/081 801 7471. Fax: 081 808 
1554. IATA/ABTA. í 





AUTHORS INVITED to submit all types 
of manuscripts for book publication with 
reasonable terms. Stockwell, Dept 


liftacombe, Devon. Tel: (0271) 862 


UK established 1898. 





EMIGRATE/work abroad. Essential in- 
formation on Australia, Canada, New 


Zealand, USA. and EEC countries, 


Send SAE: E. Harrison, 10 Westmin- 
ster Avenue, Kirkby, Notts NG17 7HY. 





RARE BONDS FOR THE COLLEC- 
TOR. Decorative certificates for fram- 


ing. Send for our brochure. GKR Bonds 
Ltd, PO Box 1, Kelvedon, Essex CO5 


.'9EH. Tel: 0376 71711. 





‘OVERSEAS ee Hundreds ol 


top-paying positions. All occupations. 


Free details. Overseas .Employment 


Services, Dept EC, PO Box 460, Town 
Mt. Royale: Quebec, Canada H3P 


YOUR OFFICE IN LONDON. You stay 
there—we work here. Efficient busi- 
ness services. The Secretarial House, 


458 0345. Fax: 081-458 0121. T 


.. -67 Brim Hill, London N2 OHA. Tel: p" 
, 927935 DSILAWG. 





START YOUR OWN EXPORT) 
-AMPORT AGENCY. No risk, recession- 
proof business. We show you how. 


Personal service, Established 1946. 12 
information 





: Wade World Trade Ltd, Dept 
2C24A, Wade House, Queen Street, 
Swindon. Tel: 0793 613161. Fax: 0793 
619527. 


"KNIGHTSBRIDGE 
GREEN HOTEL 


A small family owned hotel in Knights- 
bridge which has been totally remodelled 

and refurnished to a high standard. . 

Suites £105, Doubles £90, Singles £75 

inci VAT & SC 

T “Acomfort fortable, spotlessiy kept little hotel 

in the heart- se Bis lea bridge Egon | 

Ronay  . -. z 

| For ; ! 




















OUTPUT, DEMAND AND JOBS America's GNP grew at an annual rate of 2.196 in the first quarter, 
nearly twice as fast as in the fourth quarter of 1989; but the rise on a year earlier (2.2%) was the 
slowest for three years. Holland's GNP grew 3.9% in the year to the fourth quarter. Japan's industrial 
production rose 0.7% in s to March—the smallest increase for three years. Canada's 









Japan's. jobless rate fell 
.*& change at annual rate 


] % 5 in March, the lowest since September 1980. 


. GNP/GDP unemployment % rate 


 $mthst 


retail sales [volume] 


1 year 3 thst 


trom rr med emilia m À ri ira 


PRICES AND WAGES Japan's 12-month rate of consumer-price inflation edged down to 3.5% in 


March. West Germany's fell to 2.396 in April, the smallest annual increase for 15 months. Swedish 
consumer prices leapt 11.2% in the year to March, the highest rate for nine years. Australia's 
annual inflation rate quickened to 8.696 in the first quarter. Canadian workers' pay fell 0.296 in real 
terms in the year to February; Dutch real wages fell by 0.796 in the year to March. 

% change at annual rate 

i kiaiii prices” 


1 year 


g 






JE E (£g S 


* 10.4 9,5 reb 
nz 3.3 40 Mar 


^ eee Japan, and Switzerland, monthly earnings: "Begun. Canada, Sweden and USA, hourly 
Pgs, UK, monthly earnings for ail employees. 


"B JOBS AND INFLATION The misery index | 
is a handy indicator of economic success. 
The black line is the sum of the inflation rate 
and the unemployment rate; the red line 
gives double the weight to unemployment 
: (implying that a one-percentage point rise in 
‘unemployment is as nasty as 2% more 
inflation). For example, America's inflation 
and jobless rates are both 5.2%, so on the 
first measure its misery index is 10.496; on 
‘the second 15.6%. Japan has the least 
-misery (7.5% on the second measure); the 
Atalians are the glummest (27.7%), because 
of their 10.8% jobless rate. Britain's misery 
‘index has continued to fall despite rising 
inflation, thanks to a big drop in unemploy- 
ment. Since 1980 the misery index has fallen 
everywhere except West Germany, where, 
‘on both measures, Angst has increased. 


United States 






: OMIST MAY 5 1990 


Footnotes applicable to si tables. Ail figures seasonally adjusted except * nois seas. adj. t Average of latest 3 months compared with nee of previous 3 mos, at annual rate. na not available. 


































already over $1, 700 a tonn 
on the London Metal Exchange, could rise to 
$2,000 a tonne during the next few months if 
the current squeeze on supplies continues. - 
Since January LME stocks have halved from a 
six-year high of 87,000 tonnes. Strikes in 
Peru have affected 400,000 tonnes of capac- 
ity, while start-up problems at Cominco's 
new Red Dog mine in Alaska, which has an 
annual capacity of 500,000 tonnes, are 
beginning to hit supplies. Cominco's Sullivan 
mine in Canada was. closed last January, . 
because its operating costs were too high. A 
round of North American wage negotiations, : 
which may result in further strikes, begins at 

the end of June. i 















a ea ac ZS OCC CC a 


—————————Ó—P——————————dÁn———ÓÁ—— à 





rrp en rr arpa LENA AAAI VAS HRS ALIIS 


————— ———— AI 









$e oz 


37175. - -24 
Crude oil North Sea Brent | 7 $ 
$ der barrel 17.48 — 69 


l 1733. 
$ Provisional tt Non food agricultural l 


West Germany 





& MONEY SUPPLY Is s the Fedi fal Reserve WORLD BOURSES Stockmarkets had a calmer week. Tokyo gained 0.6% in thin trading over its 
about to raise interest. rates? America's | "golden week" holiday. New York rose 0.596. London lost 1.996, recovering ground. after w worse- 
monetary policy seems to have eased con- | than-expected trade figures had sent The index plunging below 2100. 
siderably over the past. year: the 12-month | Stock price indices % Change on 
rate of growth. of real M3 (ie, deflated by | 
consumer prices): was 1.0% in March, 

compared with a real decline of about 396.a 
year. ago. However, monetary aggregates 
are still distorted by financial deregulation 
and innovation, so the Fed is also keeping a 
close eye on other indicators such as the 
exchange rate, commodity prices. and bond 

. yields. West Germany's monetary policy has 

| tightened: the 12-month. rate of growth of 

. real.M3 has slowed to 1.896 in the year to 

. February, from 5% at the end of 1988. In 

Contrast, Japan's broad money supply grew 

7.7% in real terms in the year to March, 












































| while Britain's leapt 8.7%. So much for its 
high interest rates. 





MONEY AND INTEREST RATES een banks i nes their prime lending: rate to 7. 13%. t the 
highest for nine years. Yields on American, Japanese and British long-term government bonds 
increased. Those on West German bonds held steady at 9.0%. 


Money supply} Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 

% rise on year ago Money market Commercial banks Bond yields Eurocurrency 
 AWarow —— Broad Overnight 3 months Prime Deposits Gov't Corporate Deposits Bonds* 

[M] lending 3months long-term — .— 3 months 


| Australia — 0.8 +19.7 fæ 15.10 3597 18.75 — 1507 13.68 14.72 1431 14.59 
Beigium = + 55 + 9.4 a 10.00 10.05 13.25 9,85 10.10 10.12 10.19 10.02 





Canada — —- 16 +10.4 wa 1325 13.60 1475 — 1325 1155 1244 1338 1304 
Frane +63 +67 sn 9.63 9.63 1050 — 981 9.68 10.16 975 — 974 
W, Germany + 3.1 + 45 me — 7.70 830 1050 755 900 ^ 8900 8.25 — 8.99 

| Holland +57 +45.1 an 844 8.63 1075 863 9.05 89.58 8.63 — 925 
Italy * 98 +98 ro 1225 1238 14.00 na 1208 — 1219 1163 1223. 

. Japan +11 116 wer — 7419 — 670 713 3.63 743 — 759 763 — 727 
Spain +16.5 +86 mar 1453 1497 16.25 — 725 1309 1408 1450 13.60 
Sweden na +96 fæ 13.25 1390 1550 1365 1411 1460 1350 14.18 
Switzerland — 63 — - 51 sm 912 9.25 1225 850 6.58 695 938 — 737 
UK * 63 4175 wa 1456 . 1531 16.00 15.28 1245 19.76 1534 1422 
USA +24 +28 mar 819 842 1000 — 857 904  — 9.63 8.63 — 977 


. Other key rates in London 3-mth Treasury Bills 14.7%, 7-day interbank 15.0%, clearing banks’ oo notes 4: 0%. 
rates (Libor): 3 mths 8.6%, 6 mths 8.8%. | | 
M1 except UK MO; M3 except Belgium, Holland, Italy and Sweden M2, Japan M2 plus CDs, Spain M3-Fother liquid assets, sis. UK W: elis df israel rates 


quoted available on request. Sources: Banco Bilbao Vizcaya, Chase Manhattan, Banque de Commerce (Belgium); Credit Lyonnais, Credit Lyonnais Barh 
SS HI ADNUn Westpac Banking Corp, CSFB, The WEFA Group. Moesia na eder *New series. 


TRADE, EXCHANGE RATES AND RESERVES Japan’ $ visible-trade surplus rose to $6.4 billion in March; its 12-month surplus widened slightly to 
$70.1 billion, while its current-account surplus increased to $52.7 billion. In the same 12 months Italy's visible-trade deficit rose to $12.5 billion. The 
dollar, yen and sterling all lost 0.3% in trade-weighted terms during the week; the D-mark gained 0.1%. 














trade balancet current- trade-weightedtt currency units per $ currency units foreign reservest1 
$bn | account ' exchange rate Si | $bn 
latest latest 12 balance $hn | ` i 
month months latest 12. mihs latest — year ago latest year ago per £ perSOR per ecu Feb — year ago 
la =~ 005 re 4002) 157 ta 88.0 883 1.34 1.26 2.20 175 1.63 133 136 
Belgiu +022 0 + 17 + 39m 1115 1059 347 39.5 56.9 45.2 422 10.9 9.0 
+ 022 we + 30 ~ 1660 © 1049 - 1034 116 .. 118 i 1.52 1.42 12.9 154 
F —  -— 015 w  - 66 — 34 « 1053 99.5 5.64 637 9.25 7.34 6.87 243** 250 
any + 669 m +729 +531 m 1191 1127 1.68 1.88 276 219 205 619 556 
(— 0,09 jn. 35 + 6820 115.1 1100 — 1.89 2.13 3.10 2.46 2.30 16.9 15.8 
Mal — — — — 101 we — 125 — 109 w. . 1020 977 i281 1379 2020 1604 . 1499 48.2 36.4 
+ 644 uw B 701 + 527 ww — 1173 145.8 . 7158 194 261 207 194 — 804. 979 . 
Spain -— 250 we  — 288 — 116 We 108.1  — 1043 . 106 117 174 — 138 120  — 411" 371 


UC. 062 m + 32  — SB m . 951 960  . . 610  . &4i doo — 795 742  101* BH 
Qu OBA sm 66 — + 600 . 1123 — 1034 145 . 108 2939 ^ 189 ^ 177 ^ 217 216 


36.2 Me 869 852 081. 058 — O O 080 074 O $346 435 
| —1059 a  . GBA 68.8 — —. 200454. 2330 322 89.4.. 3 


pan, imports fo, exports fob. Ail others cil/fob. $4 Bank of England index 1985 = 100, Reserve Bark of Australia index 1985 = 196, New serios. TT Excluding god. “January 
Registered asa eepapor Produced w The oo Newspaper Ltd., London, England, and printed in —— Times Printers Pte. Ltd. 
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There are some places 


ANZ Banking Group 
has one of the world's largest 
international banking 


networks. So there are very few 


vour business cant deal with 


288 ANZ Bank found. And with ANZ Grindlays 
e 


Bank, we're in over 
48 countries, covering Australasia, 
South Asia and Asia Pacific, 
the Americas, Africa, the Middle 


East and Europe. 


«v 


We have around 2,300 
offices worldwide. So vou'll even 
find us in markets 
other international banks ignore. 
Which means when 
you do business with ANZ 
you can be sure of 
dealing with the same bank 


at both ends of the 





transaction. Having the same 


financial people on 


T " . " "AS 
Nea dr 5 ^ a à : either side doesn't just make 
^ Ts , x ' C : for faster communication. 
" a. Ta s - À - » . , 
z x - ‘ - z ] + ‘ his,» 
r . ^ E. » | = —-—3 EE. LL 
ecc a . =» * | | ty 
vos : | é 
Fa T git. ^ 
` i : 
. E - You also get more 
Á è " 5 £ 
s T k "o 
Fi ' control and benefit from local 
i i | bank contacts as well. 


When dealing internationally, 
it pays to do business 
through ANZ Bank and ANZ 
Grindlays. After all, 
the right network can make 
a world of difference 


to your business. 


ALN a Worldwide 








AUSSIE WOOL} 
JUNK BANKS 


Economist Ends: 


A survey of the Arab world - 


Airiendin need? 
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.— "fo meet tomorrow s chal- 
 lenges, we have to be better every 
day. In engineering and design. 
@anufacturing and management. 
^ At Hughes Aircraft Company, 
were doing it through a manage- 
ment and operations philosophy 
called continuous measurable 
improvement. A philosophy 
that is guiding us in everything 
we do—every day. 
IMPROVING OUR 
OPERATIONS 
It's no wonder were increas- 
ing our success in designing and 
developing some of the most tech- 
nologically advanced satellites, 
and communications, electro- 
optical, radar and defense systems 
in the world. 
In less time, and at a lower cost. 
By significantly increasing 
our production efficiency, we de- 
mecased by nearly 50% the per- 
wmit cost of our Thermal Imaging 
Systems and Laser Rangefinders 
for M1 tanks, while also improv- 
ing their quality. 
. . Byputting engineering, man- 
- ufacturing, planning and produc- 
tion control in the same place, we 


















j 0 Hughes Aircraft Company 





ur philosophy is simple. Everyday — — 
we have to be better than we were yesterd 
continuous measurable improvement.” 


saved millions of dollars develop- 
ing our HS 601 spacecraft. Plus 
we cut down by over two-thirds 
the time it takes to produce the 
HS 6015 thermal blankets, vital 
for temperature control. 

By improving process flow for 
plannar array radar antennas used 
for fighter aircraft, we shortened 
assembly lead time 40%. 

And by improving manufac- 
turing processes in the Trident 
missiles stellar sensor program, 
we decreased manufacturing 
cycle time 50% and increased 
production over 300%. 

Because of the quality of our 
product, Hughes became the first 
major defense firm authorized by 
the Department of Defense to 
deliver two major tactical display 
systems to the U.S. Navy without 
undergoing government quality 
inspections. 

PEOPLE WORKING 
TOGETHER 

The people at Hughes share 
a commitment to excellence. 

And they are empowered to 
solve problems, at all levels. 

As a result, Hughes designers 


































Chairman of the Board & 
Hughes Aircraft Company 


and production people exchange 
ideas freely from a projects — 
inception. y PUE 

Planners and engineers work 
in the same area at the same time. - 
‘To solve problems as they arise, 
and cut manufacturing cycle 
time—sometimes in half. 

And people work in small 
groups, with full participation 
and responsibility for the final 
product. a 

THE HUGHES COMMITMENT | 

At Hughes, we believe its not — 
enough simply to rest on our a 
achievements. Through our com- 
mitment to continuous measur- 
able improvement, werecon- —— 
tinually analyzing and improving. 
our operations, measuring Our 
progress every step ofthe way — — 
Incorporating the manufacturing 
know-how ofour partner, General 
Motors, while encouraging con- 
tributions from our people. 

And I’m proud to say, every 
day we are better than we were 
yesterday. Li 


Hughes. Exploring new — — 
worlds through technology. 


p m— - 
emo t 
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NORTH-EAST GREENLAND: UNINHABITED EXCEPT FOR THE MEN AND DOGS OF THE SIRIUS PATROL. 


The Sirius sledge patrols 
and their Rolex watches are dee 


frozen most of the year. 


Greenland is vast — the largest island in the 
world. 840,000 square miles of unrelenting, 
unforgiving wilderness which lie mainly within 
the Arctic Circle. 

A fierce landscape of snow and frozen fjords, 
which is virtually inaccessible save for a few brief 
weeks when breaks in the Arctic ice pack will 
allow a ship to make a difficult and dangerous 
passage. 
The landscape has a sav- 
age beauty — that is to say, 
when you can see it! The sun 
sets in the middle of Novem- 
ber; then darkness descends 
for three to four months. 
Greenland' total population 
amounts to a mere 55,755 
people. The  north-eastern 
part of this island is completely uninhabited. 

Uninhabited, that is, except for the men and 
dogs of the Sirius patrol. 

From Daneborg, the sledge patrols set out, 
pulled by locally-bred dogs. The sledges are home- 
built. (In the wilderness, its easier to 
repair a sledge youve built yourself.) 

The patrol is composed of volun- 
teers from the Danish navy, and there is 
no shortage of applicants for this work. 

They work around the clock, seven 
days a week for 25 months. Mail and 
provisions arrive once a year. On patrol, 
temperatures can drop to 50° below zero, 





£ 


and blizzards are a frequent hazard. 

A regular discomfort is the Green- 
landic ‘piteraq’ wind, which blows for s@ 
eral days at a speed of over 180 kph. 

These men regard themselves as neither 
heroes nor supermen. They say the 16,000 
kilometres of coastline are not dangerous "pro- 
vided that you use your training and your 
experience...exercise caution at all times...and 
have a bit of luck!" 

The men themselves are responsible for choos- 
ing every single piece of their Arctic equipment. 

And a Rolex Oyster is one piece of equipment 
considered to be vital. 

In such savage conditions — the months and 
months of endless night, the unpredictable fluc- 
tuations in temperature, the wind, the snow, the 
thousands of kilometres of bone-shaking, exhaust- 
ing sledge journeys - an Oyster can be relied upon 
to keep going with dependability and precisi 

And thats everything when, as 4T» 
the Sirius patrol says, "the nearest W 
watchmaker is several months ROLEX 


" 
away. ive of Geneva 
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Maybe, thanks to tar 
inflation: The IMF's sunny 
‘outlook fi 
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Troubles suddenly rain on S: 
Korea, pu page B. 
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Ho's legacy | 
Vietnam still can't make the 
break with communism, page 16 
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A Japanese education 










































Si — Your special article o i» 
pan's schools ("Why can't little 
aro think?", April 21st) was in- 


lerex ir con ditionally | to 
allies, and entered primary 
ool i in 1951. From then until 


ool L was taught repeatedly 
nat militaristic Imperial Japan 


ogantly. started the war in the 
emie to. steal. Minden from 


ist EAS Sisi s was ut- 
erly defeated by.two atomic 
nbs on its already half-dead 


hanks | to i "bis. humiliating 
ersion of our history, I hated to 





; pasts or presents. 


and anthem at the entrance and 
schools. But Japanese children 


tional anthem since 1945 and 
iave never had the chance to see 
he national flag raised at public 
school. 





iigh school in Hiroshima, the 
ational flag was raised and. the 







bone dob oi ee 

















aded. neighbouring Asian - 
ountries for the selfish purpose — 
expanding its territory; then | 
. man economic and monetary 
. union, stop calling East German 
. money "almost useless" 
. 21st). 


be Japanese—I think ; most Japa : 
ese consciously or uncon- . ceded by an iced Russian vodka 
sciously share this inferiority - 
‘complex—until 1 came to learn | 
- that most countries have similar 
» marks —about £14 for two. 
=. You may. feel it nationalistic | 
* for the education ministry to re- - 


quire the use of the national flag 


graduation ceremonies of public | 


_ When my son studied at Jesuit 


national anthem was sung on ev- 


_ ery appropriate occasion; and on 


the death of Emperor Hirohito 
last year the school president— 
an American—expressed his re- 
gret to the students. No presi- 
dent of a public school had the 
courage to dare do that for fear 


- of accusations from the teachers. 
` Hiroshima, 
duation ` from senior high — 


Japan Hirosui NISHIDA 
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Edible Ostmarks 


Sirn-—Please, at least until Ger- 


(April 


Last month a splendid lunch 
at the Grand Hotel, a few min- 
utes’ stroll east of Checkpoint 
Charlie (consisting of cream of 
leek soup with strips of wild 
boar, roast goose with potato 
dumplings and red cabbage, pre- 


and accompanied by an excel- 
lent Bulgarian Cabernet 
Sauvignon) cost 118 Ost 


Oxford | ROBERT apice 


Back to square one 


Si—In your article “A dum 


have not been taught the na- glut” (March 3lIst) you find a 


negative correlation between the 
number of academic economists 


and the state of the British 


economy., 
Your readers will doubdess re- 


call your valid comments some 


months ago on the Israeli econ- 
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$999494544492329 A QE Od p b dde dod dodo dp bqéqqoqeeegdédqieeeteededg 


We all rem Pim: youth, 


having learnt about the inverse. 
square law, but who would have - 


thought that the squares in ques- 
tion were economists? 

Ramat Hasharon, 

Israel WALTER TEUTSCH 


Sirn—Economists. are often bad 


with numbers. it is actuaries who 
are defined as "people who are 


good with numbers but lack the | 


personality to be accountants”. 
Economists specialise in being 


- good with words in order toex- 


plain what the numbers seem 
unable to explain. 

Kampala, 
Uganda 


| a 
Hidden Greece 


Sin—Despite referring to 


. Greece's black economy (April 


14th), you fail to recognise its 
importance. The most recent 
(and still unpublished) study es- 
timates it at 31.6% of official Gop 
in 1988 (20% in 1980). The 


ambiguity surrounding the re- 


search notwithstanding, every- ` 


thing looks rosier: the annual av- 
erage 1980s real GDP growth is 
2.4% (officially it is 1.5%), the 
budget deficit falls from 17.6% 
of 1988’s cpp to 13.4% and 
Greece’s average 1988 tax bur- 
den (“among the stiffest in Eu- 
tope") from 41% to 31%. 

This i is not to claim that there 
is "no problem", a beloved ex- 
pression in Greece; but it rather 
suggests the inapplicability of 
conventional economic wisdom 
and explains the apparent insen- 
sitivity of Greeks to their eco- 
nomic fortunes. 

London G. Hours 





Cashing in on TV 


Sirn—As your article “Who is 
watching America’s TV net- 
works?" (March 31st) notes, two 
skills will determine the net- 
works’ future: programming and 


business management. Histori- 


cally, these companies have ex- 
hibited the first in great abun- 
dance and the second on but 
rare occasions. 

Viewers are not "loyal to the 
networks", as you state. No one 
says: "I will stay home tonight 
and watch a CBS sitcom." People 


watch individual shows that they T E 
like. And by some odd coin- - 
anuary) by The Economist Newspaper er Lt 


, 2 Jurong id Port Road, Singapore 2261. 


ond 













Pricey as PER idis may i ie 
they are still far cheaper than 
any other equivalent exposure. 
And yet the networks forgo most 
of that price advantage by set- 
ting their own rates either in 
terms of a mark-up from costs— 
for specials, sporting events, and 
the like—or based on how big a 
percentage increase they think 
they can get over last year's 
prices for almost everything else. 
If rates were set at a discount 


from free-market replacement 


value, rather than as now, these 


. companies would, after a short 
N.M. HENSTRIDGE 


period of taking abuse. and 
scorn, find themselves raking in 
more money than any likely sec- 
revenue stream oe 
provide. | 

The real basis for optimi 
about: America’s TV. networks 


` that they have a pattern of get- 


ting the difficult chings right and 
fouling up the easy ones. Just a 
little more progress up the shal- 
low-sloped hill of business man- 
agement and these companies 
could regain their position as 
Kings of Media Mountain. 
Wyckoff, 

New Jersey | ALAN GOTTESMAN 
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Lax sax fact. 


Sir—I couldn't agree more with 


your reviewer's assessment of the 
"tenderness, wit and finesse of 
the playing of Lester Young" 
(April 28th). He produced his 
sublime sounds, however, not 
with an alto sax but a tenor. 

Hongkong CHARLES KRAKOFE 





















Business 
International 


MANAGING THE 
ENVIRONMENT 
The Greening of European Business 
The environment will be the biggest 
competitive issue for companies in Europe 
alongside the single market in the 1990s. 
Those that want to be profitable in the year 
2000 need to review their operations in light of 
the environmental challenge and change 
This new report from Business International 
offers a unique combination of policy analysis 

| and management briefings by means of i 

company case studies - a valuable opportunity 

to see how: some of Europe's top companies 





gie WIA ‘OW, UK 
Tet 4471493 sn. 





USA 
Tel: icd 463 0606 


Stimulating 


















for e EA e ien movements en initiating. action 
@ Involvement in new product development and marketing 


Enterprising @ Input to Group strategic and tactical asset allocation. de isions 
! i E 7 € 
Stock Se ector Liaison with senior company management and stockbrokers - 


You will bean outgoing individual who can join an experienced team n and. yet relish the challenge of. 
implementing your own ideas. ; | 6 














In. order to attract the calibre of portfolio manager dede fo this J 
management team we. will be offering an attractive salary. ande bene. incu n udi 
performance related bonus. 7 2m 3 








d apply please. write in confidence to jab Hills, Human Resources, Bankers Trust Company, 


I Appold Street, Broadgate; London EC2A 2HE. Fax: 071-982 2262. 
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will be a graduate with at least is yours 
: in nme is s of property 
nomi developmi me it Wew wil rene ae 
ar m Wace which includes a cor 2 

























pantie Gorsutariey Ot 
of our consultants who are from a pe 
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send full personal and career details ( Including 
iced to Vicki Fruish ue 






3 60 ld ‘Bailey, London ECAM JPL Please quoler reference 
2 Eon both envelope and letter à 












nid are as varied as our clients ond 10 wo O77 57^ s iei 
with us, you must be capable of adopting a creat G, CES. co oc os a Solutions 
flexible approach toyourwork, > oa : ed ae "et for Business 
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“And E 3 fe usi ness 
Administration 





1- The University of British Columbia seeks applications 

iB and nomi vations for an individual with energy, vision, 

reative leadership abilities for the position of 
f the Faculty of Commerce and Business 








| members in 9 divisions that offer B.Comm., M.Sc., 

| M.B.A. and Ph.D. degrees. in addition, a number of 
Offered. A new $6 million Management Research 
research and teaching. - 


recognized scholar with proven administrative ability. 


dynamic leadership within the Faculty. He or she will 





| leadership and In some asp 


| ects of community. and 
| governmentactivitie 








c ancouver, B.C., 
m July 15, 1990. 


. British C Columbia | 





| Administration, to take office July 1, 1991 or earlier. | 
| The Faculty includes more than 80 full-time faculty | 


executive and continuing education programs are 

| Centre is soon to be constructed adjacent to the | 
bred resent building. The eec is deeply committed to | 
The successful candidate will be an internationally | 


The Dean will have demonstrated a dedication to | 
excellence in research and teaching and will provide - 


_ also be involved In the University's general academic - 


eD ean pir aede an mentia l 





Dairy Trade 
. Federation 


` Barop an Executive 
E im merecen and 
. AQ im ninistration 





















The Dairy Trade Pian is an organisation whose 
members represent buyers and distributors of milk 


and manufacturers of dairy products. | 
The Federation will be appointing an executive to. 


represent the interests of all buyers and processors in 
the United Kingdom to the European Commission 


and to other associations and organisations connect- gig 


ed with dairy interests, agriculture and food. 


The job will be located in Brussels and will entail 
contacts with EC Officials and representatives of 
other relevant EC organisations; information gather- 


| ing and reporting on a wide range of topics that could 
| affect the Federation’s members technically, com- 


mercially and politically; representing the Federation 


.on working group meetings of other trade associa- 


tions; organising meetings; and running a small 
office. 


| The person selected will be a self motivator, capable 
- of working alone but with secretarial assistance. 


Skills required include diplomacy, determination, 
dedication, the ability to obtain and maintain the 


confidence of senior officials, the ability to seek out 


important information—distinguishing between the 
trivial and the crucial—and the ability to communi- 
cate it speedily and comprehensively. 


| Ideally, fluency in French and German, a working | 
knowledge of the institutions and procedures ofthe @ 


European Community together with a knowledge of 


the UK dairy industry would be amongst the qualifi- 


cations of the successful candidate. In fact, the 
Federation would be prepared to compromise on 
one or more of these, if necessary, in order to secure 


- someone with the right attitude and attributes who is 


a gifted and rapid learner. 


The salary, within the range of £30,000/£50,000, will 
be by negotiation but it will, of course, be commen- | 
surate with the number of skills and qualities 


possessed. 


Apply in writing, with, a copy ae your current CV and 


| an explanation of why you feel you would be suitable 


to: 

The Cóminercial Digectór, 
The Dairy Trade Federation, 
19 Cornwall Ly ange 


LONDON NW1 em 
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c£ 100, 000 * Subs antial B Bon 


and will also be expected to have senior level contacts vith 
| UK and European institutions. ; 


















kets peo to appoint 

lly accountable for i its Far Excellent interpersonal skills and the ability to communica’ 

! T .. effectively at the highest levels will be essential. This is an 
r 2 d Far East Division du outstanding opportunity for a master strategist with the 
$ i vision, drive and determination to forge an exciting career in 
a challenging environment. | 















Salary parameters will be flexible to attract the Buen 
calibre candidates... uid 





ELI ailand. The eae, candidate will Pe din STA 
CET A for recruiting the expertise required to build th € department. DE 
The ideal candidate will probably c come from a. sales, research Interested applicants deu eena Jonathan Cohen on - 


< .or fund management environment, must be able to demonstrate 071-437 0464, fax details on 071-437 0597 or write to him, 
: r a a detailed sama of the Par E à st m. | CV, at the address below. 


4 "m economies enclosing a detailed C 


ecce CONSULTANTS 


ER. ween House 1 Leicester Place London WC2H 7BP 
7 c . Telephone: 071-437 0464 






























ie Office of Water Services—is the Birmingham: haed. offi fice n lai Byc tt, the 
al of Water Services. He regulates the changes levied by he 39 undertakers f 
p id sewerage services in En sland and Wales. _ eer b 
— . There is a vita nd challenging input to this work from economists. Of "WAT invites applications 
. 3 Economie Adviser, Senior Economic Assistant and Economic Assistant. posts from graduat 
|] | economists particularly with experience or skills in econometrics and financial modelling, pricing an 
. monopolies, and corporate finance. 
-~ The appointments will be initially. for a short-term contract Bh one lo three years with a possible 
.. extension up to a maximum "et five years. Part-time appointments and secondment terms can n be. 
considered. © 
- If. you are interested. We do. or telep hone Chris Bolt, OFWAT, Centre City Tower, 7 Hill Street, i 
< Birmingham B5 4UA. Telephone 021 625 1310 by the end of May for details of posts and how to 

apply tor ‘them. 
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THE BANK FOR INTERNATIONAL SETTLEMENTS 
. an international institution. located in Basle with 

approximately 380 members of staff from 20 coun- 
tries has a vacancy for an 


EDITOR 
in its Press Service (age range 28-35) 

mainly to assist in preparing documents for internal 
nformation. | 

Candidates must have English as their mother 
tongue and be very proficient in German, French 
and, if possible, Italian; have a thorough grounding 
in economics with emphasis on central-bank policy 
and practice and international monetary affairs; be 
able to translate challenging texts on economics and 
. related subjects from the above-mentioned foreign 
languages into English. They should be used to 
:. working speedily and under pressure, be flexible and 
.. adaptable and enjoy working in a team. 
























_| ployment in an international atmosphere, excellent 
| welfare benefits and the facilities of its own sports 
. centre. SEE 
|. Candidates should send their application, together 
. with a recent photograph and references to the 
. Personnel Section, Bank for International Settle- 
j|] ments, 4002 Basle, Switzerland, quoting Reference 
~ no 90054. _ l 







: : | IM i International irrigation Management Institute 


TECH IN 





. HMI is an international organisation engaged in research, training, and information 
. exchange on irrigation management in developing countries. HMI's mission is to 
 Strengthen national efforts in. developing countries to improve and sustain the 
performance of irrigation systems through development and dissemination of manage- 
ment innovations. HMI's headquarters are in Colombo, Sri Lanka; currently, the Institute 
. has eight offices in Asia and Africa. ME 
HMI is seeking a Technical Information Specialist to serve as the Project Leader of a newly 
established information Systems Project. The Specialist will initially design and conduct 
an information needs assessment that will identify national irrigation management needs 
in two countries in Asia; conduct an international workshop to disseminate knowledge 
gained: assist in the development of resources for training of and outreach te national 
irrigation agencies and other clients; and evaluate results. | | 
Qualifications include à graduate degree in communications and/or a relevant scientific 
discipline, a background in information management with some knowledge of bibliogra- 
phy and data collection; knowledge of agriculture in Asia; and familiarity with computer 
techniques. The candidate must also possessa strong managerial track record, an ability 
to work with and manage a multi-cultural, multi-disciplinary team and excellent oral and 
written communication skills in English. | E 
The post is based in Colombo, Sri Lanka. Salary and benefits are commensurate with 






















icti n: or nployer and does not discriminate according to 
ationality, ethnicity, sex or religion. 


The United Natio 





"The Bank offers very attractive conditions of em- - 




















York, is currently m ipplications for the following 


ae 





Under the guidance of the Director of Accounts, duties 









include overseeing accounting operations worldwide; devel- | 
oping accounting P abi financial systems and procedures; © 


maintaining and developing management reporting systems ` 
and enhancing systems of internal control. Requirements: ^ 

ed publicchartered accountant; extensive and ©. 
progressively responsible experience in a complex business or 
governmental accounting environment; experience in ac — 
counting systems development, including design and success- 


board certifi 


ful implementation of computerised systems a prerequisite. 
Minimum net salary is $64,307 without dependants ($69,800 


date for receipt of applications: 25 June 1990. ` 


with dependants), plus corresponding entitlements. Closing 2 


SYSTEMS ACCOUNTANT 


Duties include designing, co-ordinating and managing imple- | 
mentation of rg ee puit Land dquating systems under 


the responsibility of the accounts division. Requirements: 
advanced university degree in business administration/ac- 
satel dil aie: or board certified public 
tant with at least 10 years’ experience in applying theoretical, 
financial and accounting knowledge; demonstrated ability to 
design and implement computerised financial systems a pre- 








chartered accoun- ` 


requisite. Minimum net salary is $49,188 without dependants : 


($52,968 with dependants), plus corresponding entitlements. 
Closing date for receipt. of applications: 18 June 1990. 


Applications. with full curriculum vitae, including salary : 


story, should be sent to Ms S. Kolodny, Room 5-2535-D, 
Recruitment and Placement Officer, United Nations, New 
York, New York 10017 USA. — 


. Thinking 


ND READY to act? Like many other executives who. 
have reached the higher echelons, you may well 
find that the career evolution methods you used earlier . 
can no longer produce the result you seek today. | 
Alain Forgeot and Willet Weeks in Paris, Louis. 
Dubois in Geneva, and their consultants have helped, 
for the past. 15 years, more than 5000 top executives’ 
suchas yourself enhance their career and, when appro- 
priate, think, mount and conduct a sophisticated 
search of the hidden side of the international market. 
. Telephone for a confidential exploratory meeting. 
. Wewill review yoursituation and explain ifand how we 
can be helpful to vou in achieving your particular goals. 


Geneva: 9, route des Jeunes, 1227. Tel. 5 | 


Associate office: London 
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Member countries. 


Published 1990, 204 4 pases i 
Price: * " 70 





Outlines and recor "m n ds impr 
agencies are doing tc ) promote busin 
Published 1990, 103 pages ur 

Price: £11. 90 : the 





pare these programs. 


Published 1990, 310 pages 
Price: £18.00 


This joint OECD Development Centre/World Bank publication presents the find- 
ings of leading experts on the results of partial and general equilibrium models de- 
signed to quantify the impact of agricultural trade liberalization on developing coun- 
tries. It provides valuable insights for participants in the Uraguay Round and other 


systems of OECD Member e countries. 


$23.50 FF110 





rch for Efficiency 
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'e Systems in Transition 


ISBN 92-64-13329-1 | 
DM4S — 


ree apdor and utilization tadi in 1 OECD 1 


ISBN 92-64. 13310-0° 
—DMS5 j 


Developing C Countries S 


in néing support - 


| by Michael E. P: 
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US$32.00 FF150 


Agricultural Trade Liberalization 
Implications for Developing Countries 


Edited by Ian Goldin and Odin Knudsen 


negotiations on agricultural trade reform. 


Published 1990, 488 pages 
Price: £18.00 


US$32.95 © FFI8O 


SEND YOUR ORDER TO: 


d _ OECD Publications and information Centre, 2001 L St NW, aiit 700, Washington DC 20036-4095. 


|. Telephone 202 785 6323. 





United States: 


- United Kuido 


This Siudy offers à a unique opportunity to cóm- 


ISBN 92-64-1 3358-5 
DM58 


ISBN 92-64-13366-6 


HMSO Books, PC16, 51 Nine Elms ae London SW8 5DR. Telephone 071-873-9090. 


OECD Publications and soni Centre, 4 Simrockstrasse, 5300 Bonn. Telephone 0228 216045 


OECD Publications and Information Centre, Landic Akasaka Bldg, 2-3-4 Akasaka, Minatu-ku, 


Germany,Austria, Switzerland: 


Japan: 


Tokyo 107. Telephone 03 586 2016. 


8167. 





Al other countries: 


OECD Publications Seu 2 rue Andre-Pascal, 75775 Paris CEDEX 16, ruso Telephone 45-24- 


| Harvard Business School, isan advisor: t 


| on Industrial Competitiveness. 
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time to snap out vat T 
philia and repeat the hard- ` 
| 3 st: is the man still a force for 
"ul ao ee or is the great change-promoter É 
starting to be a change-resister? _ ! 
You then notice something ler striking: how much 
blurrier the results of the Gorbytest. have recently become. 
Not long ago he was passing the test with flying colours. He 
championed glasnost, unshackled Andrei Sakharov, gave 
- Russians à choice of sorts at elections, took his army out of 
: Afghanistan and, best of all, stood aside as Eastern Europe 
-broke free; But in letting his outer empire shed communism 
he also raised the pass-mark for the freedom test. Comparison 
with the glittering results in Eastern Europe is starting to 
-make Mr Gorbachev's performance at home look drab. 
Lithuania—where Mr Gorbachev is not standing aside 
‘but playing bully—is merely the clearest example. In the So- 
viet economy reform seems to have come to a halt. In politics 
Mr Gorbachev has grabbed a worrying range of unchecked, 
though as yet little used, powers for himself as executive presi- 
dent. Even in foreign policy he has started to be less accom- 
modating, stalling in arms-control talks and trying to prevent 
a united Germany being where i it wants to be, which is fully in 
i e western alliance. | 
And on May Day came. AEE T evidence of an awk- 
| "I fact: Mr Gorbachev's deep unpopularity in his own 
country. The i-i his d (onmi buses about the 





ter new Se riae aho one elt she seats 
op i omnmunists, n no say i in that s Communist 





: some Pes Med: Hs oppottunity y of the pn unofficial 
s parade- allowed in Red Square to boo Mr Gorbachev off Le- 
- nin's mausoleum. While most westerners hail a liberator, 
many Russians jeer a dictator whose failed economic policy 
has made life even harder than it was under Brezhnev. 
- Mr Gorbachev has become a star of the club of world 
eaders. Fellow members of that elite may be the last to spot 
when one of their number ceases to be quite so clubbable. 
ia tern Europe i is now littered with ex-leaders who once at- 





arms control, but first he has to bring some nervous gener? ls. 


There is an alternative x E 
Yet the longer he stalls, the more plausible a diet less. 
charitable explanation will seem. This is that Mr Gorbache 


of empire e and of a Piecing system: Eae Europe ca e 


- have a second reason for supporting bini for a littl 






p? tasted ie West’ $ dior sec : 
were ipid ph at MPG 














poe yet. "He scil scrapes throt 
'- Gorbytest, for three main reasons. B 
= of those reasons is beginning to loo 
| than it once did. | 
^ — First, Mr Gorbachev deserves to be 
some benefit of the doubt, if only out 
spect for his record of bold reform. Thi 
. may, after all, be a charitable explanation fo 
his recent ves He would like to make a dash for market 
economics, but politics won't yet let him; he means to let Lith- 
uania and the other Baltic republics go, but he has to insist o 
a civilised divorce; he will be reasonable on Germany and 





































into line. Everything including multi-party politics, wille ever - 
tually fall into place. Just give him time. 





hias i no clear idea where the Soviet Union | is heading. Hi 


free because it would be too costly to keep it in thra 
Gorbachev creates an executive presidency because h 
power base, the Communist party, is crumbling. His « 
riding aim, on this view, is to keep himself in powe 
moment any further deepening of democracy threate 
own position, he will sacrifice democracy and hang on 
fice (with the West, if it is not careful, conniving to help 

There may be no truth in this Machiavellian view: 
Gorbachev. But, whether there is or not, the West would 











It has unfinished power politics to sort out —consolidat 
the Soviet retreat from Eastern Europe, the talks on 
many, arms-control agreements—and Mr Gorbachev 
the famous phrase, a man the West can do business 
would be unsettling to lose him. - a 
But perhaps no longer disastrous. The doen) in Eas 
Europe by now lock irreversible, and German unificatior 
stoppable. Any post-Gorbachev leadership would almost 
tainly also find itself negotiating the terms of withdrawal: 
Germany. That is not to say that it makes no difference w 
rules in Moscow. Of course it does, for the West as well as 
the Russians themselves. The fear that the alternative 
current leadership could be Comrade (or General): ( 








lown is ; ihe hid, aud strongest, 
ack Mr Gorbachev. Yet even here the calculations are 
hanging fast. - 

| e ones have had ample motive for ousting Mr 
"Gorbachev, and plenty of time to do it. Yet so far, for lack of 
-organisation or credible policies, or both, they have failed to 
: act. Perhaps they are not quite the threat they were said to be. 
ey contrast, the outline of a democratic alternative is starting 
o emerge (see page 49). Fledgling democratic parties are 
orming. Liberals have won control of Moscow’s city council, 
poe pus pu tor a future democratic Russian 











































HERE hostages are concerned, governments. never 
^M seem to win. If, like Britain, they stand on the moral 
nigh ground and tefuse to pay to gain their hostages’ free- 
dom, they are accused of showing a callous indifference to the 
_ fate of their citizens. If, like France, they make whatever deals 
are necessary to free their own people, they are accused of 
-shameless surrender. And if, like the United States, they care- 
-fully blur the boundaries between paying ransom, striking 
-deals and making “goodwill gestures", they are accused of 
cynicism and duplicity. 

—. ltis natural for these issues to be raised anew now that the 
release of two Americans, Mr Robert Polhill and Mr Frank 
- Reed, has raised the tantalising possibility that Hezbollah, the 
: “Party of God”, is about to free the remaining western hos- 
-tages in Lebanon. But it is, alas, no more than a possibility, 
zand a pretty remote one at that. Western governments too 
-often imagine, whenever a deal is being made, that it is going 
-to be the deal that ends all deals; that once it is concluded the 
-hostage question will disappear like a bad dream. Logic, and 
most of the evidence, point the other way. 


"he best defence is not to play 


Paying ransom, whether in cash or in favours, creates a mar- 
ket in lives and ensures that hostage-taking will continue. For 
proof of this simple proposition look no further than the bur- 
'eoning kidnapping industry in Italy. The counter-argument 
call it the French defence) is that when governments pro- 
laim their refusal to pay ransom they are not believed, so 
adopting the no-ransom policy gets them nothing. 

. Actually, one thing a government gains by refusing to pay 
ansom is not having to pay ransom. France may consider the 
price of its hostages—$1 billion for Iran, the expulsion of 
anti-Khomeini dissidents from Paris, a few Mirages for Colo- 
rel Qaddafi——easily affordable (though the cost could rise 
next time round). The price expected from Britain seems to 
be renewed diplomatic relations with Syria, which tried to 
blow up an Israeli jumbo jet in London, and the turning of a 
-deaf ear to Tran’ s call for the murder of a British novelist, Mr 
Ss Ru in tig! dy prefers t to make its own for- 














reüson for continuing to chánice; 1 new y democrats can emerge with asto 


a neti ! 


| othing has happened to make it wise for the West to buy freedom forit its hostages 








Russia may be no different. 

Mr Gorbachev made a mistake aiie this year X um ec 
shied away from a direct election to the presidency. He might - 
conceivably have won it, and thus gained a mandate to push - 
through further reforms. If he remains unelected, and if he 
drags his feet on reform for much longer, he risks failing the 
Gorbytest. That is why the West should be asking itself who. 
its friends in the East really are. It should avoid treating the — 
emerging democrats, in Moscow as well as in Lithuania, as 
trouble-makers. And it should think twice before fering a^ 
ind to its sinking hero. 











eign policy, not have it dictated : at gunpoint. | 
A second counter-argument (call it the Rafsanjani gambit 
is that Iran's apparently moderate president is fighting an epic 
struggle against his hardliners and needs a western "reward" 
(ransom payment) if he is to prevail. This argument was first 
deployed by the American architects of the Iranian arms-for- 
hostages affair five years ago, and it is still wrong. They said 
that Mr Rafsanjani, who was then merely Speaker of Iran's 
parliament, led a faction of moderates who were itching, 
given a hint of western help, to change the direction of 
Ayatollah Khomeini's revolution. Today Ayatollah Kho- 
meini is dead, Speaker Rafsanjani is President Rafsanjani, yet 
Iran has still to make its promised U-turn. Proponents of the 
Rafsanjani gambit do not explain why "rewarding" Iran for 
releasing hostages should not be construed by. Mr 
Rafsanjani's rivals as a vindication of their kidnapping policy. 
The curlicue at the end of the hostage conundrum is | 
rael, which is now being asked—implicitly by President Bush, 
explicitly by Senators Robert Dole and Daniel Patrick Moyni- 
han—to release 400 or so Lebanese prisoners in exchange for 
the remaining westerners. Israel refuses, unless Israeli servi 





men missing in Lebanon are included in the deal. Until they 


are, Israel has every motive to hold on to its prisoners, and it 
is disingenuous of the senators to affect surprise. | 

It is true that Israel's Lebanese prisoners are in a moral 
grey area between political hostages and prisoners of war 
(though many—like Sheikh Abdel Karim Obeid, whom Israel 
abducted last July—are members of Hezbollah). But the West 
should resist the temptation to entangle the fate of its own 
hostages with those of the Israelis and the Lebanese. Israel 
and Hezbollah are fighting a messy border war in which each 
side grabs prisoners and counter-prisoners without. scruple: à 
la guerre, comme la guerre. The western hostages are victims 
of a fight that is not theirs. If the wild men of Hezbollah dis- 
cover that kidnapping Americans gives them a weapon in 
their war against Israel, no American will be safe in the Mid- 
dle East, and appeasement will come to look n not tjuit cowardly 
but tactically MID as well. NE 
























ay. But thes no aher Pan jet makes so 
hale so ymuch fuekz-or ¢ can ir claim to being 





ility: rady br. a i ce They Ponce it is 
y that it will never get off the computer-aided design 
aen without backing from an international consortium. 

Admittedly, what is proposed is little different to design 
studies at Boeing, McDonnell Douglas, Mitsubishi Heavy In- 
dustries or Sukhoi. All agree that a successor to Concorde 
need not go much faster than the original, about 21⁄2 times the 
speed of sound, but it should be able to carry more passen- 
gers- —say, 300—and have the range to fly longer routes like 
Los Angeles to Tokyo, which Concorde cannot. It must also 
be able to cruise economically over land at subsonic speeds. 
Otherwise, it will be forced to fly high into the upper atmo- 
sphere (an even riskier business), where there is no air to 
make the supersonic boom that shatters windows. Cleaner, 
quieter and more efficient engines are also needed. 

Fine, so far: aircraft-makers need to plan for ihe future 
because one day supersonic travel may be commercially via- 
ble. But at present it clearly is not, without massive subsidy. 
Aircraft manufacturers think there may be a market for sev- 
eral hundred Concorde successors early in the next century, 
but you can be sure goverments will be asked to stump up the 








x ear from a 25-cent tax on a packet of cigarettes, and 
knows how to spend the me ney. The law that created the 
tax—Pr passed by popular ballot in 1988—is ex- 
plicit: 20% on ane enaline “education” (including advertis- 
ing), 35% on hospitals to treat patients who cannot afford to 
pay, 10% on doctors who treat poor patients, 596 on research 
into tobacco-related diseases, 5% on parks, wildlife and the 
like, and the rest on the same categories at the government's 





signed for high-spee 
commercially viable, by all means build one. But air 


cial-security tax, brings in a cool $300 billion a year. The re 


fund. Many liberals (in the American sense) see all th 


discretion, California i is discussing a similar anticaleohol pro- . way to build support for extra public spending; con er. 








cash. With Mak iri. Sos budgets, it is even 
tempting to try to divert taxpayers’ cash from superso 
fighter development into supersonic passenger jets. 
If aircraft-makers really believe that son-of-Concord 
fly, they should raise their own risk capital. The scandal 
Concorde was that it was paid for by plane-loads of taxpay 
cash. In the 1960s its development costs were nearly $5 bi 
lion. In today's money that would be $22 billion, : ; 
build 1:2 Channel tunnels (over-runs and all). C 
costs had to be written off by the British and French go 
ments. British Airways and Air France were handed se 
Concordes each, instead of the 150 which the makers clair 
they could sell. 
































































Strange word, success 


Taxpayers are already being soaked for enough new aerc 
planes. British Aerospace and Aerospatiale are also partners 
in Airbus Industrie, the European jet-making consortium. 
This is described as “successful”, but it has swallowed m 
than $13 billion in government loans and guarantees. Despite 
having delivered 600 jets and with orders for 1,400 more, Air- 
bus has yet to report a profit. "OR 

Most outrageous of all is that some deem even Caned: a 
success. British Airways claims that its Concorde operatio 
are "profitable", but taxpayers made it a gift of its most far 
ous jets. It takes savvy marketing—like day trips to Lapland 
visit Santa Claus—to fill the seats. Concorde was not d 
d joyrides. If a new supersonic. bird | 











ers and governments should remember that twe 
travel is for leisure, not business. Most airline passen 
go on holidays or to visit relatives would prefer to fl 

rather than faster, farther and higher. 










gramme, and a new tax-and-spending plan for roads, i 
how public finance everywhere should be run? 

The earmarked«ax approach has undeniable att 
tions—as most states and the federal government hav o 
recognised. The biggest of America’s earmarked taxes, the s 














nues are used to pay social-security benefits, with any balanc 
either adding to or subtracting from the social-security trus 













many conservatives see it ay to put government ‘under 
stricter control. If California is any guide, voters are quite 
keen: it makes a change to be consulted. Earmarked taxes 
have just two niggling flaws—hardly worth mentioning, 
really. First, they abnegate the idea of representative democ- 
nd, tl ey ensure the misuse of public funds. 






























Why governments a are unfortunately. necessary 

A big part of the case for representative government is that 
policy choices do not, by and large, present themselves as 
ake-it-or-leave-it affairs. Where a big issue can indeed be sen- 
ibly framed as a yes-or-no question, there is a case for putting 
he matter directly to the electorate. But such clear-cut 
hoices. are extremely rare. Decisions about government 
pending, and the taxes needed to finance it, are in the main 
iot broad questions of whether, but detailed questions of pre- 
sely what and how much. If such decisions are to be taken 
ligently, they have to be judged alongside relevant alter- 
tives. Issue by issue, voters simply cannot do it. 

"Agreed, you might say—but what harm does a little Cali- 
fornian earmarking do, so long as it is kept within bounds? 
The harm is the waste that comes from fastening together the 
letails of spending decisions, on the one hand, and revenue- 
ising decisions, on the other. Every such decision should be 
dien on its meis, subject to the need to aa spending and 


Uncle Ho's legacy 


< Vietnam needs to renounce it, and still hasn't 


A niin years ago on May 19th Nguyen That Thanh 
was born into a poor family in rural Vietnam. The man 
the world came to know as Ho Chi Minh was, alongside Mao 
"Zedong, a giant of Asian communism and nationalism. He 
beat first the French and then, in an earth-shaking triumph, 
the Americans. The party and army machine he put in place 
were good enough to clamp communism on Vietnam, to se- 
ure his country's old aim of controlling Laos and Cambodia 
-as well, and to give Vietnam's ancient enemy China a bloody 
` nose in a border war the Chinese wish they had never started. 
E was like having Lenin and Stalín rolled into one—and Ho's 
- countrymen have as little reason to celebrate his birth as So- 
viet citizens do to toast their founding fathers. 
Ho's system was great at fighting wars and entrenching 
"bureaucrats. That's about it. In a region of economic mir- 
< acles—Singapore’s real GNP per person has grown more than 
-sixfold since 1960, to $11,000, Thailand's nearly fourfold, to 
- $1,200 — Vietnam's 65m people have lived through a nega- 
tive miracle that has left each of them with a miserable $200 
or less per year. Some peine blame this awful performance 
he Americans. T hat i is nonsense, vietnam, rich 


kills, i is poor bi communism a mew it poor. It is mis- 
trusted by: its more successful neighbours because it is aggres- 
sive and mi itaristic. Is there anything the outside world 

, »ge Vk ietnam to shake off communism and 








revenues roughl 
Washington). This r Dove a : ; 
programmes should be seen as competing E cach otlier ra 
scarce resources. Earmarked taxes put their favoured causes 
above the fray—an invitation to spend wastefully. 

That said, a tax on smoking makes sense, because smok- 
ing inflicts costs on non-smokers; spending on health educa- 
tion makes sense, too. So adopt both policies, by all means. - 
Even call them a package, if you like. But never rigidly tie the. 
financing of the one to the revenue raised by the other. Only 
by the most improbable coincidence will the right tax on to- 
bacco raise precisely the amount that should be spent on 
health education, etc. The idea of a neat balance between the 
two is a trap. Earmarked petrol taxes have produced "sur- 
pluses"; transport enthusiasts feel free to spend them as 
though to do so was not a new commitment of real re- 
sources—which, of course, it is. The social-security surplus, 
others say, should be “given back” in the form of lower social- 
security taxes—regardless of the effect on the overall budget 
deficit, or of the merits of cutting other taxes instead. - 

Many voters have a low opinion of politicians, and who 
can blame them? Earmarked taxes leave politicians les 
do—and thus, at least, make stupid government administra- 
tively simpler. A better, if more ambitious, answer is to re- 
quire politicians to do the job they were dads for, | 
































become a more comfortable South-East Asian neighbour? 

That question is directed mainly to America, which, now 
almost alone, has no diplomatic relations with its old foe. for- 
bids its companies to do business with Vietnam and blocks 
the mr, the World Bank and the Asian Development Bank 
from lending to it. America’s western allies suspect it of j just 
being a bad loser. The United States could allay that suspi- 
cion by lifting some of its restrictions without conferring 
blessing on a country that has neither stopped being a threat 
to its neighbours nor renounced communism. Vietnam has 
come some way on both counts, but not far enough. 


More lessons from Eastern Europe 


Vietnam’s neighbours have less to fear from it now than they 
did before it withdrew most of its army of occupation from 
Cambodia last September. Yet Vietnam still has some sol- 
diers in Cambodia fighting alongside Hun Sen’s men. China 
and its clients, the Khmers Rouges, have resisted a compro- 
mise to end the war; but the Vietnamese have been at least as 
unbending. The Vietnamese Communist party is also ideo- 
logically unbending. Its Central Committee. meeting in 
March not only attributed the events in Eastern Europe to 

“imperialist and reactionary” forces, and sant . ed the D std 
ro's sole true reformer. It also called for giving“ 
tance to national defence and sect 


try that already fields the he words ch: hippest 
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Now, with iig aodion of four 
Paes new sub funds, the world has j just got bigger. -— 





Cx 
E. 


NEY] There'sthe Singapore Indo-Malaysia Fund, 
hid invests in the equity markets of Singapore, Indonesia 
and Malaysia - three markets we have identified as offering 
superb opportunities for capital un m the world’s 5 
fest growing economic region. ; i 


WW) There's the Worldwide Warrant Fund, sihi 
can invest in any of the world’s major warrant markets to” 
produce out- and-out capital growth. It is now widely 
acknowledged that warrants offer some of the world's best 
high return/high risk investment opportunities. 


NEW] Then there's the Worldwide Income Fund, which 
offers a significant income yield, together with capital 
growth, from a portfolio of worldwide equities. 


NEW) Finally there's the Worldwide. Managed Fund, 
which offers Scimitar's professional expertise in choosing an 
appropriate balance between equity, fixed income and 
currency markets for investors requiring a diversified and 
low-risk, capital growth portfolio. 














You can switch between these and the twelve existing 
sub fands of the Scimitar Worldwide Selection Fund as 
often as you like, and without charge. Which means you 
can now take advantage of investment opportunities 
wherever in the won they occur. 


And who better to manage these funds than Scimitar, 
with its award-winning investment team backed by the 
international resources of the Standard Chartered Group. ~ 
Many of the existing equity, bond and currency funds have 
produced superb returns over the past few years, winning 
several prestigious LIPPER awards for top ranking 

. Pore 





- funds, which runs from May Mth to June 2nd 1990, with a 


| Sandara % Chartered 













ensive coverage of vu 
ced income markets. 
















LIMITED FIXED PRICE OFFER 


There is a fixed price offer period for che four new sub. 


launch price of US$10 per share. So make your application 
without delay. 


If you waai Eke the world to be your oyster, simply 
fill in the coupon for a Prospectus and Application Form. Or. 
call in at your local branch of Standard Chartered Bank. 


Remember, the price of shares and the i income from | 
them can go down zs well as up. 





To: Scimitar Asset Management (CB Limited, P.O. Box 330, 

Standard Chartered House, Conway Street, $t Helier, E 

| Jersey, Channel Islands. Tel: IDD4+44 534 34373. 
lex: 4192402. Fax: IDD--44 534 26035. 


Please send me a Prospectus and Application Form for the Scimitar 
Worldwide Selection Fund including the four new sub funds. © 


| Name (Mr/Mrs/ Ms) 
Address 
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Tickets are priced at Dhs, 500/ US$ 138 

and limited to 1000 bonafide departing 

"Eh and transit travellers. 

ioe ed The draw date and winning number will be 

published in the international. press and the 

car will be shipped to any part of the world 
free of charge. 


e finest collection at the world's 
most elegant duty j | 

















.— DUBAI DUTY FREE'S FINEST SURPRISE WINNER 
Ms SUSHMA ©. RANI (Ticket No..7526) of P.O. Box 3426, 
Dubai, UAE, winner of the Mercedes Benz 560 SEC who travelled 











Air India, Dubai/Bombay on 19th April 1990. 
















| ing ? The United States is wrong 
Bank lo = because of the unsettled 









tion, the Fund a 
Vietnam meets th 
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countries seek j states in Asia have often 
. been eligible orea and Taiwan in earlier days are 

example italist one-party states. Vietnam 
hasn l itment, still less the aa itself, to 





XTINCTION looms for dinosaurs like Mr Edmund Pratt 
of the Pfizer chemical company, who still ask: “Why 
would any woman choose to be a chief financial officer rather 
than a full-time mother?” In corporate America, where 1% of 
firms want to be first with a new approach but 99% want to be 
second, bosses now want to explore how they can make it 
easier for men as well as women to do as good a job as parents 
as they do as executives or employees. But an eventual back- 
lash is certain unless they properly cost the ideas they pick up 
at conferences on work-and-the-family. Changes that depress 
profits will not last. 
The on-site child-care centre may be the ideal. For most 
companies, though, it is simply not affordable. Even Mr Wil- 
liam Lee, the chief executive of Duke Power, a paternalistic 
electrical utility, has to confess: "We have not found a way to 
introduce employer-provided child care and still remain com- 
dili titive.” Providing it on the cheap is not an alternative. A 
company leaves itself vulnerable to costly legal liabilities un- 
less its centre has the safest equipment, employs well-trained 
(ie, expensive) staff and has a ‘high ratio. et adults to children. 








The cost of doing nothing | 
Companies cannot, however, afford to sit pat. The easy- 
cor 'asy-go days of. the 1980s, when the Fortune 500 firms 
~ cut their payrolls by more than 3m, are over. Fewer people are 
entering the labour market. If the economy grows decently, 
the demand for motivated and educated people will far out- 
strip supply. More and more companies know that they must 
respond to this tightening job market by finding better ways 
“to hire and keep the employees they prize. — 

^U ^ Patterns of work create different problems for red 
staff compared with hourly-paid workers. The hourly-paid 
«want half-day holidays so that they can attend school sports 
~ days; sick leave for sick kids; voluntary, not compulsory, over- 
ime; and: more leeway on start and finish ti times so that they 
















politics with some selected techniques—but not tl 


Flexibility is a better way to keep workers than throwing creches at them 


creating a fuss. Many are paid enough to employ home help 


for ambitious women. Most American companies still ask 


hood. Nine out of ten male executives are parents at 40; onh 


company first to upgrade its personnel officers. Many 
nesses still regard their personnel departments as depe 
: failed middle managers. They will lose ground in th 








who have promptly converted.a rice fami 
portable surplus. The currency now has a real 
rate, interest rates are positive, dual-pricing | 
ished, and the government has (at least on paper) | 
budget. Yet to the vital question for communist ref 
are you willing to transfer most assets out of state hanc 
into private ones!— Vietnam still gives a shifty answei 
state owns practically all capital assets and, apart froi 
ing, is not privatising them. It is not shutting down loss 
ing businesses, and it is not taking party hacks out of t 
tories. Would loans really be well spent? | 

Like China, Vietnam is trying to combine. commun 




























spirit—of capitalism. The endeavour is doomed to fa 
when Vietnam has abandoned communism shou dd. 
puthe present from the West. 
























can make alternative: arrangements for their children when : 
schools are closed by snow. Salaried staff already have this. 
flexibility. They can usually slip out for a few hours withou 





The flexibility they yearn for is a less rigid career path: th 
option, say, to work a 30-hour week or to telecommute more 
when their children are small without blighting their career 
prospects for ever. - gs : 
The traditional career path creates the greatest problcai 


them, in effect, to choose between their career and paren 


one-third of female executives are. Only five of the 500 lar, les 
industrial firms are headed by a woman. Men. grumble 
Many are still willing to aloe their way to the top in the olc 
way, working over. weekends and going uncomplainingl 
far-away postings even if it wrecks their marriages. But 
are not enough such pliant folk, nor are they necessa 
most talented. An increasing minority of male execu 
with small children are also saying that they will not ac 
promotion to jobs that involve relocation, extensive ron 
long and unpredictable hours. bu 

Corporate inertia is the biggest obstacle to. respo 
positively to these challenges. Those companies that 
the way in flexible work practices—like Hewlett-Pack: 
Silicon Valley high-tech pioneer—are convinced that 
bility hurts productivity by causing stress, absenteei 
lower job satisfaction. Foremen and middle manag 
nonetheless be relied upon to resist new ways. So can ol 
who got to executive suites by working 12-hour | days, 
young men aiming to get there via the same route. 

The best, though unexciting and slow, approach is fo 

































































Colgate-Palmolive and! | , rrauss that employ the best ES 
fessionals they can find in personnel. 

This done, ask the personnel department to do serious 
cost-benefit analysis. It will confound the sceptics. For most 
firms, more e flexibles work rk -practices and careers will pay for 












ng late, competition stifled and fares sky-high 





YOU are sitting in Tm eae lounge of one of Eu- 
rope’s airports, enduring another delay, turn your wrath 
ay from the airline staff and direct it at two other targets. 


‘onto many of Europe’s routes (worst offenders, West Ger- 
many, Italy and France). Second, the insidious inertia that 
has. long gripped: Europe's air-traffic-control system, and 
growing more powerful by the minute. That too is 


hared more widely. 

_ With the number of airline passengers in Europe expected 
: to double to around 800m a year by 2000, and treble by 2010, 
_ delays are reaching nightmare proportions. Almost one in 
-four flights in Western Europe is now held up by more than 
_ 15 minutes—twice the ratio only four years ago. Congestion 
- means that carriers cannot. get take-off-and-landing "slots" in 
^ order to launch the competing services that. would bring 
down fares, as they did in America during a decade of deregu- 
lation. German Wings, a year-old Munich-based airline, faced 
- "obstacles in obtaining slots at West Germany's overcrowded 
- airports. On May Ist it went bust. — 

Congestion in Europe is chiefly the fault of an over- 
stretched and inefficient system of air-traffic control. New 
‘runways and terminals do need to be built; but unless extra 
flights can be handled, more concrete on the ground will sim- 
ly produce more congestion in the sky. On April 24th trans- 
sort ministers at the 23-nation European Civil Aviation Con- 
erence agreed to boost capacity by harmonising Europe's 
ontrol systems. At present, communication between centres 
s usually by telephone. Information could be transmitted 
:automatically, but computers and radars work to different 
. standards. Getting them on to the same standards is long 
overdue. But. it is not enough 


More blips o on ni thes screen. 

The purpose of air-traffic cone is eE to prevent aircraft 

: from bumping into each another. Controllers separate air- 

terally and horizontally. ‘Without effective 
nunic Fons. iria have t to xpe ekeni 80 








mem i are "e on 
op erational needs. Europe has 


: aif. a to: ‘companies: slike “Themselves e even. 


uropean countries relinquish their sovereignty over airspace, flights will go 


st, those governments who refuse to allow competition | 


he f ult of governments, but here the blame needs to be _ 


aircraft could make joint (and more flexible) use of the mi 






Companies are neatly alwavs astounded to learn he h 
costs to replace an experienced executive or employee w en 
account is taken of recruitment costs, the time spent training 
a novice, the loss of efficiency during training, and so on. Un- 
like child-care centres, flexibility fattens profits. 


more than 40 air-traffic-control centres, compared with about 
20 in the whole of the United States. Aircraft flying through 


_ Europe's fragmented system also have to keep out of chunks 
of no-go military airspace, which at tímes can be huge. Th 





results in indirect routings—which the Association of Euro- 
pean Airlines reckons cost airlines and passengers more than 
$4 billion a year in wasted time and extra fuel. i 

What is needed is a single, supranational authority for Et 
rope. Almost 30 years ago an organisation called Eurocontrol 
was established, to have authority over all upper airspace 
(above 25,000 feet). Yet it was never allowed to exercise that 





‘power, because some countries—especially Britain and 


France—were concerned about sovereignty. Eurocontrol has 
remained mainly a consultant and clearing house, collecting 
en-route navigation charges. With airports overloaded, gov- 
ernments now want Eurocontrol to oversee | their 
harmonisation plan. Eurocontrol is already. integrating the 
airspace of Holland, Belgium, Luxembourg and northern 
Germany, where close national frontiers have made separate 
systems a nonsense. 

Yet integration should go TE TER across Europe. 
abolishing national boundaries and redesigning routes. This 
would give the biggest boost to capacity. At the same time, z 


review of military airspace is needed, especially if America re 


duces the number of its bases in Europe. Civil and military 






tary bits of the sky that are retained for training. Qu 
It could take until the end of the century to establish"? 
pan-European air-traffic control system. Yet transport minis 
ters reject the abolition of frontiers, despite the fact that fron. 
tiers limit competition. Continuing to control air traffk 
through a series of national public utilities also put: 
harmonisation at risk. If one centre’s budget is not bij 
enough to pay for the improvements, then it will be a weal 
link in the chain and will continue to limit capacity. 
The Association of European Airlines would like to priva 


tise Europe's air-traffic-control centres into a single holdin; 


company with pan-European responsibility. Such a bod 


could collect money from users for buying new equipment, o: 


raise it in the capital markets. This makes sense. But somt 


` airlines want to go further, and become shareholders in th 
new outfit. They should not be allowed to, for the same rea 


son that airlines are not usually allowed to own airports. The 
are too good at shooting down nè new e copanan up 
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More and more. today’s world of corporate 
finance demands a financial institution with a 
global perspective 

This perspective must be brought to bear 
on the structure and execution of every 
transaction. whether local or cross-border 

That's why Chase's knowledge of local 
business practices. tax laws and regulations in 
Over sixty countries is put to work on every 
transaction to guide clients through what may 


PAYNTER "^ 
C ORPORATION 
LIMITED 


At Chase, knowledge from 
the four corners of the world 
is applied to every transaction 

we help arrange in 
this corner of the world. 


— — 





often be unfamiliar business environments 

Just as crucial is our industry expertise 

Being knowledgeable across a wide range 
of key industries means we give our clients 
industry-specific advice during the complex 
negotiations that tend to characterize a merger 
Or an acquisition 

A Total Capital Base of over USS11 billion 
and a worldwide network also mean that we 
have the ability to commit considerable 


resources on behalf of our clients 

While our global perspective ; 
execution capability means that na 
IS ever too complex 

Which perhaps explains why « 
of successful mergers and acquisiti 
worldwide is growing so impressive 
also why Asiamoney named Chase a: 
arranger of the largest number of c 
mergers and acquisitions in Asia la 
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The Chase Manhattan Corporanor 











Many of today's aircraft cockpits 
still confront the flight crew with a 


daunting array of instruments to monitor. 


Not the A320, where most of these 
have been replaced by the Electronic 
Flight Instrument System (EFIS) which 
displays primary flight data, and the 
Electronic Centralised Aircraft Monitoring 
system (ECAM) which covers engine 
parameters, operational status and 


systems information. 


The flight crew are therefore 
presented with only 12 front panel 
instruments (of which 6 are for standby 
only), providing clear, concise 
information on all aspects of the 
flight, tnus enhancing efficiency and 


reducing fatigue. 


The A320 cockpit incorporates the 
most technologically advanced flight 
control systems of any commercial 


aircraft in service today. 


These are benefits that the world's 


airlines have not been slow to notice. 
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It's surprising . 
what's been comin 





out of our 
gravel pits lately. 











Taylor Woodrow has 
long been a believer in the 
greens. Our policy has always 
been to try and put back into 
the land more than we take 
out 

So from what were once 
gravel pits a healthy crop of 
cabbages flourishes. And in 
Northumberland, where we 
are contractors to British Coal. 
we are playing a major part in 
returning the Butterwell open 
cast mine to agricultural use. 
And the same transformation 
is happening at the Trecatty 
site in South Wales. 

if farming isn't what 
you'd expect from us, look 
what else we're involved in. 
Both in the UK and in North 
America we re harnessing 
wind power, and, with a little 
help from nature, generating 
millions of kilowatt hours of 
electricity 

It's just one of the 
elements of our consistent 
global success. 

From our salad days in 
1921 we've grown, thanks to 
teamwork and enterprise, into 
an international force in four 
related business areas 

In construction we are 
leading building and civil 
engineering contractors, 
designers and consultants 

In housing our quality 
developments bring success 
in Australia, Canada, Spain, 
the UK and USA 

In property our Success 
is due to carefully developing 
a balanced high quality 
portfolio. 

And in trading we 
provide many products from 
videos to tools, and aggre- 
gates to ready mixed 
concrete 

In all four sectors we've 
created the right environment 
for growth. Which is why we 
now turn others green with 
envy 


For further information. please 
contact Trevor Jones, Taywood House 
345 Ruislip Rood. Southall. Middlesex 
UBI 2QX. Tel: 01-575 4411 

TAYLOR 
WOODROW 





EUROPEAN RETAILING 


Harder times 


The 1980s were happy 
not be so easy. Eadem | 


HE past decade offered Europe's shop- 
keepers what they need most: increasing 
wealth among their customers, and increas- 
ing readiness to spend it. Between 1980 and 
1989 economic growth averaged 2!596 a 
year in western Europe. In societies readier 
an ever to believe that it is no sin to be 

h, consumers were happy to splurge, and 
sing car ownership let them drive to the 
new edge-of-town shopping centres to do it. 
Slower growth and rising interest rates 

in the past year have already taken the 
smiles off shopkeepers' faces. But they have 
more to worry about than macroeconomics. 
Retail sales grew less fast in the 1980s than 
did consumer spending overall. Some kinds 







cafés 
biscottes thés 


It's all there in the hypermarket 
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ears for West Euro 
urope promises gol 


retailers. The 1990s may 
—at the end of the rainbow? 


of retailer did much better than others. 
Sales of electrical and do-it-yourself goods 
boomed. As spending on leisure grew, so did 
sales of the paraphernalia that go with it. 
But food today accounts for a smaller share 
of total retail sales than it did ten years ago. 

That is unsurprising: as people get 
richer they tend to spend relatively more on 
luxuries and less on basics. But it is worrying 
for such retailing groups as West Germany's 
Albrecht, Rewe-Leibbrand, and Tengel 
mann, France's Carrefour, Holland's Ven- 
dex International, which runs the Vroom & 
Dreesman department stores, and a Swiss 
co-operative, Migros. All are among the 
world's top 25 by sales, and all are centred 


on basics like food and clothes. Those basics 
are still the engine room of retailing, but 
they are becoming mature markets, subject 
to fierce price competition. 

Slow population growth does not help. 
Nor does the aging of the population, which 
means more non-discretionary spending on 
services like health care. Other services too, 
such as travel, are claiming their share of ris- 
ing incomes. Not many households want 
four television sets, but many will take two 
holidays where they used to take one. 

So retailers have had to find new ways 
to wring extra value out of their wares. The 
most successful have been those who en- 
sured either that their costs were lowest or 
their quality highest. This has meant strict 
cost-control and more specialisation. The 
generalist retailer has been in steady decline 
since the early 1980s, while the specialist 
chains such as Hennes & Mauritz, a Swed- 
ish outfitters, or Waterstones, a British 
bookseller, have blossomed. 

Some retailers have turned to the old 
truth of their trade, that the simplest way to 
increase sales is to add more shelf space. 
That does not always mean ak as more 
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ROPEAN RETAILING 
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. new, growing or more profitable markets to 
^ which their particular skills can be trans- 
` ferred. Food marketers such as Leclerc and 
Casino in France, Britain's J. Sainsbury and 
` many more have added household goods, 
furniture, clothing or do-it-yourself prod- 
ucts—not always with sucesss. 
— ^ These challenges have become strongest 
in the richer, north European countries. Re- 
tailers there have outgrown first their local, 
then their regional and now their national 
markets. Supermarket chains have been ex- 
panding internationally for the past quarter- 
entury because of market 
saturation at home. Aldi, a se- 
cretive’ West German dis 
count grocer, now has more 
than 500 stores outside its 
home country. Tengelmann 
ontrols the A&P supermar- 
t chain in America. Others 
hat have spread across fron- 
tiers include French groups 
like Carrefour, Auchan and 
Promodes,  Belgium's GIB 
group, which runs the Inno 
department stores, Holland's 
widely diversified Vendex 
- and Ahold, its leading food 
.. retailer, owner of the Albert 
< Heijn chain. After a false start 
in mainland Europe in the 
1970s and then a diversion to 
* America, British retailers too 
* are once again on the move in Burne 


. among others, are driving deep into the un- 
derdeveloped markets of fast-growing 
Spain. They are also heading into Italy, 
which still has many family-run shops and 
"where resistance to the arrival of the 


high street is seen as ripe for colonisation. 


at handling regional differences, or a bit of 


| to. nudge this process for- 





might be expecte 








Redoute and Britain's Gus th 
-be able to supply the whole &C from one low- 
VAT couritry have been dashed: at least until 

1996, vaT will be collected by the country 
that the customer comes from. 


~The pluses and minuses of 1992 


Yet retailers are mistaken if they expect not 
to be greatly affected by the 1992 pro- 
gramme. Unlike other EC businesses, retail- 





- profit, though. So some have looked f : ing will robebly bea Ibera at t first, from t 





: Until recently, the north. Europeans. 
-.. mostly stuck to northern Europe. NowCar . b 
- fefour and Britain's Marks & Spencer, ` 


hypermarket has been stiffest. The Italian. . are Ahold, Argyll, the British super- 
.. markets group that operates Safeway 
stores among others, and Casino, a 


This suggests that Europe is becoming. 
big seller of own-brand goods in its 


more homogeneous, or retailers more adept 


both. The integration of the European 
Community's internal market after 1992. 


ward. Many retailers doubt that. Retailing is _ 
‘not easy to internationalise. The proposed . 
eventual: standardisation of value-added tax 
would be a big change. But that is years. 
away. And even the hopes of mail-order. 
jouses. such as Otto Versand, Quelle, La ©. 
at they might - 


2 Roae of 


-stores, with combined sales of $43 bil- 
“lion, equivalent to 11% of the grocery 
markets in the.nine countries. | 


single market. Consumer and environmen- 
talist organisations are likely to grow stron- 


ger in the 1990s. And Brusssels will be in . 
regulatory mood, on anything from shop- 


working hours to food and packaging stan- 
dards. So retailers’ costs will be pushed up. 
At the same time one trend of the past ten 
years may be reversed, at least for a while. 
The big retailers have been gaining the up- 
per hand over their suppliers. The 1992 pro- 
cess will help manufacturers to reap econo- 
mies of scale that shopkeepers will not 
readily be able to match. 


tailers and manufacturers is a 
perpetual one, but 1992 
marks the start of a new 
phase. The balance of power 
will at first be tilted against re- 
tailers. Yet it need not stay 
that way. The reduction of 
frontier checks and red-tape 
should make it easier and 
faster to transport goods 
throughout the EC. That 
would mean faster filing of 
orders and smaller stocks. 
. Nimble retailers will be able 
to sell more perishable and 
fashion-sensitive goods. Nor 
will economies of scale be un- 
attainable, though few, if any, 
. retailers will have the EC-wide 
sales that would justify Euro- 


. sized bulk- buying discounts. Instead, big 
companies have already begun to form joint - 


uying groups, taking advantage of the EC 
"mutual recognition" directive, which will 
allow almost anything lawfully saleable in 


one EC country to be sold in another. 


The most ambitious of these nascent 
buying consortía is the European Re- 
tail Alliance. Its three leading lights 


hypermarkets. The alliance has ex- 
panded to become the 6096 core of 
Associated Marketing Services, 


which includes a further six grocery 
chains. (Dansk Supermarked, Swe- 


i Toh, -Spain 8 
Mercadona, and Migros) Between . 
them the nine chains operate 11,000 


The nine aim to do more than : 
just buy jointly in bulk. They also 
plan to develop common. products, 
including own-brand goods, and to 
share distribution networks, advertis- 
ing and technology. So lucky shop- 
pers in Paisley will be blessed with 
fresh pasta and those in Palermo with 





^ standardised Burofood.: 


The struggle between re- 






The aim behind thine co-operation is to 
hold down the participants’ costs. The 
nine's guiding light, Argyll’s chairman, Mr 
Alistair Grant, does not see it as a precursor 
to any mega-merger among them. West Ger- 
many's Asko was booted out of the original 
alliance after building up an equity stake in 
Argyll that was judged too fraternal by half. 


Anxious Brits 


On that point, British retailers feel particu- 
larly exposed. Many of them are publicly 
owned companies, open to a takeover bid. 
On the continent, especially in West Ger- 
many, even big retailers are often still pri- 
vately owned or with controlling blocks of 
shares concentrated in family hands or 
those of friendly banks. 

British retailers are also considered at- 
tractive buys. They enjoy higher margins 
than their continental counterparts, partly 
because they sell more branded goods thaj 
do, say, the big French firms. They are k 
constrained in terms of opening hours, ad- 
vertising or restrictions on the development 
of multiple chains or the opening of large 
stores. Their retailing technology is highly 
regarded. Despite its cost, information tech- 
nology is increasingly seen as a vital competi- 
tive advantage, because of the benefits it 
brings in knowing what is selling where, bet- 
ter stock control, reduced order times and 
better links with suppliers. By the late 1990s 
it may make a reality of the long-held dream 
of electronic shopping from the home. 

British retailers have a further attrac- 





. tion for predators. Though even the biggest 
. of them are overshadowed by the big French 


and West German supermarket, hyper- 
market and department-store groups, Brit- 
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ain has strong multiple chains across the 
whole span of retail sectors, such as cloth- 
ing, furniture, electrical goods, chemists, 
bookselling and newsagents. This concen- 
trates in Britain a range of retailing exper- 
tise, from purchasing to promotion, that is 
unequalled elsewhere in Europe. 

British retailing is also renowned for its 
innovation. lt is especially adept at creating 
new niche markets, as the Body Shop chain 
has done with its environmentally-friendly 
toiletries. With traditional markets near 
saturation, such skills open a valuable route 
to new sources of profit. 


Tastes still vary 


In whatever direction retailers cross fron- 
tiers, they will need the ability to appreciate 
and deal with differences in trading condi- 
tions, product standards and consumer be- 
haviour. As satellite advertisers and con- 
sumer-goods makers have found, there are 
still few genuinely pan-European products. 

Those that can be sold uniformly across 

rope are mostly up-market branded 
goods like Louis Vuitton luggage or Giorgio 
Armani clothes. The shops that sell these 
are often ones whose list of branches in- 
cludes places like Paris, London, New York, 
Los Angeles and Tokyo. What their patrons 
have in common is a style of life. Retailers 
are eagerly looking for other cross-frontier 
"life-style groups" in more mass markets— 
so far with little success. 

The few retailers that have succeeded in 
being truly international have done so by 
sticking to a proven formula. This has 
worked for firms as diverse as Benetton and 
Foto-Quelle. Another example is Ikea, a 
Swedish group that is Europe's biggest fur- 
niture retailer. Ikea's stores, and most of its 
merchandise, are the same worldwide. It 
sells, typically, to young people moving into 
their first home who want Scandinavian-de- 
signed but inexpensive modern furniture 
and other bits and bobs for the nest. Unlike 
"" abitat in Britain, which started out with 

ach the same idea, it has stuck firmly to its 
basic formula. It has also been careful always 
to open only a handful of stores in each na- 
tional market. 

Though Ikea has shown, in its field, that 
fairly standard goods can sell in many differ- 
ent countries, it follows a golden rule for re- 
tailers expanding internationally. It hires lo- 
cal management. Even its new Budapest 
store has only Hungarian staff. A feel for lo- 
cal shopping habits and working practices, 
and good contacts for local sourcing and for 
finding sites are essential to any would-be in- 
ternational retailer. GUs, which runs both 
mail order and stores outside Britain, will 
not employ expatriate managers for its oper- 
ations abroad. 

In Spain and Italy, which are now seeing 
an influx of northern retailers, many of the 
newcomers have crossed the cultural divide 
by using a local joint venture or a franchis- 
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ing arrangement as a first step before going 
it alone. GIB has a joint venture in Madrid 
with March- & Pryca. Marks & Spencer, 
which has spread to America and Asia as 
well as mainland Europe but has never been 
as successful abroad as it has at home, had a 
Spanish joint venture before opening its 
own stores in Madrid. 

Not all retailers are equally affected by 
national differences. Many European food 





retailers choose to operate only within cer- 
tain regions of their home countries, and 
not across the whole nation, let alone the 
continent. Most toys, in contrast, are more 
or less multinational. Pharmacies and do-it- 
yourself stores have a stronger cultural bias 
than might be expected. Britons are manic 
home decorators; the Spanish call in trades- 
men to do the job. So do West Germans, 
though they may do radical alterations 
themselves, jobs that would have Britons 
thumbing the yellow pages for professionals. 

How far these distinctions will be bro- 
ken down by the planned arrival of a genu- 
ine single EC market after 1992 is uncertain. 
There should be some erosion. But national 
differences will surely remain, just as re- 
gional differences—and indeed ethnic ones 
derived from nineteenth-century Europe— 
still do within the United States. 

Yet nationality, obviously, is not the 
only distinction. Wealth counts, wherever it 
is found: Bond Street has more in common 
with the Rue du Faubourg St-Honoré than 
with Bermondsey. Broader retailing regions 
that transcend national borders may be 
evolving. Management Horizons, a London- 

ed management consultancy specialising 
in the retail trade, reckons it can define five 
bands of retailing affinity that extend, one 
above the other, across the map of Europe. 


A retailer aiming to expand should look first 
within its own band and later into the bands 
north or south of it, the co ts argue. 
They cite New Look, a south-of-England 
clothing chain that opened stores in Cher- 
bourg and Caen, in north-west France, feel- 
ing that this would be easier than expanding 
in the north of England. 

These bands extend beyond Western 
Europe to the Americas and into Eastern 
Europe. Spanish and ltalian retailers may 
have more in common with Latin American 
ones than with British or Dutch ones. Re- 
tailers from those two countries may feel 
more at home in North America than in 
southern Europe. Many British, Dutch and 
West German retailers have expanded 
(though not always happily) across the At- 
lantic, whether under their own names or 
through acquisitions, like Tengelmann's 
purchase of A&P, or Marks & Spencer's of 
Brooks Brothers. GiB recently bought two 
American chains of do-it-yourself stores, 
Scotty's and Handy Andy's. 


Looking eastward 

Historical ties link the countries of Central 
Europe. A renowned Viennese grocery firm, 
Julius Meinl, had more than 50 shops in 
Hungary before the second world war. Now 
it has opened two concessions inside the 
Csemege supermarkets in Budapest. 

Many West European retailers (and 
some American ones) see Eastern Europe as 
a great hope for new markets. Retailing is 
backward there. Supply, distribution and 
marketing are primitive. Shops, though 
overstaffed, are understocked. But the pop- 
ulace is hungry for consumer goods and has 
the savings to pay for them. 

The problems too are great. Often a 
joint venture is the only way in. Local cur- 
rencies are not convertible. Supplies are un- 
certain and laws on things like the repatria- 
tion of profits generally unhelpful. Not 
many retailers can do as Ikea has. It buys a 
good deal of its furniture from Eastern Eu- 
rope, and can make use on the spot of the 
local-currency earnings of the stores that it 
has set up. These also help it to keep in close 
touch with its suppliers. 

Eastern Europe's potential is to be un- 
locked, then western retailers will have to 
take firm control of the management of 
their wares from supply to final pricing. The 
European Commission recently hired Price 
Waterhouse, perhaps the leading western 
consultancy established in Eastern Europe, 
to study retailing there. The Eurocrats see 
retailing as a good way to transfer essential 
capitalist skills such as pricing, accounting, 
marketing and customer service to Eastern 
Europe. That may be so. But retailers more 
concerned with transferring customers’ 
money into their tills will do well to remem- 
ber that there is still a great deal more of it in 
Brussels or Barcelona than in Budapest. 
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Serious About 
Your Money's Performance? 


EFC's Sophisticated Service and Leading Managers 
Are Achieving Salety With High Returns 


EFC Capital provides the global network of per- 
sonal service qualified investors often need to as- 
sure portfolio protection. Plus some of the best- 
performing money managers in the world. For 
example: 

Mc Ginnis 
Management 


Visioneering 


R&D 





+60.1% 
+26.1% 
no trades 
+41% 
+230.6% 
+102.9% 


no trades 
+92.5% 
+42.7% 
+84.1% 
+31.5% 


- 3.7% 


1984 
1985 
1986 
1987 
1988 
1989 


This is the actual average performance of money 
under management according to their official 
disclosure documents. Each is a Commodity 
Trading Advisor ("CTA") registered with the 
U.S. National Futures Association and the U.S. 
Commodity Futures Trading Commission. All 
funds, transactions and accounts are maintained 
by the world's largest futures clearing firm. 
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vive la différence 


difference soon becomes 





One glance at the list of features shown 


Safety First - From our discussions together, 
we will establish your key points of safety. Bond- 
backed portfolios, currency hedging, immediate 
liquidity and other facilities are readily available 
based on your needs. 


If you are qualified, please call or fax us right away 
and we will provide disclosure documents, track 
records and our special report, "Achieving and 
Taking Regular Monthly Profits." EFC's president 
would be pleased to schedule a personal meeting 
with you in your area if you wish. His scheduling 
time is limited. 


CALL 403-228-8053 (Canada) 
FAX 403-244-2505 


EFC CAPITAL PRESERVATION FUND LTD 
101-1184 DENMAN ST., VANCOUVER, CAN V6G-2M9 
Open to non-US/CAN residents. Past performance no 
guarantee of future success. Profits compounded and 
distributed monthly, quarterly or at customer's discre- 
tion. One dealer per country, on an exclusive basis, will 
be accepted. Act now. 





E BANKING 


€ Minimum Deposit only £1,000 or US$2,000 


€ Personalised cheque book 











@ Standing orders 





€ No bank charges 





€ Competitive rate of interest, paid quarterly 





e No minimum withdrawal level 





€ Monthly statements 





@ Tax not deducted at source 





Standard Chartered Bank (C.1.) Limited has paid up capital and reserves in excess 
of £21 million and is a wholly owned subsidiary of one of Britain's largest 
independent international banks. 


Deposits made with offices of Standard Chartered Bank (CI) Limited are not 
covered by the Deposit Protection Scheme under the Banking Act of 1987, 


Audited Accounts are available on request 


Em em mm RT 


Please send me details of vour Sterling and US Dollar Extra Value 
Deposit Accounts. 


Name 





AS the 

apparent when you compare our 
Extra Value Deposit Accounts with other 
similar products. 


here and we think you'll agree that our 
Extra Value Deposit Accounts really do 
offer Extra Value - whichever way you ] 


Address 








| | ' look at it! 
They give you the opportunity to issue 


cheques and set up standing orders whilst 
earning a high rate of interest normally 
only available with a deposit account. 


Available in both Sterling and US Dollars. 


Gordon Wylie, 

Standard Chartered Bank 
(CI) Limited, X. 1 

PO. Box 89, Conway Street, Y M 
St. Helier, Jersey, C... V | 

Tel: (0534) 74001 N 

Th: 41920132 5CRJER G 
Fax: (0534) 24890 





Write or phone: 
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Strength in depth across the world 
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ew he was on solid ground 
- en he attacked the people 
-who threw Molotov cocktails 
for the television cameras. 
Now he is not so sure. In 
‘the past month troubles that. 
" have been building up for two © 
-years have suddenly burst on. 
the president. Land and house 
prices have shot up to near Jap- 
anese levels; in Seoul last year 
land prices rose 30%. Worse 
still, the Seoul stockmarket, 
which was a one-way bet (up) 
for most of the late 1980s, has 
slumped this year by almost a 
quarter. The market hit a two- 
year low at the beginning of 
May. Many ordinary’ folk— 
plenty of housewives were buy- 
"ing shares on margin—have - 
- seen their savings wiped out. 
© Predictably, they have =, 
: med against the governs es 
nt. The ruling Democratic 
Liberal party, which had more 
- than 30% in the opinion polls 
dn January;.is down to 20%. — 
Th: ego eh bia 20%. for bbs Kim Dae 











esur! ce This y year, too, gei are calling 
he president “Mool” (water) Tae Woo for 
his wetness in dealing with his problems. 


£ cai s favourite remedy: blaming the trouble 
^on someone else, in this case his entire eco- 
~ nomics team, which he sacked. The stock- 
: -market continued to fall anyway. Now he is 
- thinking harder about what needs to be 
zu done. On May 4th the president cancelled a 

> America and Canada he had been 





Si bn af South | 


is um ut Mr Roh à 


Last month Mr Roh took the politi- 





, | of Roh lae Woo 


planning for later in the month. On May 
7th he hijacked a televised address that was 
supposed to be given by his prime minister. 
"Fellow citizens,” he said, 


pers chief executive of the republic, | greatly re- 


gret the fact that public anxiety has been gener- 


disappointment of expectations tha 
Roh's government has itself been re 
ble for raising. In January the presiden 


" Mii feces He said the ew 


















people to choose the road to progres 
the road to chaos. DR 

Perhaps his listeners were stirre 
probably not stirred enough to for 


ated the Democratic Liberals, shamel 
modelled on Japan's Liberal Democrats, | 
merging his own party with two of the thr 






ated by an array of political, economic and so- ^ .t 


cial difficulties . . 





will now lead the affairs of state with an extraor- 
"dinary determination so that we can achieve 
stability by the end of the year, and you will be 
able to feel at ease. 


Mr Roh said he would stiffen still fur- 
ther the rules designed to stop Korea’s big 
companies from speculating in land, and 
would force them to sell all their unused 
land holdings by the end of the year. He re- 


minded his listeners that the government al- 


ready had plans to build 2m new houses 
near Seoul by the end of his presidential 
term in 1993. And, attempting to talk up 
the stockmarket, he told Koreans not to 
worry about the economy. As he has done 
several times before, he wound up by saying 


that Korea was at a crossroads—and urged 


the early days of Mr Roh's presidenc 


.| feel a deep sense of - i ~ 
responsibility for all these developments... I- 


past—but then droppe th m 
It raised fears that it had 1 
to fiddle a by-election 
.. -Taegu, and was thus sliding. 
back into bad old ways. Worst 
= ofall, the new party has been 
oe racked by bitter internal rows. 
~ Mr Park Chol On, one of the 
president's closest’ advisers 
was forced to resign his cabine 
seat. And factional infighting 
led toa strike inside the ruling 
party's own secretariat. ~~ 

Strikes are the gover 
ment’s most pressing worry 
Until Mr Roh became presi- 
dent, Korean workers had few 
rights in practice. Those who 
tried to set up independent 
‘unions in the country’s shi 
yards or car factories were 
ten put away before they. 
do any damage. With 
racy, the lid of repressio 
off. Steam was, as exp 
vigorously let off, with the unions asse 
themselves to make up for lost time 
years wages doubled. 3 

A few militants have pressed absu: 
mands. One American company, 
eventually gave up and decided to close 
factory, was told by a union organise 
should not be allowed to leave Korea u 
had repaid all the profits it had ever m 
there. A British bank has to pay its Ko 
staff at London rates—in a country wi 
quarter of Britain's GNP per person, ~ 

These are exceptions: in general, better 
wages and conditions have tempered union 
demands. Yet the government has not ke 
its cool. After letting unions run too loo: 








































overnment has now got too tough. Riot po- 
ice, and occasionally tear gas, have been 
sed to break up illegal strikes, most recently 
t KBs, the government television station, 
nd at Hyundai Heavy Industry's vast ship- 
ards in Ulsan. It makes for exciting televi- 
ion; but it has also set off a wave of sympa- 
hy strikes in other companies. 

|. Sothe alarmists have plenty to point to. 
-But the economy's basics are against them. 
rean industry worked hard last year to 
atch productivity gains to the higher 
wes, only to be clobbered by a cheapening 
en (which makes it harder for Korea to un- 
lercut Japanese exports to America). 
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China and its neighbours 
















L9 ESIDES America, the oniy country Ja- 
A pan can never say “no” to is China, its 
cultural mentor and neighbour. Embarrass- 
ngly, Japan is caught in diplomatic crossfire 
between the two countries it is most sensi- 
‘ive about. The Japanese are eager to renew 
'elations with China, which have been in 
imbo since the Tiananmen Square massa- 


Americans, who are grumpy enough over 
heir trade grievances with Japan. 

One camp in the Japanese government 
aligning itself with America and Europe: 
anting China to improve its record on. hu- 








Handle with respect 


cre a year ago. Yet to do so would upset the 





are reviving fast. Ín the second quarter of 
1990, says Korea's chaniber of commerce, 
exports of ships will be twice what they were 
in the same period last year; car exports will 
start to rise again after a disastrous first 
quarter; and exports of televisions and other 
electronics goods will be up 896 on last year. 
Inflation will probably be 896 in 1990. But 
the government now reckons the economy 
will grow by 7% in real terms. Dull, maybe, 
after two earlier years of double-digit 
growth, but it is higher than Korea’s average 
over the past 30 years. If Mr Roh towels him- 
self down, he has a lot to work with. 


F or the neighbours, China is too big not to do business with, even when it is 
being nasty. Here are reports on how J apan and Taiwan are dealing with 
the Middle Kingdom after Tiananmen. 


ur Tokyo correspondent first 


hoped that the year-old informal agreement 


among the democracies to freeze most loans 


to China would be eased at the Asian Devel- 
opment Bank's annual meeting, which was 
held in Delhi last week. In 1988 Japan 
agreed to lend China Y810 billion (worth 
$5.9 billion at the tíme), spread over six 


years, for development work. The cash, 


which was due to start flowing this April, 
has been frozen. So has some $490m of ADB 
money. It stays frozen, despite efforts by the 
Japanese finance minister, Mr  Ryutaro 
Hashimoto, to get his western counterparts 
to go easy on China. 

The United States has supported two. 
World Bank loans, amounting to $100m, for 
China's basic needs. However, the Ameri- 
cans remain angry over China's conserva- 
tive crackdown, and continue to block any 
resumption of development loans. Pressed 
by Congress, the Bush administration may 





Now things are turning around. Exports - 







tu nth. T j 
tial tariffs for some $12 billior 
exports, mainly textiles and to 
Americans act, China will want to expand. 
its trade with Japan significantly. 

Until recently, Japan's lobbyists for 
China were a lonely lot: mainly foreign-min- 
istry men concerned with Asian affairs. 
Lately they have been joined by a noisier 
bunch from the Ministry of International 
Trade and Industry (Miri), along with some 
senior politicians. The lobbyists have been 
pressing China's case since the beginning of 
the year, when martial law in Beijing was 
lifted. Informal talks even started between 
the two governments on the ¥810 billion 
loan package. 

Having assessed European and Ameri- 
can feeling on the matter, the conciliators 
have become more circumspect. MITI has put 
together a group of some 120 Japanese com- 
panies and trade associations that are keen 
to invest in China. The suggestion to do tk* 
came not from Japanese industry, but fro 
China. So did the invitation to Mr Michio 
Watanabe, a senior ruling-party politician. 
He was in China last week visiting factories 
as a guest of the Chinese government. Mr 
Watanabe is polishing his credentials as a 
statesman, looking forward to making a bid 
for the party leadership when Mr Kaifu re- 





















- linquishes office. 


Meanwhile, the men from MITI prod- 
ded by trade officials in China, have been 


reminding everyone that the sanctions con- 


cern only government loans and high-level 
official contacts, not private investment or 
trade. Trade rose slightly last year to $19.5 
billion. Investment by Japanese firms in 


China all but doubled last year, rising from 


$275m in 1988 to $440m in 1989. Japanese 


. firms now have more than 1,000 joint ven- 


tures with the Chinese. | 

_. They are not alone. Western companies 
have been just as steadfast about. their 
China business America’s McDonne" 
Douglas announced that it is assembling 2. 
of its MD-82 airliners in Shanghai. AT&T and 


- another American company, Network Sys- 


tems, recently formed a joint venture with 
two Chinese firms to make optical commu- 
nications equipment in Shanghai. Volks- 
wagen is investing a further $900m to ex- 
pand its car venture in Jilin province. 

But China has been at its most skilful in 
handling the Japanese. Japan's atrocities in 
China during the 1930s and 1940s have pro- 
vided the Middle Kingdom with the means 
for moral blackmail, The Japanese authori- 
ties caved in quickly enough. when China 
demanded that Mr Zhang Zhenhai, a Chi- 
nese national who hijacked an airliner to Ja- 
pan in December, be returned. That was. 
China as tough guy. Euh 





As nice guy, China | has offered to help 


Japan with its boat-people problem. Half the 


3,500 boat-people who made it to Japan last 












| year were ELS to bé economic m 
from China rather than refugees from Viet- 
nam. The Japanese authorities are grateful 
that China has quietly agreed 


to take them 
back. With another saili ing season starting, 














ugee nightmare. Econor 
the magic of Chinese 


prime minister: & jas announce 

may soon have an office in Taipei to to "ex- 

pand people-to-p eople contacts", provided 

Taiwan i is allowed a similar office in Beijing. 
Does this not break Taiwan’s famous “three 


»es": no contact, no negotiation and no 


compromise with the "bandit regime" that 
expelled Chiang Kai-shek's Kuomintang 
government from the mainland 40 years 
ago? Of course not, says Mr Shih. Because 
the offices will be "private" (a contradiction 
in terms, perhaps, for communist represen- 
tatives), they will not offend Kuomintang 
ma. 

Such Jesuitic skills have become com- 
monplace among Taiwan’s politicians since 
the late President Chiang Ching-kuo 
(Chiang Kai-shek’s son) started allowing 
Taiwanese to visit their relations on the 
mainland in November 1987. The liberalism 
has been sustained by Chiang Ching-kuo’s 
successor, President Lee Teng-hui. Last year 
some 500 ,000 people living in Taiwan vis- 
ited China. The prediction this year is for 
1m, enough to suggest that many of these 

"mainland relations" are convenient 


fictions. After Taiwan's decision last month 

at elected politicians may visit China, only 
—. Vil servants and military men still may not. 
It is now easy to send mail between the 
mainland and Taiwan, even to make tele- 
phone calls. — 
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erting x some es = " 






would not be allowed to broadcast from Tai- 


- And the three noes? Travellers have to 
pass through an intermediate point, such as 
Hongkong, Manila or Singapore. The Red 
Cross handles the mail and sends it via 


. Hongkong, so the Kuomintang’s ideological 


purity is not sullied. 
Yet the hair-splitting will eventually 


"have to end. The driving force is economic. 
— Taiwan's businessmen want to escape the is- 
- land's labour shortage, strong currency (a 


56% : appreciation against the American dol- 
lar in the past five years) and its increasingly 
vocal environmental lobby. i 

‘Last month Mr Wang Yung-ching, boss 
of Formosa Plastics Group and probably 
Taiwan's richest man, was in Beijing on his 
fifth "secret" visit to the mainland this year. 
He plans to build a $7 billion petrochemical 
complex i in Xiamen, just opposite Taiwan. If 
it happens—and Taiwanese newspapers 
were predicting this week that it wowo- Mi 
Wang’s investment will join around 1,00€ 





 Taiwan-backed projects in China worth, as 


the Chinese government counts it, at least 
$1 billion. Last year China approved 552 
Taiwanese investments, with a promised 
value of $437m. Trade amounted to $3.8 bil- 
lion, 2896 above the 1988 figure. After a 
post-Tiananmen hiatus, Taiwan's business- 
men are once again swarming through 
Fujian and Guangdong provinces. 

Could anything now deter them, and 
give meaning to the three noes? It seems un- 
likely. True, the Taiwanese authorities occa- 
sionally profess a worry that the island’s 

oming economy is becoming too involved 
in the affairs of the mainland. But Mr Fred- 
erick Chien, the outgoing chairman of Tai- 
wan's Council for Economic Planning and 


Development, has said grudgingly, "It's not. 


necessarily a bad thing that... Y.C. Wang 
intends to invest in mainland China." The 


government has no plans to prosecute Mr - 


Wang, even though direct investment in the 
mainland is technically illegal: After all, 
what is "direct" for a multinational like For- 
mosa Plastics? 

Last month 14 of the 31 members of the 
Kuomincaiiy s central ‘standing committee 


apparently Proposed ending the “temporary — 


provisions" of Taiwan’s constitution. These 


allow politicians elected on the mainland in - 


1947 to stay in office in Taiwan, purportedl ; 
as China's legitimate government. An i 


tended side-effect of the abolition of these ° 
clauses would. be to decriminalise Mr Deng - 


Xiaoping and the other bandits, and so do 


away with the three noes in word as well a as. 
deed. 


No wonder Taiwan is. playing bos its... 


support, financial and logistic; for the God- 


dess of Democracy, the French-backed ship 
that is heading towards China to broadcast 


messages of dissent to the mainland. This 
week Taiwan announced that the ship 


wanese waters, and urged it to respect inter- 


-. national law about broadcasting mm the 


| China’ s permission. | 


Biting the hand 


ofi it. A workshop was pulled down and 


Empty lunch pails in Peshawar 













































refuse a berth to the fugi 
it doubtless wants them to sail aw 
as possible. p 





Afghanistan 


that feeds them. 


FROM A GORRESPONDENT IN PESHAWAR 


HE crowd that destroyed a jest er 
tre near Peshawar made a thorou 


i+ 


metal walls and roof taken away. N 
vehicles were stolen or destroyed. 
than 175 tons of milk powder was stolen 
chicken farm was ruined: 2,500 unfortuna 
birds were removed, suffocating in plasti 
bags. Even the trees around the centre wet 
cut down and carted off. P 

The centre belongs to a charity called 
Shelter Now International, which is sup- 
ported by money from America and Austra- 
lia. Its losses from the pillage amount to 
$900,000, and it is wondering whether it can 
carry on in Peshawar, the Pakistani border 
town that is host to many thousands of Af 
ghan refugees. The plundered centre was 
built up over seven years for the very people 
who destroyed it. 

The crowd of several thousand was 
drged on by a rabble-rousing preacher wh 
said that members of Shelter Now had mi 
behaved with women at a community centr 
run by the charity. A school and two clinic: 
were also ransacked. It is widely believed 
among refugee workers that the atta 
which took place late last month, was ir 1 














































ated by followers of Mr ( 


ighting the Kabul regime from the security 
Xf Peshawar, he is the most anti-American. 

^ Anti-western feeling is undoubtedly 
srowing among the refugees. More than a 


shanistan, but the Soviet-backed President 
Najibullah remains in power and the refu- 
gees show little inclination to return home. 
is easy to persuade them that the West is 
lluding with the Russians to stop a funda- 
ntalist Islamic government-in-exile from 
ing over. The Pathan propensity for loot- 
g makes attacks on aid centres that niuch 
ore attractive. 

. Banditry may have been behind 2 an at- 
ck on a hospital near Faizabad in northern 
fghanistan on April 28th, in which a 
hman working for the aid group 
édecins sans Frontiéres was shot dead. 
aizabad is in an area controlled by the 


; uth-East Asia 
nanny retires 


J OU don't hear much talk of peace divi- 
L dends in South-East Asia. One result of 
ie likely reduction of American forces in 
e region is that the countries of the Asso- 
eiation of South-East Asian Nations, ASEAN, 
"are worrying about how best to defend 
_ themselves. Their defence ministries cringe 
-the term "arms race”. But, with the ex- 
. ception of the. Philippines, all are strength- 
ening their armed forces. 
— What has concentrated the region's mil- 
itary minds is the thought that the Ameri- 
cans may have to give up their bases in the 
Philippines. Negotiations over the bases, 


ee tis den nanc 


ludir ing. oaibh ps 
be 


ore. But bass i “ill nidos 





Hekmatyar. Of the mujahec idin nue | 


ear has passed since the Russians left Af- 


€ leases run out next year, are due to 
rt on May 14th. The Americans want to 
hs. but they are not willing to pay any as- 


: close at 






rawing all its workers 


ing medical teams, vaccinations and training 
since 1980. 
The attacks on westerners probably 


help Mr Najibullah's cause. They make the — 


mujaheddin seem increasingly wild, while 
the president. plays the moderate willing to 
listen to. any reasonable proposal. He re- 
cently declared that his ruling Democratic 
Popular party had never been communist, 
and he appeared to applaud developments 
in Eastern Europe. In an interview with an 
Egyptian newspaper published this week, he 
said he would step down if his. party lost an 
election. held under UN supervision. The 
Americans, mistrustful of any election held 
while he is still in office, want him to step 
down beforehand. That he won't do. 



































hand in strength to provide the protection 
of the past 40 years—and to help keep 
South-East Asians' own defence bills down. 
Thailand has the longest shopping list 
for self-protection. It has 18 American F-16 
fighters in service and its air force hopes to 
modernise its other squadrons. The Thai 
navy is about to take delivery of six frigates 
built in China. It is said to be in the market 
for a helicopter carrier and several subma- 
rines. The Thais hope to buy 300 tanks no 
longer wanted by the Americans. Malaysia is 
equipping its air force with Tornado fight- 
ers. Indonesia and Singapore have chosen F- 
16s. Last year Singapore acquired six missile- 
carrying corvettes. It plans to add to its 
minesweeper force in the Malacca Strait. 
= What are these countries. keeping up 
their fists against? The Vietnamese, known 
as the Prussians of South-East Asia, can still 
cause.a fright, but they are in reluctant re- 


treat from Cambodia. The Soviet Union is 


| Arms and the Asian n man 


Latest available figures 


pollici and obey are mixed,” a oki: F Bayi in 
man for the Frenc h group. said on May 8th: 
The group is with 


from Afghanistan, where it has been provid- 








gents have given up, except those in the 


| Phibppines and Cambodia. 


| Yet South-East Ásia contains an alarm- 


^ ing. array of national, religious and ethnic 


tensions. What would happen if these ten- 
sions flared into unneighbourly hostility, 
perhaps triggered by a downturn in the re- 


. gion's prosperity? Would Sabah and Sara- 


wak, the eastern states of Malaysia, which 
contribute much of their natural wealth to 
develop peninsular Malaysia, be tempted to 
try to break away from the. federation! 
Could instability in the Philippines affect 
bystanders? What will happen in Indonesia 
when President Suharto goes! (When his 
predecessor, Sukarno, fell in 1965 the result 
was 500,000 dead in Indonesia and armed 
skirmishes with Malaysia and Singapore.) 

. Thailand is worried about the mighty 
Indians, who it fears want to extend their 


influence as far as South-East Asia. India has 


.17 submarines, and is building its third air- - 


craft carrier. It has strengthened its bases o 
the Andaman islands and is said to be buila- 
ing new ones on the Nicobars. Perhaps 
quirkily, Thailand last week proposed joint 
naval exercises with Japan (whose refusal did 
not prevent lots of regional shudders). More 
seriously, Thailand hopes to strengthen its 
ties with China. This puts it at odds with 
other ASEAN members, which tend to see 
China as a bigger threat than India. 

Mr Lee Hsien Loong, the son of Singa- 
pore's prime minister, has said that, after 
Tiananmen, “it can no longer be assumed 
that China's path to modernisation and 
development will be a smooth and untrou- 
bled one." China's Liberation Army Daily 
recently accused Vietnam of causing trouble 
by inviting foreign companies to prospect 
for oil around the Spratly islands. These tiny 
islands, to which China, Vietnam, Malaysia 
and the Philippines all have claims, are a 
possible powder keg. Vietnam and China 
came to blows over them in 1988. “If, o 
when, we find major oil reserves there, à à 
hell might break loose," says an oil company 
executive. Án America no longer on the re- 
gional beat would be greatly missed. 








AMERICAN SURVEY 


Let the dealing begin 


WASHINGTON, DC 


fou with the budget deficit 
had bred contempt: people were bored 
with eight years of unfulfilled predictions of 
doom. Earlier this year budget insiders were 
saying that the combination of gently falling 
deficits (at least as a proportion of GNP), 
President Bush's no-new-tax pledge and the 
congressional election in November ruled 
out anything more than the usual gimmicky 
"udget fix. But on May 5th Mr Bush pro- 

osed a budget meeting with Congress that 
would have no preconditions on either side. 
Formal discussions begin next week. All 
eyes will then be on the struggle to get the 
thirsty budget horse to drink the purifying 
water of a budget deal. 

Drawing attention to the deficit looks, 
at first glance, an odd tactic for Mr Bush. 
His poll ratings are uniformly high. After 
slowing to a crawl late last year, the economy 
seems to be bouncing back. In the first quar- 
ter of 1990 it grew at an annual rate of more 
than 296: not robust, but enough to suggest 
that there is little risk of the seven-year-long 
expansion petering out. Inflation, though 
stubbornly stuck at about 596, is not high 
enough to worry the voters. And Mr Bush 
has plenty of political advisers telling him 
that hostility to tax increases is not only the 
Republicans’ strongest electoral card but 
one of the few things that sharply 
distinguishes them from the Democrats. 


Against this, the budget outlook is de- — 


eriorating. In January the administration 
optimistically forecast the deficit for fiscal 
1991, which starts on October 1st, at just 
over $100 billion. This would have meant 
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that a cut of $36 billion would meet the 
Gramm-Rudman deficit target of $64 bil- 
lion. But both personal and corporate tax 
receipts have been running below the fore- 
cast. Interest rates have gone up, especially 
on long-term debt. This week’s big Trea- 
sury-note auction saw yields rise to 8.75%, 
two full points above the administration's 
January forecast. The budget director, Mr 
Richard Darman, now admits that the 1991 
deficit will be at least $120 billion. The Con- 
gressional Budget Office is talking of $160 
billion or more. 

With numbers like these, neither the 
House of Representatives’ resolution (cut- 
ting the 1991 deficit by $36 billion) nor a 
Senate committee's resolution (cutting it by 
$43 billion) would meet the $64 billion tar- 
get. In any event, both resolutions had gap- 
ing holes: $13.9 billion in unspecified reve- 
nue increases; $6 billion in user fees. 
Automatic Gramm-Rudman spending cuts 
divided equally between defence and domes- 
tic programmes are the alternative to an 
agreement. But the cuts, at this rate, would 
be around $55 billion-60 billion, at least 
twice last year's. This is the case for a deal. 












The case has always been there. What is 
new are the demands on world savings now 
coming from Eastern Europe. Interest rates 
are rising everywhere, and a deficit-ridden 
America cannot escape the impact. Though 
the high inflation figures in the first quarter 
will be followed by lower ones, economists at 
the Federal Reserve reckon that the core 
rate of inflation has risen a shade in the past 
six months—and that it is impossible to sta- 
bilise it at its current level. Many economists 
are arguing for a tighter monetary policy. 

The Fed may well decide to leave things 
as they are; it too is worried about the effects 
of rising interest rates. Corporate profits 
have slumped. And though company debt 
has stopped its exponential growth and in- 
terest costs have stabilised at about 3096 of 
company cash flow, many companies re- 
main vulnerable to interest-rate increases. 
There are also fears in both the Fed and the 
administration about a possible shortage of 
credit, as regulators rein in banks that have 
over-exposed themselves to property loans. 
Some restraint by the banks is long overdue. 
But it will be several months before it is clear 
whether this has led to a general tightening 
of credit—and by then a capital-spending 
slump could have tipped the economy into 
recession. 

The government has its own financing 
headache, with the savings-and-loan bail- 
out. Having ignored the problem for years, 
many commentators are now exaggerating 
both its cost, by adding in all interest costs 
over 30 years, and its effects, by not 
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TERRA that most of he damage lias 
been done already. Making gcod on deposit 
nsurance will not itself eat into America’s 
savings, which is why it is right to exclude 
the budget costs from the Gramm-Rudman 
totals. Nevertheless the money (including 
ip to $50 billion of working capital) has to 
þe raised in the markets. Mr Darman re 
- marked on May Ist that there was a limit to 
how much debt the capital markets could 
absorb on reasonable terms. 














to keep interest rates as low as possible. Any 
lingering doubt that cutting the budget defi- 
zit is the best way to do this was removed by 
he immediate slump in the bond market 
Rat greeted March's budget deficit of $53 


billion, $13 billion more than expected. - 
Vill the horse drink? 


it is one thing to agree that deficit reduction 
às an urgent priority, another to do it. Too 
` much should not be made of Mr Bush's 

| slight relaxation of his no-new-tax pledge. 

le has done no more than allow the idea of 
x increases to be put on the table. The ad- 

inistration remains adamantly opposed to 
an increase in income tax. The door may be 
open for increased taxes on petrol, ciga- 
rettes, alcohol. But many states are looking 
to these taxes to raise revenue for them- 






































California's drought 


The people who- 
live in a desert 


CYOUTHERN Californians may soon be 
tJ forced to accept something that they like 
to ignore: their home is a desert. For years 
aqueducts stretching east to the Colo- 
rado River and north to the Sierra Ne- 
vada -mountairis have supplied 
enough water to serve the burgeoning 
megalopolis. But ; as-a fourth consecu- 
tive dry rainy season draws to a 
close—and as planners calculate the. 
dire effects of a fifth—-water rationing 
is suddenly on the agenda. © 

Steep reductions - have already 
been imposed farther north, along the 
central Californian coast from Santa . 
Barbara to the southern frin ves of th 












age growth, cities ‘there. uc ot t 
tap into the State Water Project, a net- 
work of aqueducts that car; | 
from the northern Valer ; 





Bway. The nendum i 
-5096 shortfall in wate 
pods dependin 
Santa Barbara: ha 
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-All these worries point to one chief ai aim: - 


selves. If the administration is serious about 





























passing the burden of government to the 
states, it. cannot preempt their sources of 
tax revenue. Finding, and disguising, some- 
thing like $25 billion-30 billion. in extra 
taxes next year will be tough. 

The spending side of the bud is not 
much easier. The House, the Senate.and the 
Pentagon are engaged in a bruising three- 


way row over the defence budget. Congres- 


sional Democrats are keen to find more 





cutting back: officials have banned water- 
ing, prompting some residents to spray their 


parched. lawns with green paint. 


The day of reckoning is dawning in San 
Francisco, which also relies on reservoirs in 
the Sierra Nevada. With those reservoirs at 
a historic low, the city has for the first time 
runa pipeline to the State Water Project. 
The 15m people who live in the Los An- 
geles-San Diego conurbation rely on the far- 
thest-flung network of aqueducts. They 





| id to iP on the table, it it may no ee be 


better. 





or education, the 






fanciful to contemplate social-security (old- 
age pension) cuts. But that could revive Sen- 
ator Daniel Patrick Moynihan's plan to cut 
payroll taxes, making the deficit worse, not 


Other complications loom. Experienced 
budget hands, such as Republican Senator 
Pete Domenici, say that no deal is worth ne- 
gotiating unless it covers several years. Some 
of them also want changes in the budget 
procedure: tightening Gramm-Rudman tar- 
gets or giving the president line-item veto 
powers. The administration still wants a cut 
in the capital-gains tax that many Demo- 


crats are determined to resist. The Trea- 


sury's debt ceiling may be reached in July, 
giving mischievous senators plenty of scope 
for obstructionism. 

The biggest problem for Republicans 
and Democrats could be apportioning 
blame for the unpopular decisions that will... 
have to be taken if there is indeed to be’ 
budget deal. Everybody would love to see an 
agreement emerge, by miraculous consen- 
sus, that none of them could be blamed for. 
In an election year sticking to such a consen- 
sus would require improbable restraint from 
campaign managers. 






have enough water at least until the end of 
the year. Nonetheless Mr Tom Bradley, Los 
Angeles’s mayor, is taking precautions. On 
May 2nd he proposed a mandatory ration- 
ing plan for his city under which households 
would have to reduce their consumption to 
10% below their 1986 level or face steeply 
escalating costs and an eventual cut-off. The 
plan has to be approved by the city council, 
most of whose members support it. Most of 
them add that Los Angeles should not act 
alone. 
But water planners i in other cities 
in southern California. have shunry 
-the notion of adopting politically u 
popular rationing in a year when there 
| is not expected to be a shortage. In- 
1. stead they have called for voluntary 
conservation. Yet without a 1096 cut 
in consumption this year, southern 
Californians could face much deeper 
cuts next year. Sparse winter rains are 
only part of the problem. Other once- 
dependable sources are dwindling as 
well, most notably, the Colorado 
River. 
1 Since the completion of the 242- 
. mile-long Colorado River aqueduct in 
1941, the metropolitan water district 
of southern California has drawn as 
much water as it can pump from the 
Colorado— 1.2m acre-feet a year in re- 
cent years, enough to supply roughly 
2. 4m households. But federal courts 
şit southern Cali- 
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It’s farmers who waste water, not townies with swimming pools 


fornia have a right to claim no more than 
550,000 acre-feet a year, a limit the region 
will have to live with now that other states 
along the river, particularly Arizona, are 
stepping forward to take their full share. 
In another blow to Los Angeles, Califor- 
ian courts concluded last year that the city 
must cut back diversions from another tra- 
ditional source: Owens Valley. In the early 
part of this century, city planners bought 
water rights in the valley, which is fed by Si- 
erra streams, and built a 233-mile aqueduct 
to bring the water south. But, after a long 
fight, the courts ruled that the diversion has 
endangered trout in the mountain streams 
and birds in much-depleted Mono Lake. 
Meanwhile, even as water supplies dwindle, 
southern California’s population continues 
to grow at the rate of about 3m people every 
ten years. 


Farmers are the sinful ones 


All of which leaves southern Calfornia’s wa- 
ter prospects looking pretty bleak. Plans like 
Mr Bradley’s—which is mainly symbolic— 
are only part of the solution. Apart from 
new civil-engineering projects—which are 
expensive, slow, and would be opposed ev- 

ry step of the way by environmentalists— 
8... water consumption holds the 
key to urban water needs. City-dwellers con- 
sume just 996 of all the water in the state; 
industry takes another 696. The rest is 
lapped up by farmers. 

Much of what they use is wasted. Civen 
the federally-subsidised price that farmers 
pay for their water, even the most elemen- 
tary conservation measures, such as lining 
earthen irrigation ditches with concrete, are 
not cost-efficient. Most farmers are charged 
$5-10 an acre-foot for water; city-dwellers 
pay as much as $250. 

Farmers transform their cheap water 
into $16 billion-worth of crops. But their 
output represents less than 396 of the state's 
overall economy. And a disproportionate 
share of the water used by agribusiness is fed 
to low-value crops. Each year more water is 
sprayed on to pasture land than is consumed 
by the urban areas of southern California 
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and the Bay Area combined, all to produce 
beef that is worth less than $100m a year. 
As the state's city-dwellers cope with 
dead lawns and abbreviated showers this 
summer, they are likely to take a sharper 
look at agribusiness. Los Angeles has al- 
ready negotiated a deal with farmers in Im- 


isation of the valley's irrigation system in 


return for rights to the water saved. The - 
leakage through earthen canals and poor - 


valves in the valley amounts to an esti 


350,000 acre-feet a year, about half of the 


total annual consumption of Los Angeles it- 
self. The improvements are expected to save 


at least 100,000 acre-feet. The project will — 
cost the city less than $200m over the 35- 
year life of the agreement, bringing the cost - 
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perial Valley. The city will pay for modern- — 


, 
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of water saved to $128 an acre-foot, a rela- _ 


tive bargain. 

Visionaries are searching for new 
sources of water. Plans for desalination 
plants along the coast are being reconsid- 
ered, as are plans to recycle partially-treated 
"grey water" to irrigate parks and golf 
courses. One of the most grandi 
improbable—plans calls for an aqueduct 
stretching all the way to the Pacific north- 
west, where the Columbia River disgorges 
Im gallons of fresh water a second into the 
Pacific Ocean. ""Wasteful and sinful,” says 
one dry Californian. 





All-women colleges 


Better dead 
than co-ed 


SAN FRANCISCO 


TAFE mO and gnashing their teeth, 
students at Mills College, Oakland, 
California, protest against the entry of men. 
Enrolment at this all-women college (fees 
$17,000 a year) has been dropping, so the 
trustees decided to admit men undergradu- 
ates from the autumn of 1991. So abhorrent 
is this prospect to students who treasure the 
college's 138-year feminist tradition and 
their own exclusive academic world that, on 
May 4th, they took control of their sprawl- 
ing campus, barring the way to the adminis- 





Men are not as bad as all that 


tration and the faculty alike. 

"It's not that we don't like men," said 
one senior student. “But in an all-female col- 
lege women . . . learn to speak up on their 
own." Research done at Harvard shows that 
male students have a pronounced tendency 
to interrupt their female classmates in class 
discussion, and that professors blandly ac- 
cept this male dominance. 

A sympathetic faculty at Mills has voted 
to support the student rebellion, promising 
to work harder and teach longer, without 
pay increases, if the evil day can be post- 
poned for five years or so. Exams, due to 
start on May 11th, have been made optional 


so that missing them will not hurt a stu- | 


dent's grades. Graduation, on May 20th, 
will somehow take place. 

The alumnae, powerful and outraged, 
may show their disapproval by giving less 


money: their threat could nudge the trustees — 

into postponing the plan. The trustees’ aim — 

was to raise the number of students from 

around 775 to at least 1,000. The total num- — 

ber of college-age Americans will m 5 
o 


sharply over the next five years (th 
much less in California than elsewhere) and 
studies show that only 2-3% of female high- 


school graduates want to go on to an all- 


women college. 


In 1960 America had 298 all-women col _ 
leges; now there are only 93. At oneof these, 
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Wellesley, outside Boston, a group of 150 ( 


students (out of 2,000) has voiced "outrage" — 


at the invitation given to Mrs Barbara Bush 
to be their 1990 commencement (gradua- 
tion) speaker. The choice, they said, contra- 
dicted Wellesley’s insistence that women 
should be honoured for themselves, not for 
their husbands. Their protest may be stilled 
if tentative plans materialise for Mrs Raisa 
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Gorbachev to accompany Mrs Bush— 
which the timing of the Washington summit 
makes possible. The presence of two such il- 
lustrious wives might make even Wellesley 
feminists pause. 

Mrs Bush good-humouredly said that 
the protesting students were “very reason- 
able” but were looking at life from the van- 
tage-point of youth. The president's wife 
does not do badly from her own vantage- 
point. On May 8th she was the most promi- 
nent North American at the inauguration of 
Costa Rica's President Angel Calderon. 
"Our wives are much more popular than we 
are," gushed Mr Calderon. "How come we 
are not presidents?" Mrs Bush replied. 





Rabies 


A bridge too far 


SLAUGHTER of sorts is going on 

along New Jersey's western border with 
Pennsylvania. Since January more than 860 
animals, mostly racoons and skunks that 
were behaving aggressively, have been killed 
and had their heads shipped to Trenton, the 
state's capital, for testing. At least 68 of 
them have turned out to be infected with 
rabies. 

New Jersey had hoped that the natural 
barrier of the Delaware river would protect 
it from an epidemic of rabies among wildlife 
that has been fanning out from Virginia and 
West Virginia since the late 1970s (see map). 
The hope faded when a rabid racoon was 
found in the state last winter. Since then 
health officials have tracked rabid wildlife 
pori north towards the border with New 

or 


Should this cause public-health con- 


The spread of racoon rabies 
Biso — 1984 — [1:965 es Oed 
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cern? Perhaps less than it 
does. The disease attracts 
attention because it is 
passed on unpleasantly (a 
bite from a crazed animal), 
because it is fatal if not 
treated immediately, and 
because earlier medical re- 
sponses were gruesome. 
Nonetheless the chances of 
people dying of the disease 
in America are tiny. There 
were only ten fatal cases in 
the 1980s—a testament to 
public awareness and to 
modern medicine. 
Immunisation must be- 
gin within days of the bite. 
In the past, this involved a 
series of painful injec 
tions—as many as 23 a day 
for a week—into the stomach. This is still 
the case in most poor countries, where many 
people die untreated. But in the United 
States, and other countries that can afford it 
and have access to it, immunisation now 
consists of a few simple, if costly, injections 
into the arm. It is almost always successful. 


Somebody’s fibbing 


PORTLAND 


OINCIDENCE is the food of con- 
spiracy theory. Few coincidences 
are as intriguing as the one between Pres- 
ident Reagan's inauguration and the re- 
lease of the American embassy hostages 
in Tehran the very same day. From time 
to time suggestions surface of negotia- 
tions between the Reagan campaign and 
the Iranians to delay the hostages’ release 
until the election was safely over. 

The latest came this month in a court- 
room in Portland, Oregon, which be- 
musedly found itself host to an old tale of 
spies, secret agents and clandestine go- 
ings-on. On trial for lying to a grand jury 
in a 1988 case was Mr Richard Brenneke, 
who says he worked for the CIA and was 
at a meeting in Paris in 1980 at which Mr 
George Bush and others from the Rea- 
gan campaign negotiated with Iran to de- 
lay the release of the hostages. 

Mr Brenneke was specific. The pilot 
who flew Mr Bush to Paris, he says, was 
Mr Heinrich Rupp, a former Luftwaffe 
pilot and gold dealer, now doing time for 
bank fraud despite Mr Brenneke's wit- 
ness to his character (in the case that led 
to Mr Brenneke's own trial), and the 
aeroplane was a rickety BAC-111. The 
meetings were at the Florida and Crillon 
hotels, he says. 

Mr Brenneke was acquitted of the 
charge of lying. This does not prove that 





Yet rabies is a disease 
that requires watching. Be- 
tween 18,000 and 20,000 
Americans are treated 
against it every year and the 
disease is widespread in ani- 
mals. Rabies is endemic in 
the South; the outbreak 
among racoons in the mid- 
Atlantic states is blamed on 
a few thousand racoons 
that were moved from Flor- 
ida to West Virginia in 
1977 so that they could be 
hunted for sport. Skunks 
carry the disease through- 
out the Midwest and in 
California; bats carry it al- 
most everywhere (although 
they tend not to pass it on 
to other species). It is still 
rare in New England, but among all the 
states only Rhode Island, Vermont and Ha- 
waii—which, like Britain, has the surround- 
ing seas and strict quarantine laws to k 
the disease out—were completely free of 1 
in 1988. 

[n all there were 4,724 reported cases of 


any meeting took place, but does suggest 
that the jury must have thought the gov- 
ernment and the CIA might be lying. Jury 
members said they were swayed by the 
CIA's fondness for "deniability". 

nald Gregg, the current am- 
bassador to South Korea and a former 
aide to Mr Bush, flew in from Seoul to 
say that he had been on holiday in Dela- 
ware on October 19th and 20th and not 
at the supposed meeting, and produced 
photographs to prove it. Mr Brenneke 
trumped him by calling a weather fore- 
caster, who testified that the photo- 
graphs could not have been taken in Del- 
aware that day because the weather was 
different. Mr Gregg's credibility has 
never quite recovered from his claim, 
during confirmation hearings, that a di- 
ary reference to a meeting with Mr Bush 
at the height of the Iran-contra affair 
about "resupply of contras" should have 
read “resupply of copters". 

One might have thought it would be 
easy to prove that Mr Bush was not in 
Paris three weeks before his election as 
vice-president, when he was presumably 
on the campaign trail, but there does 
seem to be a brief window of "down- 
time" in his schedule that the suspicious 
might fill with a quick trip to Paris. The 
Secret Service agents guarding Mr Bush 
at the time say he never left the country. 
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abies in America in 1988 
in 1987. The good news in this figure is that 
fewer than 2096 of the reported cases were 
among domestic animals. lt is through 
these, especially cats and dogs, that rabies is 
typically transmitted from. wild animals to 
humans. x 

The cascading ‘of 
that Americans began 
1950s has thrown 
chief of rabies resea 
Disease Control, ca 
around humans. 
immunise wildlife 
completely eradicate 
by lacing chicken heac 
| dropping them from. 
eas, Federal and stati 
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-ear of farming 


MINNEAPOLIS 


OOR polluted cows. First scientists de- - 
cide that their embarrassing flatulence, — 
blasting 60m tons of methane gas into the 


atmosphere each year, is adding to the 


greenhouse effect (should they be issued. 
with catalytic converters or what?) Then a. 


group of environmentalists joins with state 
governments to argue that 
boosted milk is a threat to us all. 

Bovine somatotropin (BST) is a geneti- 
cally-engineered hormone protein that can 
increase a cow's milk output by a quarter. It 
is almost identical to a hormone found natu- 
rally in cows. The Food and Drug Adminis- 
tration, which says that BST does not hurt 
humans, is expected to approve it for use 


next year. Milk-producing states are trying. 


ty stop it. 
Minnesota and Wisconsin which be- 











bout hee same as 


hormone- : 





tween them produce one-quarter of Ameri- 


ca's milk, have come out strongly against us- 
ing BST. Minnesota acted first, passing a law 
last month to ban the hormone until June | 
1991. Since the legislators did not fancy a 
flood of milk from next door, the law was 
designed not to become effective until a sim- 
ilar one was passed in Wisconsin, which it 


duly was a day later (thus making Wisconsin, | 
on-a technicality, the first state to prohibit T. 


any genetically-engineered product). 


_ Other states have been less rms LE: a 
year Massachusetts passed a non-binding y 
resolution opposing the hormone's use. Af- 
ter the Minnesota-Wisconsin alliance, Ver- 
mont began studying BST, though it has so. 
far avoided a ban. A bill fora three-year han 3 


has been introduced in New York. 
State legislators ate mue 
about the damage the hormone 
than about the fact that its bs 
more milk to the milk- lake, an 
small farmers. More milk means k 
eral-support prices; lower prices: m 
fewer—and bigger—farms. Protecting 


farms is an unassailable proposition. for li 
- politicians. 


The hormone has i its supporters, mad 


_ing Mr Clayton Yeutter, the secretary of ag- 
.Ticulture, many university scientists, and the 


conservative Farm Bureau Federation. They 
argue that more milk at lower cost is just 


What the small farm needs to survive. The 
developers of the hormone—Monsanto, ^. 
American. Cyanamid, Eli Lilly and Up | 
john—have their ris interest. They. have à. 
already invested at least $500m i inBST. 9 
— .But the debate . goes well beyond the- 


dairy herds. On its outcome hangs the fu- 
ture of many other 






The anti-BsT coalition forms | part ‘of a move- 
ment to rein in genetic engineering, which it 


finds an affront to nature and a threat to 
health and the environment. Led by Mr 
Jeremy Rifkin, president of the Foundation _ 


on Economic Trends, the coalition attracts 
| scientists, environmentalists, animal- 


and, above all, consumers. 


redeeming social value, that it will 
produce cancer in humans (the other 


hormones as estrogen and testoster- 


across species). Whatever the truth, 
jittery companies are right to fret 


ber of large supermarket chains and 
other retail companies are refusing to 


injected with the hormone. 
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: genetically-engineered 
hormones (including, perhaps, one that 
might stop cows producing so much gas). = 


welfare people, politicians, farmers 
Mr Rifkin says that BST is. idcm: ! 


- _ cripple cattle and that there is a scien- - 
tific basis: for believing that it may . 


side says that BST should not be con- 
fused with such controversial steroid - 
one which, unlike BST, are active - 


about consumers’ reaction. A num- ` 


sell milk or dairy products from cows - 


| WASHINGTON, DC 


.newed for a second season? Or will 
. the creepy goings-on in the epony- 
mous north-west town end as another ~ 


formed baby)—are not the stuff of- 
mainstream television. Mr Lynch’ 
-. likes to conjure up a bucolic middle- 


-hold hands below the surface. + 
of characters who move in and out: 
. a story loosely tied to the search for 
_ the killer of a high-school sweetheart 
= who was Not The Nice Girl She 
Seemed. The townsfolk drift on boat 
brothel. 
brought in to solve the case, pigs 
- assisted by Albert, a forensic 
not let him drill into her skull. 


ings (its third weekly showing ga 


bring America more offbeat prime 
.time material, such as a cop ser 

























l pay in television k ry 









over-hyped flash in the pan? : 

The decision is up to Mr Robert - 
Iger, the president of ABC television, - 
who commissioned the series from: 
Mr David Lynch, a director whose- 
feature films—such as “Blue Velvet" 
(the one with the severed ear) and - 
"Eraserhead" (the one with the de- 

































America where evil and weirdness 


In "Twin Peaks" he created z cast : 


over the border to a. args 
The hero, an FB. 


into. a tape recorder, . dreamin 
dancing dwarfs who talk funny. Hi 


who is cross when the girl's famil " 

So far, the drop in the show 
id of the available * television ui 
ted People (in Britain the BBC. : 
bought the series). But viewer figure 
will tell in the-end. Mr Iger will try t 
convince his company that, thoug! 


his audience is not very big, it is 
young and affluent. He is longing to. 


done as a musical. 








































NY® Dinkins - 


4 OUR months 
mayor, Mr 











is giving machine politics a good 
| to be non-politicians; Mr 





think about getting a good 
. ethnic mix. Mr Dinkins does - 
this too, but he also worries. T 
about sex. The top 30 orso |; : aad 
office-holders in his “glori ^ ` 
| ous mosaic" include a bal — 
"ance: of blacks, Hisparics | 
and whites, of Jews and gen- 
. tiles. In addition, more than - 
a quarter of them are 
- «women. And the psychiatrist 
Who serves as the city's men- 
|. tal health commissioner says 
|. he is proud to be homosex- 
ual. 

Mr Dinkins puts to- 
gether his colourful mosaic: 
But the inspiration comes | 
|. from his mentor, Mr Ray- 

"o mond Jones, the first black 

leader in Tammany Hall. A 
subtle mix of slyness and in- 
‘tegrity helped make the 

“Harlem Fox" the citys —— abes 
- most influential black politi- SR JE ML 
- cian from the mid-1940s until his retirement to the Virgin Is- 
- lands in 1970, where he continues to hold court at the age of 90. 
As well as Mr Dinkins, his protégés include two other top black 





















| : Hark to the fox 
~ John Walter, State University of New York Press), Mr Jones is 





: : New York politicians, Mr Percy Sutton and Mr Charles Rangel. - 


'. Ina postcript to his authorised biography ("The Harlem Fox” by | 


'. dismissive of the "race and charisma" tactics of the Rev Jesse 

— Jackson. Glamorous white politicians may hope to reach the top. 

^" with one mighty leap. Blacks are a minority. They cannot per- 

suade enough whites to vote for them unless they have first paid 
MCA KM. ; ~~ help New York cope with its social problems. 


person runs from a constituency that is, for example, 6076 white and 
40% black, then his race becomes a less weighty factor. Unfortunately, 
Reverend Jackson has never been through this process. 


` Mr Dinkins has. Before beating Mr Edward Koch, who was seek- 
ing a fourth term, in the Democratic primary and then Mr Rudi 


Giuliani, the Republican candidate, in the general election last 


^; November to become mayor of New York at the age of 62, he - 
had served a 30-year apprenticeship. He started by sticking post- 


ers in Harlem, gradually moving up to become in turn state 
assemblyman, city clerk and Manhattan borough president. - 
The political machine that powered Mr Dinkins’s climb has 
| rusted, but he has not forgot- 
ten its lessons. His approach 
is a throwback to an earlier 
era— but then so is the popu- 
lation mix in New York. The 
continued flight of the white 
middle classes to the suburbs 
and the upsurge in immigra- 


York a city of hyphenated 
Americans. 

Some of today's immi- 
grants, including many 
South Koreans, Chinese and 
Indians, have no need of a 
friend in City Hall. They ar- 
rive with the capital and 
credit to start businesses of 
their own. 

Other newcomers— 
Bengalis, Haitians—are just 
as much in need of political 
help with housing, health 
and education as the immi- 
grants who crowded into 
New York's Lower East Side 

an | early this century. The 
blacks and Puerto Ricans are no less deserving and no less de- 
manding. Along with feminists, homosexuals and middle-class 
liberals, they form Mr Dinkins’s political base. If the mayor can 


keep this coalition intact he could help other big cities to im- - 


prove the face of their politics: the whites might be less selfish, 
the blacks less ornery, the immigrants less exploited. 

In his reactions to everything from racial fights to the city’s 
fiscal problems, the mayor has shown firmness and sensitivity. 
Yet the odds against his success remain long. The can-do spirit 
that prevailed in America from FpR's New Deal to LBy’s Great 
Society has gone. Neither the federal government in Washing- 
ton nor the state government in Albany is willing to do much to 

So far New Yorkers have shown remarkable tolerance for 
Mr Dinkins. They have forgiven him for breaking his promises 


-not to raise taxes and to put a cop on every subway train. They 


have charitably not drawn parallels between his spending cuts 
and Mr Koch's. But this tolerance will wear thin, and so will his 
coalition, if fiscal difficulties cause Mr Dinkins to disappoint 
those who thought he would change New York for the better. 
The first to desert him will be the city's black and Hispanic poor. 
If an old pol from the Harlem Fox’s consensus school of coali- 
tion-building can’t deliver, they could put their faith in preacher- 
men who are a lot fierier than Mr Jackson. 





tion are again making New 
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Waving, not bargaining 


O THE remaining hostages are not about 
to walk free after all. On May 8th Mr 
Hussein Mussawi, a leader of Hezbollah, the 
"Party of God", said in Beirut that the hos- 
tage question would "face stagnation" for a 
period because of what he called the Ameri- 
cans' negative reaction to the release of Mr 
Robert. Polhill and Mr Frank Reed. Four 
days earlier Iran had said it was halt- 
ing efforts to free more hostages be- 
use America had failed to respond 
to its “goodwill gestures". 

For President George Bush, who 
had been gesticulating as enthusiasti- 
cally as decency allowed, it could not 
have come as a great surprise. The 
hostage-takers and their mentors had 
let it be known from the start of the 
present flurry of contacts that once 
two Americans had been released it 
would be time for some pay-back. 
That would mean, at a minimum, 
America asking Israel to free hun- 
dreds of the prisoners, including 
Sheikh Abdel Karim Obeid, whom it 
has captured in south Lebanon. 

The Israelis, unfortunately, do 
not automatically obey American or- 
ders, and even if they did it would be 
hard for Mr Bush to issue any. Having 
said that kidnappers must not profit 
from their acts, Mr Bush cannot tell 


but "people who tried to cross the Israeli 
border to perpetrate acts of violence against 
our citizens". Israeli leaders of all political 
stripes, together with the chief of staff of the 
armed forces, said the country stood ready 
to make a prisoner exchange provided it in- 
cluded not only the western hostages but 
also the three Israeli servicemen thought to 





2 df o 
'-rael to pay ransom on America's be- = ! 
ilf. Other Americans feel less con- Some say Obeid’s a hostage, too 
strained. On May 6th two senators, 
Mr Robert Dole, who has lately become a be held by Hezbollah. 


critic of Israel, and Mr Daniel Patrick Moy- 
nihan, who has always been a friend, called 
on Israel to free its Lebanese prisoners. 

Neither senator advocates the paying of 
ransom. Their argument is that, like the 
missing westerners, Israel's prisoners are 
"hostages" who were forcibly kidnapped, 
are illegally held, and deserve to be released. 
Israel, said Mr Moynihan, “cannot hold 
hostages against international law, against 
international claims [and] against humani- 
tarian demands." 

Israel angrily denies that there is any 
moral equivalence between its detention of 
the Lebanese prisoners and Hezbollah's ab- 
duction of westerners. The Lebanese prison- 
ers, said Mr Binyamin Netanyahu, the dep- 
uty foreign minister, were not “hostages” 
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In truth, neither Israel's case, nor that of 
the American senators, bears careful scru- 
tiny. Many of the Lebanese prisoners were 
rounded up in south Lebanon's badlands by 
the poorly disciplined Christian militiamen 
of the South Lebanon Army, which is 
armed, trained and advised by Israel. The 
charges against many of these prisoners, had 
any been made, would. not stand up in a 
court of law. On the other hand, some of the 
SLA's prisoners are undoubtedly members of 
Hezbollah and other guerrilla groups fight- 
ing against Israel. And nobody questions 
the fact that Sheikh Obeid, who was ab- 
ducted by Israeli soldiers last July, is an offi- 
cial in Hezbollah, even if his rank is not as 
high as Israel claims. 

In the absence of help from Israel, Mr 





Bush will be hard pushed to find a gesture of 
his own to satisfy both Hezbollah and its Ira- 
nian mentors. Having thanked Iran for its 
help in releasing Mr Reed, and having of- 
fered help to trace three Iranians kidnapped 
by Lebanese Christians in 1982, the United 
States is running out of bargaining chips. 

Some help came from The Hague on 
May 9th. American negotiators at the Iran- 
America Claims Tribunal accepted "in prin- 
ciple” an Iranian offer of some $100m to set- 
tle more than 2,000 small claims made 
against lran after the 1979 revolution. The 
real value of the small claims would have 
been far higher, so the deal benefits Iran. Ie 
also means that the balance of Iranian bank 
deposits frozen by Mr Jimmy Carter 
when he was president, and later set 
aside to finance the tribunal, can now 
be returned. Iran still wants repay- 
ment of the $12 billion it says the 
Shah paid for arms that were never 
delivered. The Americans put the fig- 
ure at under $1 billion. 

Meanwhile, Iranians still find it 
hard to be kind to America. When 
Mr Bush said there could be no im- 
provement in relations until the re- 
maining hostages were freed, the Ira- 
nians called it an example of 
American arrogance. Demonstra- 
tions against the “Great Satan”, ab- 
sent for many weeks, returned to the 
streets of Tehran. On May 6th the 
Speaker of the Iranian parliament 
said American leaders had forgotten 
how much Iranians hated them. 

Ayatollah Khamenei, Ayatollah 
Khomeini's successor as Iran's spiri- 
tual leader, understandably expressed 
outrage at the American decision to 
award a medal to the captain of the 
Vincennes, the ship that shot down 
an Iranian airliner over the Gulf in 1988. 
Less understandable was his indignation at 
America's decision to keep Iran on its list of 
nations that support terrorism. Mr Ali Ak- 
bar Rafsanjani, Iran's supposedly moderate 
president, promised his people that Iran did 
not want better relations with America and 
had made no effort to obtain them. 

Mr Bush is not the only western leader 
who has been put on the spot. The release of 
Mr Polhill and Mr Reed has led to calls on 
Mrs Margaret Thatcher to work harder for 
the release of the three British hostages. Mr 
Reed brought confirmation that Mr John 
McCarthy, a British television journalist, 
and Mr Brian Keenan, the sole Irish hos- 
tage, were alive but kept in blindfolds and 
chains. "The hostages of other nations can 
be freed, why not the British?" demanded 
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the Labour party's foreign-affairs spokes- 


man, Mr Gerald Kaufman. 

Mrs Thatcher is standing by her well- 
worn promise that there can be no surren- 
der to kidnappers. But the line is becoming 
harder to hold. Belgium has high hopes of 
securing the freedom of four of its nationals 
kidnapped from a boat in the Mediterra- 
nean. They are said to be held in Lebanon 
by the Palestinian Abu Nidal group (though 
some say they are in the hands of Libya's 
Colonel Qaddafi) which is demanding the 
release of a Palestinian terrorist, Mr Said 
Nasser, who killed a Jewish child in a gre- 
nade attack on an Antwerp synagogue in 
1980. The Belgian authorities say that, after 
being a model prisoner for ten years, Mr 
Nasser is about to get parole. 





Israel's coalition politics 
Whirligiggery 


FROM OUR ISRAEL CORRESPONDENT 


HIMON PERES and Yitzhak Rabin are 

an odd couple and they have never got 
on especially well. But they have led the Is- 
raeli Labour party, for better or worse, 
through the past six years of coalitions with 
the right-wing Likud party. Theirs has often 
been a trying partnership, and no more so 
than last month when Mr Peres ignomini- 
ously failed, at the last minute, to form a 
Likudless "coalition for peace". 

As a taciturn ex-soldier, Mr Rabin kept 
silent when Mr Peres publicly wept in frus- 
tration. The whirligig of Israeli politics has 
moved on to let the Likud leader, Mr 
Yitzhak Shamir, have his turn at trying to 
form a new government. Now the old rivalry 
inside the Labour party leadership is break- 
ing out again. 

Mr Rabin, who served as defence minis- 
ter from 1984 until the Labour-Likud coali- 
tion fell apart in mid-March, embodies the 
deadlock at the heart of Israel's politics. He 
is tough about the need to crush the Pal- 
estinian uprising, but he sees the need for a 
deal over the West Bank and Gaza. The 
combination made him the link between the 
Labour and Likud parts of the coalition. He 
refuses to deal with the Palestine Liberation 
Organisation, or pull back all the way to Is 
rael's pre-1967 borders. But he worked hard 
in support of the plan by Mr James Baker, 
America's secretary of state, to start talks be- 
tween an [sraeli and a (non-PLO) Palestinian 
delegation in Cairo. 

When the crunch came, the divided co- 
alition could not agree to say Yes to Mr 
Baker, and the government fell. Forming a 
new one is proving to be no easier for Mr 
Shamir than it was for Mr Peres. Weeks of 
haggling seem to bring the aspiring prime 
ministers back to square one: each with the 
support—give or take the odd defector—of 
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60 members of the 120-seat Knesset. Four 
small religious parties, which control 18 
seats in parliament, continue to hold the 
balance between Labour and Likud. They 
tend to prefer grand coalitions involving 
both the big parties. 

So, in this situation, does Mr Rabin. On 
May 9th he tried to persuade a stormy meet- 
ing of the Labour leadership to open negoti- 
ations for another coalition with the Likud, 
under slightly improved terms. He said he 
would be satisfied with a vague commitment 
by the Likud to hold peace talks with the 
Palestinians, without making that difficult 
"Yes to Baker" an iron condition for joining 


Saddam keeps thé world guessing 





a new government. Mr Peres still insists on a 
clear and positive answer. 

Mr Rabin's criticisms of Mr Peres are 
becoming increasingly outspoken. As party 
leader, he says, Mr Peres should be made to 
take the blame for failing to form a new gov- 
ernment. He has given notice that he will be 
challenging Mr Peres for the party leader- 
ship "when the time is right". 

Likud politicians love to quote Mr 
Rabin's famous description of Mr Peres, 
back in the 1970s, as an “indefatigable in- 
triguer”. Yet expectations of a titanic strug- 
gle between the two men may be premature. 
Mr Rabin’s support for another coalition 





E IRAQ building an atomic bomb? If so, does it have the krytron switches to deto- 
nate one? At a televised meeting in Baghdad on May 8th, the plot thickened. 





President Saddam Hussein was in a happy mood. The reason soon became clear. 
Grasped in the presidential hand was an object resembling a yo-yo without a string. It 
was, he chortled, an electrical capacitor made in the United States, one exactly like 
those seized at Heathrow Airport in March, on the ground that they were components 
that can be used to trigger devices for atomic weapons. "They did not capture them 
all," he explained. Then came the coup de théâtre. Two more yo-yos appeared. These, 
he said, were replicas, which Iraqi technicians had made at home just five days after 
“all the cacophony” that had followed the Heathrow seizure. 

President Hussein has steadfastly argued that Iraq is not interested in building a 
nuclear bomb, that it has already built binary chemical weapons, and that the capac- 
itors it bought in the United States were wanted for peaceful purposes. If his perfor- 
mance this week was intended to show that Iraq could easily build a bomb if it really 
wanted to, but doesn't, the evidence is still mixed. 

To be of use to bomb makers, capacitors need to be able to store a lot of energy 
and release it in an ultra-short burst. When the capacitor is opened by an electrical 
switch the energy released sets off explosives which then compress the uranium or 
plutonium in the bomb into a critical mass, which then explodes. The capacitor is 
therefore more like the hammer of a gun than its trigger: the detonation is really 
controlled by the switch attached to the capacitor, which is called a krytron. Iraq 
appears to have tried to acquire krytrons, but none was retrieved at Heathrow. 

Similar capacitors can have peaceful uses. But a capacitor destined to stay in a 
laboratory does not need to be specially tough. The men who bought the Iraq-bound 
capacitors seized at Heathrow told the American makers that they wanted capacitors 
that could withstand shock, vibration and high altitudes. 
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. his desire to keep the Likud's Mr Ariel 
Sharon, who is again promising to "liqui- 
date terrorism", out of Mr Rabin's beloved 
defence ministry. Getting the defence job 
back may be more important to him than 
seizing the party leadership from Mr Peres. 

Some Labour members, such as Mr Ezer 
Weizman, who favour open negotiations 
with the PLO, are desperately unhappy at the 
prospect of joining the Likud again. They 
. may have little choice. If neither Likud nor 
Labour can form a government on its own, 
and if an election seems unlikely to produce 
a different parliament, they have to stick to- 
gether. However deep their differences with 
. the Likud, few top Labour men enjoy life in 
J Opposition. 





Chile 
Fixing the blame 


Du OUR CHILE CORRESPONDENT 





A lunch requires friendly faces 
round the table. General Augusto Pi- 
nochet, who is now merely commander-in- 
chief of the Chilean army, declined an invi- 
tation from his presidential successor, Mr 
Patricio Aylwin, to share a meal on May 4th 
with the chiefs of the other armed services. 
General Pinochet’s disdain was close to dis- 
obedience. He was protesting against Mr 
Aylwin’s handling of the country’s bitterest 
problem: the offences committed by public 
servants during the 17 years of the Pinochet 
dictatorship. | 

The general has trouble getting used to 
his new, subordinate rank. He has com- 
plained to Congress that he was not con- 
: sulted on a bill to reform the country’s stiff 
: anti-terrorism laws; he argued that, if politi- 
cians are to be consulted on proposed 
changes in the law governing political par- 
ries, then soldiers should be consulted on 
KM posed changes affecting soldiers’ work. 
“He claims a role in making laws, not just a 
duty to obey them. 

The commanders of the navy, the air 





_ force and the police may wish to let sleeping 


-.- dogs lie, but all are safely back in barracks. 
‘he police chief, General Rodolfo Stange, 
recovering from an operation, was not at the 
president's lunch, but sent his number two. 
General Fernando Matthei, of the air force, 
“has explicitly accepted President Aylwin’s 
«authority to deal with human-rights of- 
fences as he thinks best. 

55 The president has set up a commission 
.. to examine the evidence on the most serious 
 allegations—those involving the "disap- 
< pearance” of about 700 political prisoners, 
and the execution of up to 2,000 more, be- 
-tween 1973, when General Pinochet carried 
“out his coup, and 1978, when he declared an 
„amnesty for such offences; plus the subse- 









with the Likud is motivated in large part by 


NSW. 


They want the army to pay its debt — 
quent killing of some 500 of the regime’s op- 
ponents. The commission will also register 
evidence about alleged left-wing killings of 
some 50 officials of the military regime. 


The main opposition party, backed by 


supporters of General Pinochet, has refused 
to take part; but one former minister, and 


one senator designated by the general, will 


be among the seven commissioners who, 
working in private, will try to record a true 
history of what happened to the opponents 
of the old regime. They will report to Mr 
Aylwin within nine months; where they find 
evidence of guilt, the findings will be passed 
to the courts. 

The presidential commission is meant 
to recommend ways of stopping such things 
ever happening again. It can hardly fail to 


Argentina | 
Peron and on and 


FROM OUR ARGENTINA CORRESPONDENT 


T3ERONISM was founded upon the trade 
L unions, and President Carlos Menem is 
founded upon Peronism. That is one big 
reason why Mr Menem, who wants to right 
Argentina's economic wrongs, has not gone 
far towards doing so. The president pre- 
scribes a strong dose of free-market medi- 
cine. The unions do not like that; and they 
dominate not only the bloated public sector 
that the president must cut down to size, but 
also much of the party whose votes in Con- 
gress are essential if he is to do so. 
Some of Mr Menem's toughest advisers 
want him to ban all strikes in state compa- 
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trace orders to kill or torture to their ulti- 
mate source in the service high commands, 
and to the secret services that answered only 
to General Pinochet. But the soldiers are 
proud of their record in government and of 
the good order and prosperity that they left 
behind them. | 
To try the old dictator for torture and - 
killings would smirch the record. But tò 
punish only subordinate officers might un- 
dermine discipline. Chilean officers, unlike 
their Argentine colleagues, are not pro | 
tected by a law of “due obedience": they _ 
have a duty to refuse an unacceptable order. 
There is no record of any ever having done 
so. In future officers may be reluctant to 
obey such orders from their superiors. That 
is what Chile’s new rulers hope. : 
— OAE ALEEA ORAA AEAEE x 


nies and the public services. He stops s 
of that. In late April he sent Congress a bi 
that would compel public-sector unions 
send their claims to arbitration. If that fail: 
strikes would be lawful, but only after t 
days’ notice, and provided that the union 
kept essential services going. The labor 
ministry would have power to intervene: 
negotiations before they become disputes 
The really radical change would mak 
strikes painful for workers, as well as for em- 
ployers and their customers. At present 
workers are guaranteed their jobs back aft 
a strike, and almost always get paid for 
























































us, say the unions 





t ignore 


time. The teachers who struck to prevent 
the schools reopening at the statt of the lat- 
-est academic year have got their money in 
"full. So have the workers at the monopoly 
-telephone company, who cut off the capital 


opened for the company's privatisation. Mr 
Menem's bill would push employers to sack 
strikers, and to pay no back wages. 

=. The president is moving cautiously. He 
"had seemed ready to legislate by decree, but 
© then sent a bill to Congress. At first he gave 
members 15 days to pass it, then extended 
that to 30 days, then doubled it to 60— 
while threatening to issue a decree if they 
did not finish the job in time. The labour 


is nio need to legislate for reform, since the 
unions will reform themselves anyway; he 
was leader of the plastics workers' union un- 
til Mr Menem took office, and is wary of tan- 
gling with his old colleagues. Leading 
‘= Peronists in Congress say the new bill goes 
< too far. So, less forgivably, do the opposi- 
- tion Radicals, whose five years in office were 
plagued by public-sector strikes. Mr 
' Menem's proposals, diluted though they 
` are, may be watered down again. 

The opinion polls show widespread dis- 
content with strikes and unions alike. But 
union leaders claim the right to regulate 
their own affairs, just as Argentina's armed 


candidates is usually drawn up by the leaders 
themselves. Peronist congressmen, having 
worked their way up through that system, 
see little reason to change it. There are lively 
rows within the union movement between 
traditional hardline Peronists and those 
who admit the need for some change. But all 


tion of strikes. i 

Most people are resignedly perplexed 
about the repeated price rises Mr Menem 
has imposed for services provided by bank- 
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from the country hours after bids were - 


minister, Mr Jorge Triaca, argues that there 


forces do. At union elections the only list of - 


` factions have united to propose self-regula- . 


rupt state companies. In a population of 
33m and a workforce reckoned at 12.2m, 


- only 7.6m people are in full-time jobs, 3.6m 


are classed as “underemployed” and 
900,000 have no registered employment. 
Unhappiness is rampant. But the officer 
corps, on top of a pay rise of 60%, has been. 
granted 50% more. That may keep the army 
sweet; but there is no sign of riots yet. 
; ——. Ji 





Guyana 


Poor man's. 
goldrush . 


F YOU believe the official figures—and: 

that would be unwise—the only English- 
speaking country in South America has un- 
dertaken Haiti to become the poorest na- 
tion in the western 
hemisphere. The graduate 
headmaster of a Guyanese sec- 
ondary school takes home the 
equivalent of $60 a month, a 
junior civil servant maybe 
$20, and cheese costs $2 a 
pound. In the capital, George- 
town, the power cuts last 18 
hours a day and the taps rarely 
run with water. 

To be sure, people do not 
look wretched. Clothes are. 
decent, even smart, faces not 
pinched by lifelong hunger, as they are in 
Haiti. The country should be rich; it has 


good soil, ample rain, timber, the world’s. 


purest bauxite, and fewer than 700,000 
rather well-educated people in an area the 
size of Britain. The problem is bad govern- 
ment, since the People’s National Congress 
took over in 1964. Most large firms arestate- 


enough to pay for Guyana’s impressive ar] 
-of diplomatic missions. 

















wned. “tice last year, 





owned. Guyana imported rice la 
could not fill its sugar export quota, and has 


not run its alumina plant since 1982. Scrap 


metal from failed development projects is a 


profitable export. 

. The “informal sector" is another mat- 
ter. Many Guyanese work abroad; $25 a 
month from Brooklyn plus a barrel of 
clothes and groceries at Christmas can mean 
comfort for a family. There are few official 
imports, but plenty to buy from street hawk- 
ers. And there is gold in the hills. 

Deep in the rain forest, “pork knock- 


ers" have been at work for decades, panning 


for gold. Now big suction dredges ravage the 
river beds, getting up to 16 ounces of gold in 
a 12-hour shift. Divers can make six years’ 
Georgetown wages in a couple of months. 
The government gets almost nothing. 
Dredge owners are supposed to declare their 
finds, but usually hand over about 10% of 
what they get and play cat-and-mouse at po- 
lice posts with the rest. The official Gold 
Board's meagre takings are just about 





Marudi Mountain in the far south is 11 
hours by forced march from Aishalton 
which, rain permitting, is six hours by jeep 
from Lethem, where there is a police post 
and a tiny airstrip. (Fares are 17 Guyana dol- 
lars a pound, passenger and baggage being 
weighed together: avoid breakfast and travel 
light.) Down thé Rat Hole, the biggest pit, 
torches barely cut through the marijuana 
smoke. Gold is currency; for meat, sugar and 
cassava you pay one grain a pound. The gov- 


ernment gets nothing at all, since the Brazil- 


ian border lies close. | 
The government is trying to put a stop 
to all this, promising (but few believe it) to 
pay the full price for gold, in United States 
dollars. It has also devalued the Guyana dol- 
lar, ten of which used until last year to buy 
one United States dollar. The official rate is 
now 33 to one, the street rate 58 to one. On 
America Street in Geot 
town, restyled Wall Ser 
bri¢k-sized wads of Guyana 
$100 bills can be swapped, un- 
counted, for American thou- 
sands. Turnover is $1m-2m a 
week; the hard money goes 
back abroad to buy 
unauthorised goods for the 

street trade. 

In March the government 
legitimised the free trade in 
currency. Banks and other 
businesses are authorised to 

set their own exchange rates, and to deal by 
telex and telegraph rather than in cash. But 
where there are records there may be taxes; 
the street trade is by no means dying. 
Slowly, chaos is turning into goods for 
sale and cash to buy them with. Even state 
firms are now allowed.to buy their require- 
ments through the unofficial exchange sys- 
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Worth their weight in gold 


tem, although they are paid for their exports 
at the official exchange rate. For ordinary 
Guyanese, prices are soaring. For the trea- 
sury, a little money is flowing in. 

Within a year an election is due. Given a 
shove from their old patrons in London and 
Washington, Guyanese might just possibly 
have a chance to weaken the grip of the 
party that has got them into their present 
pickle. As state control relaxes, state ac- 
-ountants are learning to calculate in num- 
bers that have some meaning. When at last 
they work out how poor Guyana really is, it 
may turn out not to be the poorest after all. 











South Africa 


You started it all 


FAOM OUR SOUTH AFRICA CORRESPONDENT 


TILL basking in the afterglow of his suc- 

cessful meeting with the African Na- 
tional Congress in Cape Town the previous 
week, President F.W. de Klerk set out on 
May 8th for a tour of Europe. Now that he is 
at last talking to a free Mr Nelson Mandela, 
South Africa's president can be sure of re- 
ceiving a polite, perhaps even warm, wel- 
come in Paris, Bonn and London. But he left 
with one discordant note in his ear. 

Two days before Mr de Klerk's depar- 
ture his immediate predecessor, ex-Presi- 
dent P.W. Botha, broke nine months of 
brooding silence to announce that he was 
resigning from the National party that he 
had served for more than 50 years. After suf- 
fering a stroke last year Mr Botha was forced 
out of office by Mr de Klerk, and has cause 


to be bitter. But his reasons for resigning, 


48 


which he gave in the mass-circulation Afri- 

kaans newspaper Rapport will strike a chord 

_ much of the National party's rank and 
e. 

As president, Mr Botha had tried hard 
to split the ANC's nationalists from its com- 
munists. For him the inclusion in the ANC's 
delegation at the Cape Town talks of Mr Joe 
Slovo, general secretary of the South Afri- 
can Communist party, was the proverbial 
last straw. “The path that the National party 
has taken is the path of abdication,” the for- 
mer president declared. 

Mr de Klerk hit back sharply. Nothing 
he had done, he argued, deviated from the 
course taken by Mr Botha when he was in 
charge. Mr Botha had started the contacts 
that led on to the freeing of Mr Mandela. 
Mr Botha had himself spoken to Mr Man- 
dela last July. Mr Botha had championed the 
power-sharing policy. And Mr Botha had 
reached agreement. in Namibia with the 
SWAPO leader, Mr Sam Nujoma, ignoring 
his links with communists and swAPO's long 
war against the South African army. 

The National party’s top men rallied 
around their leader. Mr de Klerk got a unan- 
imous vote of confidence from the par- 
liamentary caucus, whereas Mr Botha got a 
drubbing from the pro-government Afri- 
kaans press, which cruelly remembered how 
much he had complained after being criti- 
cised by his own predecessor, Mr John Vor- 
ster. Even so, the resignation caused glee 
among the National party's opponents. 

One of these, Mr Andries Treurnicht, 
of the Conservative party, said it was “not 
impossible" that Mr Botha would join the 
Conservatives. Were he to do so, the wheel 
would have turned full-circle: the Conserva- 
tives were founded to oppose Mr Botha's 
“reformist” policies of the early 1980s, At 
the opposite end of the spectrum, Mr Slovo 
welcomed Mr Botha's remarks. “He makes 





Just carrying on, says F.W. 





me feel I have done my job properly," Mr 
Slovo told a cheering crowd at a mass rally 
in Soweto. 

The resignation soured what was other- 
wise a moment of triumph for Mr de Klerk. 
The meeting between the government and 
the ANC went as well as anyone had dared to 
expect. The two sides agreed, amid smiles all 
round, to set up a committee to deal with 
the release of the country's remaining politi- 
cal prisoners and to speed up the return of 
exiles. Mr de Klerk promised to "work to- 
wards” the repeal of the state of emergency 
and Mr Mandela promised to “look very 
hard" at the question of armed struggle. But 
the all-important constitutional negotiation 
lies farther down a road which, as Mr Botha 
has shown, is still full of ambushes. 





Morocco 


A bit less 
commandaing 


OR 30 years King Hassan, the "Com- 

mander of the Faithful", has seen off 
military coups and all other challenges to his 
rule over Morocco. Now the surge of mili- 
tant Islam that has already shown itself in 
Algeria and Tunisia has splashed intó his 
country too. On May 8th supporters of an 
outlawed Islamic party, Justice and Welfare, 
demonstrated in Rabat. Club-wielding po- 
licemen reacted with beatings and some 
2,000 arrests. 

The demonstration was Morocco's big- 
gest since 1984. Then the issue was the price 
of bread; this time it was Islam. The demon- 
strators gathered to show their support for 
six leaders of Justice and Welfare sent to jail 
in March. 

It is sometimes said that fundamental- 
ism poses no challenge to King Hassan. He 
has gone out of his way to give genero 
state support to mosques and lslamic 
schools, and keeps:a powerful force of secret 
policemen in reserve. Yet the Islamic chal- 
lenge is visibly growing. More young women 
are wearing "Islamic" dress, and more 
young men are bearded. The sermons of the 
leader of Justice and Welfare, Sheikh 
Abdesalam Yassine, who is under house ar- 
rest, circulate on cassette among his eager 
young followers. 

As in Algeria and Tunisia, the return to 
Islam is encouraged by a growing sense of 
hopelessness, especially among young peo- 
ple in search of scarce jobs and homes. In 
March King Hassan called on his people to 
prepare for another notch of belt-tighten- 
ing. Disillusioned by election-rigging and 
the docility of the secular parties, they may 
now be drifting towards the Islamic 
alternative. 


——— "as CE rX—— 
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EUROPE 


Life without Gorbachev 


FROM OUR MOSCOW CORRESPONDENT 


IKHAIL GORBACHEV is not irre- 
placeable. But unless any replace- 
ment emerged with his consent, the change 
it would entail would bring great upheaval. 
Consider four ways in which someone other 
than Mr Gorbachev might come to lead the 
country, what might happen as a result, and 
who that someone might be. 

Possibility number one (though not 

essarily the most likely): Mr Gorbachev 

ls under a bus, and is succeeded by some- 
one of like mind. He would not, of course, 
have to fall under a bus. He might resign. He 
threatened to do so again (for at least the 
third time) at a meeting of the Central Com- 
mittee of the Communist party earlier this 
year, when it was debating the abolition of 
the party's constitutionally guaranteed right 
to rule. But to resign without having lined 
up a successor would put his achievements 
so far in doubt. 

Mr Alexander Yakovlev, the brains be- 
hind perestroika, is one of only two men in 
the Politburo who consistently support Mr 
Gorbachev (the other is Mr Edward 
Shevardnadze who, as a Georgian, would 
probably be ruled out). The prime minister, 
Mr Nikolai Ryzhkov, once looked capable of 
winning popular support and continuing 
something like the Gorbachev line. But he 
has lately seemed to want to slow down eco- 
nomic reform. 

Possibility number two: an army 
Coup. There are plenty of rumours, fuelled 
by clear military discomfort at some of Mr 
Gorbachev's policies. On February 25th, 
the day of a big demonstration by demo- 
cratic groups in Moscow, the troops were 
out in force, something that has since been 
construed by some observers in the West as 
a warning to Mr Gorbachev of possible in- 
tervention. That interpretation has been 
flatly denied in Moscow. All the same, the 
chief of the armed forces, General Mikhail 
Moiseev, has criticised Communist reform- 
ers for neglecting the army. On a Victory 
Day marked this year by the revival of mili- 
tary parades, a speech by Mr Gorbachev at 
the Bolshoi Theatre to an auditorium full of 
officers was met by stony silence. 

Nevertheless, a coup seems implausible. 
Ever since Trotsky formed the Red Army, it 
has been firmly under the thumb of party 


and government. Many junior officers are 
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critical of their seniors’ distrust of 
perestroika. The army has few ideas about 
how to rule the country. And a coup would 
almost certainly precipitate several republics 
to join the Baltic secessionists. But if the 
army is somehow called upon to play a 
greater role in politics, the man who com- 
mands most respect among the troops is the 
former commander in Afghanistan and cur- 
rent commander of the Kiev military dis- 
trict, Colonel-General Boris Gromov. 
Possibility number three: a workers’ 
uprising backed by conservatives in the 
Communist party. Here, at least, is the mak- 
ings of a coherent if disastrous alternative 
policy—a return to strict central planning 
and an end to political opposition. Two 
groups stand to lose from perestroika, or 
think they do. From the higher ranks of the 
Communist party, the old priviligentsia and 
Marxist-Leninist "true believers", both 
groups in their own way shocked by the par- 
ty's loss of authority. From the lower ranks 
of the party and from ordinary workers, 
those who fear that economic reform will 
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An alternative to his left, a 









n alternative to his right 


lead to higher prices and unemployment. 

The official trade unions have been en- 
couraging this fear as a way of recouping the 
influence they lost last summer when strik- 
ing coal miners set up their own unofficial 
organisation. The power of such a Commu- 
nist-worker alliance can be gauged from the 
humiliating admission by two of Mr 
Gorbachev's economic advisers that the So- 
viet government cannot embark on a “big 
bang" reform because, unlike Poland's, it 
does not have the support of its own people. 

The workers' opposition is organised 
not only by parts of the Communist party 
but also by the populist United Workers' 
Front, whose leader is Mr Veniamin Yarin. 
Mr Yarin is one of the few politicians who 
genuinely believe that the job of the Soviet 
state should be to defend the working class. 
The most plausible leader on the party side 
of such an alliance is not Mr Yegor Ligachev 
(who has little public credibility left) but the 
interior minister, Mr Vadim Bakatin. 

A workers’ revolt would plunge. the 
country into chaos. Like an army coup, the 
reimposition of strict planning would be re- 
sisted by outlying republics (though with the 
added. complication that Russian-speaking 
minorities there might side with the Work- 
ers’ Front). 

More important, it would run into the 
opposition of what might be called the dem- 
ocratic alternative: possibility number 









four. Over the past few dd parties sum 
the word "democratic" in their name have 
mushroomed. There are Constitutional 
Democrats, Christian Democrats, Liberal 
Democrats, Social Democrats and many 
others, The only one likely to win the sup- 
port of more than a few thousand people 
quickly is the soon-to-be-formed Demo- 
ratic Party of Russia. It is being set up by 
two of the leaders of the Inter-regional 
oup of Deputies, which has so far acted as 
he main opposition in parliament. - 

The democrats hope to win the support 
f Mr Boris Yeltsin, who at the moment 
ooks like the only man capable of defeating 
Mr Gorbachev in a popular election. Those 
‘who think Mr Yeltsin is an empty dema- 
gogue look to the respected Mr Gavriil 
Popov, the new mayor of Moscow, and Mr 
\natoly Sobchak, the probable new mayor 
f es (though neither 1 man is well 








| FROM OUR CORRESPONDENT IN RIGA 


IN THE transit lounge of history, bagi 

, and Estonia are on their way to the fu- 
ture. They are no longer "Soviet socialist 
republics”, though by their own admis- 
‘sion they are still part of the Soviet 
"Union; their parliaments have declared le- 

| / independence, but without explicitly - 
cancelling Soviet authority. Thus the two 
republics’ leaders hope both to avoid a re- 
action from Moscow as harsh as 
.the one their Lithuanian col | 
leagues have met, and to soothe | 
the fears of their large Russian- 
speaking minorities. 

Anxiously, they watch what 
has happened—and the far 
worse things that may yet hap- 
pen—next door in Lithuania. : 
There, they suspect, the Rus § 
sians may have been as much ir- 
 ritated by the election as presi- 
. dent. of the. nationalist Mr 
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is that in the recent local elections, while 
radical reformers swept the board in the 
metropolitan areas, voters in the sticks still 
chose Communists. Populist egalitarianism 
has widespread appeal in Russia, if not else- 
where in the Soviet Union. 

The problem for the fledgling demo- 
cratic parties is not just that they are divided 
and having trouble establishing themselves 
throughout Russia proper. They also look 
unlikely to encompass the rest of the coun- 
try, including the non-Russian republics, 
which seem to prefer their own, local ver- 
sions of opposition parties, often of a na- 


_tionalist hue. So the implication of the dem- 


ocratic alternative to the Communists is 
that it would hasten the break-up of the 
union. That may prove to be the inevitable 
cost (or benefit?) of political freedom. 
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unovs negotiate with Moscow; he may not 
do it for long. 
The cautious form of the E E | 
of independence showed that the moder- 
ates are still strong within the Latvian 
Popular Front. Wary men such as Mr 
-Ilmars Bisers and Mr Mavreks Wulfsons 
owe their seniority in the Front partly to 

their long experience of dealing with Mos- 








cow. If d Russians go on viefüsing to talk 
about full independence, their position 
| be weakened. 

Among Russian-speakers in both Lat- 
via and Estonia, the forces of compromise 


down. The final round of Latvia's par- 


E! liamentary election showed a significant 


- decline in the previously large number of 


- noneLatvians voting for the Popular 


Front. (Russians in Estonia have never 
been; as sympathetic to the nationalists. ) 
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A Soviet hobble - 
for M 


HEN it comes to thinking about Ger- 
many, the "new thinkers" in the 
Kremlin seem decidedly reluctant to let go of 
the old idea that the best Germans are the 
ones you have under your thumb. Mr 
Helmut Kohl’s blunt and self-confident re- 
jection this week of the latest Soviet propos- 
als for German unity will therefore have 
come as a bit of a shock in the Kremlin. 
On May 5th, at the "two-plus-four" 
meeting of foreign ministers (of the two 
Germanies, plus the four second-world-war 
allies, Britain, France, the United States and 
the Soviet Union), the Soviet foreign minis- 
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The handful of non-Latvian deputies on ii 
the Front's benches are losing credibility; ^ 
they seem both over-cautious about inde- | 
pendence, and without real power. over | 
their own peoples. | 
Yet many Russians in Latvia are sill in | 
favour of independence, as shown by the 
poor turnout in Riga on Soviet Victory 
Day. So far non-Latvians have had little — 
cause for alarm. Riga still seems a Soviet | 
city. Its police, its administrators and most | 
of its people are Russians. That could give 
non-Latvians a false sense of security; 
. when the new ‘prime-minister 
. talks of "depoliticising" the po- 
lice, it sounds as if he means get- 
ting rid of the Russians. 
Latvians take comfort in the 
Soviet Union's decline. They 
hope it will persuade non-Latvi- 
ans to opt for independence, 
and allow their republic to make 
direct economic deals with indi- 
. vidual Soviet enterprises and re- 
gions, in the style already at- 
tempted by Lithuania. if they 
. could. bring this off, the Baltic 
-states could avoid both the 
chaos resulting from rapid sepa- 
ration from the Soviet econ- 
omy, and the dependence in- 
volved in remaining tied to it. 
The big question for Estonians and - 
Latvians alike is whether they can post- 
pone the inevitable shock that will accom- 
pany economic restructuring until after 
they are really independent. If they go 
bust—perhaps with a shove from Mos- 
cow-—while the Soviet Union is still resist- 
ing independence, the Baltic’s Soviet loy- 
alists could be reinforced by local 
Russians, newly and painfully unem- 
ployed. They could prove more formida- — 
= and = longer, than the Soviet army, : 
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ter, Mr Edid Shears offered to 
uncouple the process of German unity from 
that of working out how the new unified 
Germany will fiti into the security framework 
in Europe. This “concession”, as it was 
billed, would certainly ease Russia’ s German 
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ber of NATO. Last year, b fore it was clear 
just how fast East Germany's communist re- 
gime was collapsing, Mr Gorbachev report- 
edly told France's President Francois 
Mitterrand that “the same day the reunifica- 
ion of Germany is announced, a general 
be sitting in my armchair." Nowadays 
“even the most bellicose old-thinker-in-uni- 
form might hesitate before trying to rebuild 
the Berlin Wall. But that only makes Mr 
Gorbachev's German problem worse. 

Not that he thinks German unity can be 
stópped. Whatever misgivings he had about 
it before, Mr Gorbachev has accepted at 
least since February that "in principle" 
unity is not in doubt. The main argument 
now is about conditions and timing. . 

Soviet officials have made it clear that 
Mr Gorbachev would still prefer to see a 
united Germany remain neutral, unat- 
tached to either NATO or the (fast-disappear- 
ing) Warsaw pact. But in practice all hope of 
defending that position was lost once Po- 
land, Czechoslovakia and Hungary said ear- 
lier this year that they preferred to see a fu- 
ture Germany securely. anchored in NATO. 
Since then, Mr Shevardnadze has unsuc- 
cessfully canvassed two other ideas: a non- 
igned Germany (hard to distinguish from a 
M@eucral one), and a Germany that was a 
member of both NATO and the Warsaw pact. 
A third possibility was raised just before 
- last weekend's talks in an article for an East 

German newspaper by Major-General Geli 
;Batenin, a military adviser to the Soviet 
> Communist party's Central Committee. He 
-. dismissed the idea of a neutral Germany as 
à dangerous and of a Germany belonging to 
both NATO and the Warsaw pact as point- 
less, since the pact had no future as an alli- 
ance. Instead he suggested that Germany 
should become a member of “the political 










organisation of NATO”. The article left it un- 


» Clear whether West German territory should 
remain within NATO's military structure, 
with special arrangements for what is now 
East Germany (as West Germany has sug- 
 gested), or whether the whole of Germany 
should be excluded from NATO's military 
i ucture, rather as France is today. 
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FROM OUR BONN CORRESPONDENT 


F THE Russians wanted to uncover a 

split in West Germany over the best 
way to achieve German unity, they could 
hardly have done it better. Their scheme 
for a two-stage approach to unity has 
drawn cheers from the West German for- 
eign minister, Mr Hans-Dietrich 
Genscher, and a snapping dismissal from 
the chancellor, Mr Helmut Kohl. 

The Russians’ “poker move”, as Mr 
Kohl calls it, was entirely unexpected, Mr 
Gorbachev has long insisted that the for- 
eign-policy issues of German unity— 


chiefly its future military connections— 
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must be dealt with alongside the inter- 
| German ones. Hence the gapes when the 
| Soviet foreign minister, Mr Edward 
| Shevardnadze, said in Bonn on. May 5th 
| that the Germanies could go ahead and 
| unite before all the external problems 
| were solved, so long as some kind of (un- 
| specified) four-power responsibility were 
| retained for "a few" years. | 

| "The Genscher camp likes this. Why 
| . not give Mr Gorbachev a breathing 
| space on the difficult military issue, ask 
| 
| 



















Me Shevnedtindss à did not dide raise 
this idea at the two-plus-four talks, saying: 
only that "other options” than full German ` 
A day. And hi longer it takes to Sort Ott 
: many' s ird the more time. the 


membership in NATO had to be explored. 
However, his one firm offer-—to uncouple 
the internal and external aspects of unity-— 


suggests that the Soviet Union has not given 


up the fight against full NATO membership. 


By seeking to extend four-power rights | 


in Germany beyond the moment at which 
Germany | recovets its unity, and while its fu- 
ture in Europe'is still being seteled, Mr 


Shevardnadze is trying desperately to keep a 


Soviet grip on the future Germany. After 


all, an already-united Germany anxious to 
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the Genscherites, even if this means th: 
Germany has to wait a bit for full sove: 
eignty? After a few more years of Eurc 
pean disarmament, a united Germa 
NATO will look less fearsome to the R 
sians. Indeed, by then the rival allia 
may be dissolving into that (still } | 
"all-European security system" that b 
Mr Gorbachev and Mr Genscher 
they aim for. 
Humbug, snaps Mr Kohl. After tel 
phone talks with Presidents. Bush. and 





that it would be "fatal" to 


cuse the foreign minister - 
thinking, even of misjudgment. 
overwork. Indeed, the workaholic 
Genscher has recently had a recurr 
of the fainting fits (“nothing serious,’ 
his spokesmen say) which have bothered 
him in previous years.. Sob 
The Kohl camp reckons the Shevard- eq 
' proposal is a repackaging ofthe | 
Soviet attempt. to insist that a united. | 
Germany should belong to both NATO T 
and the Warsaw pact. To. | 
the chancellor's people, this. 1 
looks unacceptable, as well. | 
as unworkable. Mr Kohl is ||: 
said to be ready to go some: | 
| way to “help Gorbachev”, 
- for instance, by paying. part P 
. of the cost of the Soviet. | 
troops likely to remain in | 
. eastern Germany for a few 
. years. But he does not want. 
i the Russians to keep; a i legal 
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All of which. suggests, if the 
Union sticks to its guns, that Mr 


unity by standing back and watchin 
Berlin Wall fall, may now try to prev 
united Germany regaining its full | fret ed 





EUROPE 
Romanian election 








All over bar the shouting? 


FROM OUR SPECIAL CORRESPONDENT IN ROMANIA 


N HIS wide tie and pin-stripe suit, Mr 

Timotei Stuparu could pass for Robert 
De Niro's stand-in. He is president of the lo- 
cal council of the Front for National Unity 
in Teleorman County, a farming region in 
southern Romania. Romanians are due to 
go to the polls on May 20th, and Mr 
Stuparu heads the county list for the Front, 
the group of ex-Communists, soldiers and 
intellectuals who dominate Romania's tran- 
sitional government. 

His shiny panelled office in Alexandria, 
the county seat, belonged until five months 
ago to the first secretary of the local Com- 
munist party. On the night of Ceausescu's 
fall, the party boss absconded as an angry 
crowd broke into the building. They chose 
an elderly professor as the Front's local rep- 
resentative. But he left a fortnight later be- 
cause, it was said, of ill health. Mr Stuparu 
(who joined the Communist party in 1986, 
not as a believer, he says, but to get a better 
job as a history teacher) took his place. 

Down the road in a scruffy yellow bun- 
galow rented from the city and shared with 
the National Peasants party, the Liberal 
party manager and his helpers crowd into 
two small rooms. He is a jolly man in his 30s, 
also a history teacher, with bushy side-whis- 
kers and an undersized brown suit. Money 
for the campaign is short and two window 
panes in his office were smashed, presum- 
ably by well-wishers from the Front. Univer- 
sity graduates, he says, like his party, but 
farmers and factory workers are afraid of 
western ideas. The Liberals in his county, he 


guesses, could get 25-3096 of the vote. 

Alexandria could be Romania in micro- 
cosm. Though someone has counted more 
than 60 parties, only three matter. The 
Front, the Liberals and the Peasants all say 
they favour democracy and a market econ- 
omy. Two issues divide them: the Front (for 
or against) and the election itself (fair or un- 
fair). To the Liberals and Peasants, and to 
the students and workers who pitched pro- 
test tents in Bucharest's University Square 
last month, the Front is aptly named: a 
Communist apparatus in disguise. So far, 
this is a minority view, strongest among 
graduates, especially in the big towns. Most 
Romanians back the Front. Its chief, Roma- 
nia's acting head of state, Mr Ion Iliescu, is 
standing for president. That election will 
also be on May 20th. 

At Rimnicu Vilcea, a poor farm and 
timber town in Oltenia, Ceausescu's home- 
land, Mr Iliescu spoke on May 6th to an ex- 
cited crowd of some 7,000 people, turned 
out in their Sunday best. The Front, he told 
them, had done a lot for Romanians since 
December. There was more food in the 
shops, electricity was cheaper and farm pen- 
sions had risen. The Front had distributed 
land from state farms to peasants. They now 
had about a third of all farming land. Mr 
Iliescu ended with a warning: things would 
be hard, only a market economy could save 
Romania, factories must close and people 
lose their jobs. The crowd cheered wildly 
and threw roses at him. 

Less rapture would greet him from the 
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University Square campers. He gave them a 
gift in calling them golani, a hard word con- 
noting both “nobodies” and “hooligans”. 
He later apologised for this and agreed to 
talk to them. The street protesters want Mr 
Iliescu to quit because they do not think ei- 
ther of the opposition's main candidates, 
Mr Radu Campeanu of the Liberals and Mr 
Ion Ratiu for the Peasants, can oust him in 
the election. Both were exiles. The bow-tied 
Mr Ratiu became a millionaire in Britain. 
Mr Campeanu has lived in France. Unfairly 
perhaps, many people see them as carpet- 
baggers. They lead "historical parties", but 
only Romanians over 65 or so remember 
these, and not always happily. Both parties 
have threatened to boycott the elections un- 
less harassment stops. That could hurt them 
more than Mr Iliescu. 

Protest has been a shock for the Front. 
A fear nags its leaders that, though sniffing 
victory, they too could be swept away like 
reform communists in East Germany and 
Hungary. Yet for want of a forceful alte 
tive, Mr Iliescu looks powerfully plac 
Though not a Havel, he does have a certain 
revolutionary legitimacy. Had things gone 
the other way in December, he might now 
be in jail or dead. The opposition may do 
better in parliament. In the 190-member 
senate and in the 387-member lower house, 
it could get around a third of the seats. 





Not yet Switzerland 


For fairness, the election will fall somewhere 
between a Haitian plebiscite and a Vermont 
town-meeting. State-run television is grop- 
ing for more balanced coverage, but slurs 
against Mr Campeanu pour out of govern- 
ment newspapers. Mr Iliescu has helicopters 
and a national network of officials. Front 
rowdies disrupt opposition meetings and 
even rough up their candidates. Mr 
Campeanu has been attacked. Two men 
posting bills for the Peasants were beaten to 
death, Mr Ratiu says. For fear the election 
could be derailed, the Front has at last c 
demned physical attacks and is threaten 
punishment. More violence is the last thing 
needed in quick-tempered Romania. 

Neither show trials, at which Ceausescu 
aides appear in convicts’ pyjamas and with 
shaven heads, nor the sickening and possi- 
bly doctored film of the Ceausescus' kanga- 
roo trial and death has won the Front points 
for open government. The Front has taken 
over many Communist organisations. Many 
ex-Communists remain at their posts. Yet 
some of the Front’s critics concede that this 
is inevitable. Who else can run the country? 
The minister of culture, Mr Andrei Plesu, a 
philosopher and a Front sympathiser run- 
ning as an independent, says: "You can't go 
to sleep under communism and wake up 
next morning in Geneva." 

The Front is openly split between 
mixed-economy dirigistes and more com- 
mitted free-marketeers. Settling this argu- 
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ment will be one of the new government's 
first tasks. The parliament must write and 
promulgate a constitution within 18 
months. Another election must be held 
within a year of that. Romania’s leaders will 
also have a looser but no less real task of fos- 
tering a "civil society" of a sort the country 
has never really known. Among other 
things this means narrowing an old breach, 
between well-educated and the other Roma- 
nians. These things take time. At a metro 
station in Bucharest, a young man was nois- 
ily hawking the Liberal party newspaper. 
“Go back to university,” growled a black- 
scarved old flower lady, “you're giving us all 


a headache." 





Mighty Le Pen 


FROM OUR PARIS CORRESPONDENT 


GNORE him, imitate him, condemn him: 

nothing seems to make Mr Jean-Marie Le 
Pen go away. This spring has brought dis- 
turbing signs of vigour in his party, the anti- 
immigrant, anti-establishment France-first 
National Front. Neither the Socialist gov- 
ernment of Mr Michel Rocard nor the main 
conservative parties of the opposition seem 
to know how to control him. Whatever they 
try, the mischievous Mr Le Pen finds a way 
to turn it to his advantage. Though the link 
is not obvious at first, the National Front 
may even be affecting French attitudes to- 
wards the European Community. 

A bill drafted by the Communists and 
pushed through parliament earlier this 
month by the government toughens penal- 
ties for racial discrimination and racial 
abuse. The guilty now face not only heavier 
fines, or jail, but ineligibility for public of- 
fice. The National Front was the prime tar- 
get. Yet the new law looks unlikely to deter 
r Le Pen, who has already been fined re- 
tedly for anti-Jewish and anti-Arab re- 
marks. Happy to play the martyr, he told a 
May Day crowd in Paris that the bill was an 
attack on freedom of speech. Conservatives 
in parliament reluctantly agreed and voted 
against it. 

Racism and support for Mr Le Pen ap- 
pear to march in step. Both are on the up. 
French Arabs must lately have felt like 
game-birds at the start of the open season. 
In different parts of France during March, 
policemen shot dead a handcuffed French- 
Algerian youngster when he jumped out of a 
van where they were beating him; an angry 
chef with a rifle killed a French-Moroccan 
when he tried to get a meal after closing 
time; and another French-Moroccan was 
chased by a driver, run down and killed. 

A report for the prime minister by a hu- 
man-rights body found that the number of 
racial attacks involving physical violence 
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against people of North African 
background has ranged from 43 to 
70 cases a year in the past eight 
years. Recorded cases of serious 
threats against them have risen 
from 32 in 1982 to 188 last year. 
The report also notes a sharp rise 
in anti-semitism. 

Even in parts of France where 
few French Arabs live, "a soft 
anti-Maghreb racism is spreading 
like an oil-slick," the report con- 
cludes. Three-quarters of those 
questioned for the report think 
there are too many Arabs in 
France. Nearly half think there are 
too many blacks. Some 9096 con- 
sider racism widespread, and 39% 
admit to anti-North African feel- 
ings of their own. 

In this climate Mr Le Pen has little trou- 
ble keeping in the news, even though only 
one member of the National Front sits (as an 
independent) in the National Assembly. His 
party got 1296 in the European election last 
year. It is making inroads in local govern- 
ment, obliging mainstream conservatives to 
make deals. A recent poll showed 15.596 for 
the party nationwide. 

In an attempted counter-attack last 
month, Mr Rocard held an “all-party” meet- 
ing on racism, excluding the National Front. 
Agreement has already broken down. Con- 
servatives want tougher steps against illegal 
immigrants and tighter rules on residence 
and welfare rights for the rest. The govern- 
ment agrees that illegal immigration must be 
stopped. But it treats racial hostility as the 
real problem. Besides the racism law, Mr 
Rocard calls for better schools, job-training 
for immigrants, and public-awareness cam- 
paigns. Little of this impresses sos-Racisme, 
France’s main anti-discrimination move- 
ment. Though normally loyal to the Social- 
ists, at a recent conference it voiced frustra- 
tion with government half-measures. 

Neither the left nor the mainstream 
right addresses one of the main sources of 
friction: competition in poor and lower-mid- 
dle-class districts over schools, public hous- 
ing and welfare. Their failure is manna to 
Mr Le Pen. Race is not his only issue. Like 
the populist Poujade before him, he backs 
the little man against the establishment. 

Last December an undreamt-of gift fell 
into Mr Le Pen’s lap. Helped by the absten- 
tion of some 90 conservative deputies, the 
government passed a law tightening 
France’s elastic rules on campaign dona- 
tions. The price of passage was an amnesty 
for offences committed before June 1989. 
The amnesty has caused an outcry, and on 
May 9th the government survived a motion 
of no-confidence, thanks to Communist ab- 
stentions. In protest against alleged white- 
washes, magistrates are interpreting the new 
law so as to make it ridiculous. They have 
sent for trial businessmen accused of giving 
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Refusing to be gagged 


illegal money, but have let off the politicians 
who allegedly received it. We told you so, Le 
Pen supporters are crowing, parliament is a 
rotten barrel. 

Mr Le Pen’s other big issue is France, 
and what it stands for. Both Socialists and 
conservatives have been so busy saluting the 
European flag that they have not noticed Mr 
Le Pen running off with the Tricolour. He 
appeals to French people who fear that they 
have not got the know-how to profit from 
the opening of their country to the rest of 
Europe. France’s other politicians may be 
tempted to try to recover lost ground by 
putting a brake on plans to strengthen the 
political powers of the European 
Community. 

There was a respectable French idea, de- 
signed in its day, among other things, to 
contain the far right. It was called Gaullism. 
So far, the French look like celebrating this 
year's centenary of Charles de Gaulle's birth 
in a rather muffled way. Perhaps because 
some of the things de Gaulle helped to 


sweep under the rug are crawling out again. 





EC farm prices 


Caps off 


FROM OUR BRUSSELS CORRESPONDENT 


qu budget was sorted out two years ago, 
or so the magic figures seemed to say. 
Ministers stopped wasting breath on rows 
about over-spending, as the cost of the big- 
gest item on their budget sank. Farming, 
which two years ago devoured more than 
two-thirds of the European Community’s 
annual expenditure of 45 billion ecus ($55 
billion), now takes less than 6096. But not 
for long. Just as the Community braces itself 
to help Eastern Europe, farm spending is set 
to soar again. The savings, in fact, were less 
to do with EC prudence than with a rise in 
world prices, which is now over. 

In the mad, mad world of the common 
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Rich pickings 


agricultural policy, rises mean alls, and vice 
versa. Last month ministers agreed to freeze 
farm prices and even cut them for surplus 
products like cereals. But by manipulating 
exchange rates and offsetting price cuts with 

























































FROM OUR BRUSSELS CORRESPONDENT 


HE European Parliament is 

cock-a-hoop about the 
gathering momentum behind 
constitutional reform in the Eu- 
ropean Community, with more 
powers for the parliament high 
on the agenda. Even so, the par- 
liamentarians of Strasbourg are impa- 
tient. Instead of waiting politely to be 
awarded more power, they have waged a 
guerrilla war against the European Com- 
mission. Relations began to go sour when 
last June's European elections left the So- 
cialists and their allies with a clear major- 
ity. The commission's programme for 
1990 turned out to be thinner in social 
and environmental measures than the So- 
cialists had hoped. Unless the commission 
strengthened these measures, said some 
Socialists, parliament would delay the pas- 
sage of single-market laws. 

In March the commission complained 
that 67 single-market laws had been held 
up by the parliament. Most of these delays 
were a result of the inability of the parlia- 
ments committees to cope with their 
workload. But some were deliberate. Mr 
Jacques Delors, the commission's presi- 
dent, was outraged. When, in March, the 
parliament rejected the commission's 
1990 programme and a proposed code of 
conduct that he hoped would sweeten re- 
lations, Mr Delors (not for the first time) 


—— 


Power through conflict 





hidden subsidies, the result will in fact be 
handsome rises for most of the EC's 10m 
farmers. This folly is particularly ill timed. 
For one thing, the Community says (from 
the other corner of its mouth) that it wants 
agreement with the Americans on ways to 
cut the huge subsidies that distort farm 
trade and drive third-world peasants off 
their land. For another, world overproduc- 
tion (hence falling world prices) was already 
set to cost EC taxpayers a lot of money. 

The whole business is too vague to allow 
proper forecasts. But some experts fear that 
support for grain farmers, which this year is 
costing 4.5 billion ecus or 1096 of the whole 
EC budget, could reach 7 billion ecus by 
1995. Dairy farming, weighing in for an- 
other 4 billion ecus, could easily cost an ex- 
tra billion. And the Ec calls this a reform. 

Cereals are a catastrophe. Output quo- 
tas are still too high, penalties for over- 
production too light. Part of the 1988 re- 
form was an automatic 3% price cut when 
EC output went above 160m tonnes. It did so 
last year, at 163m. But a 396 price cut on 
marginal output is not enough to discourage 
production; it encourages efficiency. By 
scrapping his oldest tractor and sacking 


" — threatened to resign. 
N ^ f 
5 Confrontation with the 
Q commission was the aim of the 
Q socialist group in Strasbourg. 
Its leader, Mr Jean-Pierre Cot, a 
professor of constitutional law 
at the Sorbonne, compares the 
Strasbourg assembly to some nineteenth- 
century European parliaments; the lesson 
he draws is that the parliament can ad- 
vance its powers only through conflict. 

The commission retorts that Mr Cot's 
historical analogy is flawed. The commis- 
sion is not a government responsible to 
parliament, it says; much executive power 
lies with the Council of Ministers, over 
which the parliament has little sway. So 
Strasbourg bolshiness serves no purpose. 

The Cot camp counters with. clever 
quotations from a recent book by Mr 
Maurice Duverger, an independent 
French Euro-Mr. Mr Duverger, who once 
taught Mr Cot law, argues that the com- 
mission could pretty quickly be made to 
feel itself responsible to parliament. All 
the parliament has to do is wheel out its 
never-used nuclear weapon: the right to 
sack the whole commission. Many depu- 
ties say that, if a good casus belli appears, 
this weapon should be used. 

Efforts to arrange a truce were not 
helped by personal friction between Mr 
Cot and Mr Delors. They are very differ- 





farmhand Fred or Fritz, a farmer in East An- 
glia or Baden-Württemberg finds he can 
produce as much for less. Ministers have just 
helped him by increasing his storage subsi- 
dies and decreasing his borrowing costs, 
thus offsetting 2.6 points of the 376 cut. 

EC cereals output is due to reach 170m 
tonnes this year. American producers have 
recovered from the 1988 drought. The dol- 
lar is weaker than a year ago. That combina- 
tion means falling world prices, rising EC 
subsidies, and an ever-greater surplus that, 
dumped on world markets, will pull the 
price down further yet. Crazy? Or criminal? 





Italy 


A league onward 


FROM OUR ROME CORRESPONDENT 


piae general elections play no direct 
part in forming national governments in 

Italy, local elections are as good a guide E ) 
any to the mood of the nation: Judging by 
the local elections on May 6th and 7th, Ita- 
ly’s mood is crusty. First to feel the voters’ 





ent sorts of French Socialist. Mr Delors is 
a populist who likes consensus, and is 
rather chuffed if one suggests that he is a 
Christian Democrat manqué. Mr Cot is 
an unyielding academic who is contemp- 
tuous of Christian Democrats. 

Still, a ceasefire was called last month 
with the help of Mr David Williamson, 
the commission's secretary-general, and 
Mr Julian Priestley, secretary-general of 
the Socialist group in Strasbourg. The 
parliament will accept the commission's 
work. programme for this year. In return 
the commission will bring forward several 
social and environmental directives, in- 
cluding one on pregnant women and an- 
other on the burial of toxic waste. 

The commission has also agreed to a 
code of conduct with the parliament that 
offers its members a lot more than the 
code they rejected in March. The commis- 
sion will consult the parliament more of- 
ten. The most significant change concerns 
the parliament's influence over foreign 
treaties. At. the moment it has no say in 
normal trade treaties, though it can veto 
the rarer "association agreements”, which 
involve trade, aid and much else. The 
commission says that in future it will nor- 
mally table major trade treaties as associa- 
tion agreements. 

Mr Cor's strategy of conflict seems to 
be working. For the parliament, though, 
the modest increase in influence this has 
produced is a mere prelude to the panoply 
of treaty changes it expects from constitu- 
tional reform. 


Ga 
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crustiness was hé Communic party, West- 
ern Europe’s largest (and these days larger 
than most in Eastern Europe too), which 
suffered the biggest loss of votes in its his- 
tory. It won 24% of the vote, six points 
down on the previous regional elections of 
1985 and four points behind its result in last 
year's European poll. 

But though the Communists are reeling, 
the five parties in Italy's government coali- 
tion have little cause for jubilation. In Lom- 
bardy, Italy's most populous region, all the 
‘main parties lost votes to the local Lombard 
League, which has become the seeond -big- 
est party in the region with nearly 20% of 
he vote. Nationally, the League now ranks 
fourth, with 5% of the vote, ahead of both 
he Republicans, a member of the govern- 
nent coalition, and the fast-declining neo- 
ascist Italian Social Movement. Similar 
leagues in Piedmont, Veneto and Liguria 
lso did well. —— 

Many voters issued their rebukes in 
Other ways. Some 7m either abstained, 
handed in a blank ballot or spoiled their 
vote, 5m more than in the last regional elec- 
-ons in 1985. The Socialists were the only 
party in government to make gains over the 
‘previous regional elections, winning 1596 of 
“othe vote and confirming the party's slow but 
steady advance. 

The Communists, on the other hand, 
have continued their own steady decline, 
which began in 1984. This week's result was 
the party's worst since 1958 and a blow to its 
leader, Mr Achille Occhetto, who is trying 
to drop the trappings of communism and 
turn his party into a social democratic force. 
Mr Occhetto won majority support for his 
= bid to refound the party under a new name 
at an extraordinary conference in March, 
- but the search for a compromise with his 
traditionalist comrades has slowed him 
down. The new party, say Mr Occhetto's 
‘aides, may not be launched until early next 
year. The hardliners point to Communist 
losses throughout the country, including old 
strongholds in Tuscany and Emilia-Roma- 
gna, to justify their demand for a change of 
course. Mr Occhetto swears there is no turn- 
ing back, but his job may be on the line. 
Mr Occhetto's difficulties have put off 
. any immediate prospect of a left-wing alter- 
mative to the current government alliance, 
all the more so as the Socialists gained only 
«marginally from Communist losses. But the 
socialist leader, Mr Bettino Craxi, does not 
despair of leading a left-wing alliance capa- 
le, in the not-too-distant future, of sending 
taly's durable Christian Democrats into op- 
position. (They remain Italy's biggest party, 
with one-third of the vote.) Mr Craxi and 
"his aides were particularly encouraged by 
the results in the municipal elections, in 
which the Socialists did better than in the 
| regional vote, scoring an average of 17.896. 
For the time being at least, Mr. Craxi 
says he.is mod derately satisfied with the cur- 
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In from the cold 


IMES have changed since student 

travel guides to Europe had just two 
words on Albania: “Forget it." Europe's 
least-known country symbolically ended 
its self-isolation when its prime minister, 
Mr Adil Carcani, announced to parlia- 
ment this week that it wanted to take 
part in the (until now 35-nation) Confer- 


ence on Security and Co-operation in 


Europe, otherwise known as the Helsinki 
process. That announcement followed a 
statement last month by the party boss, 
Mr Ramiz Alia, that Albania was now 
ready to reopen contacts with America 
and Russia. And if that was not enough 
news from a once inaudible country, AL 
bania's parliament this week started 
passing a raft of reforms that should 
make life a bit easier for its people. — 


Albanian diplomats have consistently. 
denied Yugoslav press reports of unrest — 


in northern Albania. Yet Albania’s lead- 


ers seem to have decided that they had 


better show some signs of movement if 


they wish to avoid going the same way as - 
the Polish or East German communists, _ 


into oblivion. Many of the promised re- 
forms seem to be aimed at likely causes of 






rent government, led by Mr Giulio Andre- 
otti, a Christian Democrat (the Socialists 
hold ten ministries). Mr Craxi seems to 
agree with the political pundits who say 
that, having cleared this electoral hurdle, 
the government should last out the year. 
There is much less agreement on just 
how ltaly's government parties should re- 
spond to the challenge posed by the Lom- 
bard League and its friends in northern It- 
aly. The leader of the League, Mr Umberto 
Bossi, who was elected to the Senate in 
1987, says his party will not join in any local- 


-cially a militantly atheistic (but in fact 
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unrest. People have already been given 
more opportunities to build their own 
houses, thereby helping to ease the hous- 
ing shortage. Workers will now be able to 
earn extra bonuses for extra work. A 
proposal before parliament would actu- 
ally allow Albanians to apply for 
passports. | 
Albania's desire to join the CSCE not 
only gives it a chance to make new ties to 
the outside world (including the com- 


 mercial ones it badly needs after years of 


may be lifted), it also imposes obligations 
on the Albanian government to treat its 
people better. No doubt with one eye on 
the Helsinki human-rights promises it 
would have to sign, parliament is ex- 
pected to pass laws restricting the death 
penalty, giving defendants the right to a 
legal defence and the right of appeal, and 
allowing the distribution of religious pro- JL. 
paganda in what has been until now ofi- | 


| 
| 
1 
isolationism: the ban on foreign loans | 
| 
i 
| 
| 
| 
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mostly Muslim) state. 

Albania is not suddenly falling for de- 
mocracy. Its ruling Albanian Workers’ 
party has every intention of staying in 
charge. But it may well find that the iron 
rule of reform-—that one change leads to 
another—applies to Albania too. 
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government alliance unless at least some of 
its demands for greater autonomy are met by 
the national parties. His obstruction could 
make government awkward both in Milan 
and in Lombardy's regional assembly. But It- 
aly’s government parties must, above all, 
find an adequate response to Mr Bossi's 
charge that taxes raised in his region are be- 
ing squandered in the south. Unless he gets 
a good answer, Mr Bossi and his friends 
could be back with a vengeance in the next 
national election, maybe next spring. 
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When history passes by 


CENE: a dinner party in Amman. Characters: 

several businessmen, some journalists, a sprin- 
kling of diplomats. Conversation: full of the hu- 
mour and wistful self-deprecation peculiar to the 
Arab world. Underlying mood: despair at the 
wretchedness of the Arab condition. "Look at us," 
complains one Jordanian journalist, "Our situation 
is terrible. The whole world is getting democracy ex- 
cept for us. Our economies are a mess, we are weak, 
we are being left behind. We can't even stop the 
Russian Jews from immigrating to Israel”. 

Most generalisations about the Arab world are 
either too vague to be useful or else simply wrong. 
For many of those who inhabit it, the Arab world" 
is a misty concept. The 21 states (22 if you count 
Palestine) that belong to the Arab League stretch 
from the Atlantic to the Tigris and from Khartoum 
to Aleppo. Millions of their citizens—such as the 
black people of southern Sudan and Mauritania— 
do not consider themselves Arabs at all. Some Ar- 
abs are Arabs first and Syrians, Iraqis or Libyans 
second. For others, being an Arab has come to 
mean as little as being an Anglo-Saxon means to 
Britons and Americans. 

The peoples of the Arab world converse mainly 
in Arabic, but also in French, Kurdish and Berber. 
And even Arabic’s regional dialects are so strong 
that it can be hard for an Algerian and an Iraqi to 
talk to one another. Most Arabs are Muslims—and 
most of the Muslims are Sunnis rather than Shias— 
but millions of Arabs are devout Christians. Arabs 
divide themselves between westerners (from the 
Maghreb) and easterners (from the Mashraq). The 
sophisticated northern Arabs of Lebanon and Syria 
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consider the southern Arabs of the Arabian penin- 
sula ignorant tribesmen. Damascus and Cairo are 
equally certain that each is the beating heart of the 
Arab world. 

The generalisations of this survey are offered in 
spite of these complexities, not in ignorance of 
them. But one generalisation is safely made. No- 
body can travel anywhere in the Middle East in the 
first quarter of 1990 without noticing that Arabs do 
not share the euphoria of the rest of the world at the 
birth of the new decade. For a sense of the mood, 
consider how Arabs are reacting to three great 
changes taking place elsewhere in the world. 

e East Europe's Leninists collapse, tyranny ends in 
Romania. This reminds Arabs mainly that their 
own Ceausescus are still riding high. In a few coun- 
tries—Jordan, Algeria, Tunisia and soon, perhaps, 
in Kuwait—a handful of democratic experiments is 
under way. But they are so far a pallid reflection of 
events in Eastern Europe. 

@ The European Community takes giant strides to- 
wards closer integration. This reminds Arabs that 
their own efforts to achieve económic co-ordina- 
tion—through the Arab League and three newer re- 
gional organisations—are feeble by comparison. 
The Gulf Co-operation Council (ecc), created in 
1981, ties together Saudi Arabia, Kuwait, the 
United Arab Emirates, Bahrain, Qatar and Oman. 
In 1989 two more clubs were born. Morocco, Alge- 
ria, Mauritania, Tunisia and Libya banded together 
in the Arab Maghreb Union (AMU), while Egypt, 
Iraq, Jordan and North Yemen created the Arab 
Co-operation Council (Acc). So far no practical 
benefit has emerged from the alphabet soup. 








The Arab world, 
in despondent 
mood, blames 
outsiders for its 
ills. Peter David, 
our international 
editor, says its 
biggest troubles 
are self-inflicted 


Think of a 


problem, then 


multiply 






“the à Beene df deoocranie government sharpens the 
"dangers. Not one ruler in today's Arab League got 
his job through a free election. Whatever legitimacy 
“these regimes enjoy derives mainly from tradition, 
: fear, or an unwritten contract between ruler and 


| i Here Arabs eei tainly the loss of - 
pano reliable supporters of their cause against. 


; ikhail Gorbachev the So- 


ousands of Jews emigrate from the - 
to the Jewish state. The decisions of .~ 
h hoslov kia | and Poland to restore re- — 
v “did contract in times of plenty. But a bursting popu- 



















ruled: in return for your loyalty | will meet your ba- 
ic economic and social needs. That may be a splen- 





.— ation is already making it hard for governments to 
















x keep their side of the bargain. 


; This survey begins by asking why the number of 
abs is growing so fast, and what can be done 


about it. It describes the region's water shortage, 


here the mismatch between population and natu- 
esources is already acute. It assesses the chances 


i economic salvation through another boom in oil 


| jut at the core of the survey is the question 

democracy. For in one respect the predicament of 
hi Arabs i is similar to that of Russians and Eastern 
eans. In order to cope with their profound 


| n : “economic: and social problems, Arabs must first 
We consider some equally profound political changes. 


2 j ! development. . „Arab governments 
wend lot of time talking about how to align their 
foreign policies or to promote the Arab cause 
against Israel. Ic is all fascinating stuff. Yet these 
vague aspirations have virtually nothing. to do with 
the one vast practical problem that is going to domi- 
nate the Arab future: the problem of people. 

— The Arab world is in the middle of an unstop- 
pable population explosion. Its 200m-plus people 


will double in less than 25 years. Most of the extra 


200m will grow up in countries which are scarcely 
able to find bread and jobs for their existing num- 
bers. Some basic resoutces—including water—are 
already fully exploited, with little prospect of 
growth. In Algeria in 1988 and Jordan i in 1989, eco- 


nomic hardship caused rioting in the streets. But it 


is not only the very poor who are suffering. Increas- 
ingly, Arab governments are failing to meet the as- 
pirations of the urban middle classes on whose sup- 
port their political survival may come to depend. 

A widening gap between demands and re 


ernal - processes. working l 


"out : strong leaders, they add, some of the lieu Arab 











Sounds obvioul te wh alas, to erudite Arabists 







states manufactured by the great powers at the end 
of the first world war would collapse into warring 


» tribes, as Lebanon has. The best that Arabs can 
hope for is therefore a slow and controlled opening 


up of political life, with full, western-style democ- 
racy postponed for the distant future. — - 

This survey begs to differ. Those are indeed 
views to which Arab rulers find. it convenient to 
subscribe. But ordinary Arabs have little trouble un- 
derstanding what :the West, and now increasingly 
the East; mean by democracy. Arabs are as keen as 
Indians, Americans, Poles and Romanians to see 
their rulers’ autocratic power constrained by checks 
and balances. They would like the chance to remove 
unpopular leaders through the ballot box instead of 
uprisings or coups. And they are denied that right 
by rulers who cling ruthlessly to power, not by some 
ineffable cultural handicap it takes a professional 
Arabist to understand. 





'ELIABLE censuses are scarce, but in no: SAR 
b country is the Sioa increasing by less 





least four out of ten people are under the age of 15. 
The population of the Arab world as a whole is set 


to double. within 23 years. The consequences, for - 





already. struggling.to meet citizens’ rising 


expectations, will be staggering. 


‘It is happening for two reasons. For the past 20 


years better living standards and health services 


have been keeping more new babies alive (see chart 
on next page). This trend has further to go, because 
current infant mortality rates in Arab countries are 


still far higher than in the western world (Kuwait is 


than 21596 a. year. In almost every Arab country at 


an honourable exception). In some poorer Arab 
countries—the two Yemens, Mauritania, Sudan— 


more than 100 out of every 1,000 babies still die in 


their first year; in Egypt more than 90. Even in rich 
Saudi Arabia the mortality rate is 83, as against nine 


- in northern Europe. 


The second: population seemed is the Arab 


‘tendency to have vast families. North Yemen, with 


more than eight births per woman, probably has the 
highest fertility rate in the world. In general, Arab 
fertility rates are twice the world average. This accel- 
erator, unlike the decline in infant mortality is one 
that governments could try to ease, by preachin 


the benefits of smaller families and 



















wider use of coritraception. Few do so. 

- Colonel Qaddafi of Libya, and the rulers of the 
Gulf oil sheikhdoms, think big populations will 
make their countries stronger. Iraq, having just 
emerged from a war against a more populous neigh- 
bour, boasts of having stopped a trend towards 
smaller families by offering generous incentives for 
more babies. Iraqis receive interest-free housing 
loans after the birth of a fourth child, and mothers 
are entitled to a year's maternity leave on full pay. 
“Bear a child,” said posters in wartime Iraq, “and 
you pierce an arrow in the enemy’s eyes". 


Bangladesh on the Med 


Other governments, such as Jordan’s (quietly) and 
Egypt's (noisily), recognise that their populations 
are expanding too fast for their economies to keep 
up. But to slow down population growth they must 
overcome a traditional Arab belief in the blessing of 
large families, as well as a conviction that contracep- 
tion is not compatible with Islam. In recent years 
Egypt has proved that family planning can be made 
acceptable in the Arab world. But Egypt’s experi- 
ence also shows how slow improvement can be. _ 

At the beginning of the last century Egypt had 
fewer than 2/2 m people. Today there are 55m Egyp- 
tians, and their number grows by 1m every eight 
months. Egypt cannot find homes or jobs for its ex- 
isting citizens, let alone the 50m more it will add 
over the next quarter-century. Barring an Egyptian 
Wirtschaftswunder—an event about as likely as an- 
other parting of the Red Sea—Egypt is on its way to 
becoming a teeming Bangladesh on the southern 
rim of Europe. 

Egypt is fortunate in having a leader willing to 
talk about the demographic peril ahead. President 
Hosni Mubarak seldom makes a speech without 
mentioning the need to curb the size of families. But 
his sense of urgency is not shared by the Islamic fac- 
tions that oppose his government in parliament. 
The attitude of Mr Maamon Odeibi, a spokesman 
for the Muslim Brotherhood, is typical. He con- 
cedes that Islam permits birth control when it is ab- 
solutely necessary. He also concedes that Egypt's 
population is outstripping economic growth. His 
answer, though, is to emphasise economic growth (a 
simple matter of applying Islamic law, or sharia), 
not family planning. 

To counter such views, the Egyptian govern- 





ment goes to extraordinary lengths to show that it is 
possible to practise contraception and still be a good 
Muslim. In 1988 the grand mufti of Al-Azhar issued 
a fatwa (religious decree) affirming Islam’s accep- 
tance of birth control. Egypt’s Information, Educa- 
tion and Communication Centre, the government 
agency responsible for preaching the benefits. of 
family planning, draws many of its arguments from 
the Koran and the Hadith. These sacred texts, ar- 
gues its director, Mr Nabil Osman, emphasise the 
importance Islam places on the quality of human 
beings, rather than on sheer numbers. E 

The government seems to be winning the argu- 
ment. Abortion, it is true, is illegal except when the 
mother's health is at risk; and sterilisation is 
frowned on by the religious authorities. But in 
Cairo more than 60% of women of reproductive age 
are reckoned to be using contraception, up from 
3096 in 1984. Although progress is slower outside 
the capital—in some upper Egyptian cities fewer 
than one couple out of five practise contracep- 
tion—the trend is in the right direction. In surveys, 
only a tiny fraction of wives cite religious scruples as 
a reason for shunning birth control: most worry 
more about side-effects. 

So the outlook is rosy? No. Even on heroic as- 
sumptions it will take a long time to stabilise the size 
of the population. The Egyptian government aims 
to cut the present rate of increase, 2.896 a year, to 
2.196 by 2001. But in a fast-expanding population, 
the use of contraception must spread just to keep 
the growth rate steady: to meet its goal, Egypt has to 
double the present number of couples using contra- 
ception. Meanwhile six out of ten Egyptians are un- 
der the age of 20, and about 4096 under the age of 
15. This bulge will have to pass through the fertility 
cycle before there can be any prospect of the popu- 
lation beginning to fall. | 


The political fallout 


Demography sounds dull. But the population explo- 
sion is undoubtedly the most dangerous as well as 
the most visible change taking place in the Arab 
world. Walk along Avenue Habib Bourguiba, the 
main street of Tunis, on any working day and you 
will see cafes brimming with bored young men: up 
to 40% of Tunisians are unemployed. Sleepy Casa- 
blanca has become a city of 3m souls, with a swelling 
penumbra of slums. Food riots broke out in Moroc- 
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. €o's northern cities in 1984. Greater Cairo is home 
to 13m people, hundreds of thousands of whom 
— make their homes in cemeteries, cardboard shan- 
ties, alleys and doorways. At the end of this decade, 

Cairo will be the fifth-biggest city in the world. 

Why should all this be dangerous? Whether 
they are rich or poor, most Arab regimes have fallen 
into the habit of buying the loyalty of their subjects. 
Saudis and Kuwaitis get fancy housing loans; Egyp- 
tians get food at. subsidised prices and automatic 
government jobs if they graduate from university. 
The population explosion threatens to blow these 
cosy arrangements apart. The queue for the govern- 
ment jobs Egyptian graduates expect as a right is 
now 2m people and several years long, even though 
many of these jobs pay so little that their occupants 
drive taxicabs to make ends meet. 

. Egypt, admittedly, is Egypt: poor, teeming, 
short of natural resources. What about the rich oil 
sheikhdoms of the Gulf? Surely they have no cause 
to fear a big rise in numbers? 



















































































Rich men’s woes: 
Most of these regimes welcome more babies. More 
births at home offer the hope that one day the Gulf 
states will be able to run their economies without 
importing foreign labour, and the unwelcome for- 
eign ideas the imported labour brings with it. But 
even the sheikhdoms have cause to worry. The 
populations of the GCC states are rising at a faster 
rate than Egypt's, at about 31296 a year. That means 
that they will double from 10m people to 20m with- 
in the next two decades. But difficulties will come 
sooner than that. By 1992, says Birks and Sinclair, a 
British consulting firm, almost half of Saudi Ara- 
bia’s population will be under the age of 14. 

Adjust for expectations, and the Gulf states, 
too, will fnd keeping to their unwritten social con- 
tracts increasingly difficult. Because they are rich, 
they have granted their citizens a contract that is 
unsustainably generous. Gulf citizens do not expect 
to pay income taxes, or to pay for schools and medi- 
cine, or to meet the real cost of the electricity they 
consume. Saudi citizens expect to receive a well-paid 
and dignified job, regardless of their ability to per- 
form it. Every Saudi is entitled to receive from the 





































government à plot of la ad aud as n Rit: 
free loan to build a house on it. Saudi Arabia, | 
course, has vast resources of oil. Yet Oman, whose 
wells could run dry within 20 years, is almost as 
generous. 

One answer to population pressure is migra- 
tion. The Arab world is not uniformly over- 
crowded. The rich countries of the Arabian penin- 
sula still have small, unskilled native workforces. 
Since the establishment of the Gulf oil industries in 
the 1930s, these countries have been magnets for 
Arabs elsewhere. The oil-fired boom that followed 
the Yom Kippur war of 1973 turned them into big 
importers of labour, both Arab and non-Arab. 
Their ability to offer work to jobless Egyptians, Ye- 
menis and Jordanians makes them an essential po- 
litical safety-valve for the labour-exporting regimes. 

The International Labour Organisation reck- 


ons that one in five Egyptian workers is jobless. 


Somewhere between 2m and 4m Egyptians work 
overseas. Most are in Iraq, the bulk of the remain- 
der in Libya, Jordan, North Yemen and the Gulf. 
Their remittances home-—and the assets they bring 
home on their return—have become an indispens- 
able part of the Egyptian economy. 

In Jordan migration is caused not so much by a 
shortage of jobs, but by a shortage of jobs that Jorda- 
nians are willing to do. In Amman’s hotels you are 
as likely to be served by a Filipino as an Arab. Jor- 
dan’s bakeries are staffed almost exclusively by 
Egyptians, who accept wages that Jordanians would 
scoff at. Much Jordanian unemployment is among 
new graduates who are unable to find work they 
deem worthy of their talents. Many Jordanians are 
themselves migrant workers, often doing profes- 
sional or engineering work.in the Gulf. There they 
complain bitterly that their pay is kept low while 
their firms are compelled to employ large numbers 
of local people as unwanted, unskilled and overpaid 

"guards" and "drivers". 

Easing and regulating the flow of labour be- 
tween states was one motive for the creation of the 
Arabs’ three regional economic groupings: the 
Gulfs ccc, the Maghreb’s AMU and the Acc with 
its miscellaneous members. But migration can. also 
bring political trouble, in two ways. One source of 
tension is the volatility of the demand for labour in 
the Gulf; the other is the ambivalence Gulf sheikh- 
doms feel about their growing armies of foreign 
workers. 

The Gulfs demand for foreign labour soared 
with the booming oil revenues of the 1970s, then 
slumped with the recent years of oil recession. Oil’s 
ups and downs resulted in many Yemenis, Egyp- 
tians and Jordanians being forced to return home. 
Gulf employers cut the wages of those who re- 
mained, which in turn cut the remittances they were 
able to send home. The war between Iran and Iraq 
provided some compensation: at its height up to 2m 
Egyptians found work in Iraq, taking the jobs of 
Iraqis drafted to the front. Then came the ceasefire 
of 1988, and Iraq’s priorities went into reverse. 

As Iraq begins to demobilise, it is repatriating 
thousands of its Egyptian workers. It has also put a 
cap on the amount of hard currency Egyptian work- 
ers can send home. Egypt and Iraq are allies in the 
newly formed ACC, which means that Iraq shouldin | 
principle give priority to Egyptian workers. Instead, | 











DUBAI 
DUTY FREE'S 
FINEST SURPRISE 
CONTINUES... 











^C 
ss 


TO WIN THE 
WORLD'S FINEST CAR 
AT THE 
NEWLY EXPANDED 
DUBAI DUTY FREE 


Tickets are priced at Dhs. 500/ US$ 138 
and limited to 1000 bonafide departing 
and transit travellers. 

The draw date and winning number will be 
published in the international press and the 
car will be shipped to any part of the world 
free of charge. 


The finest collection at the world's 
most elegant duty free. 
X. 
cmeneieton—Fly-Buy-Dubaj— 2 2 e Gsm 
Ae 
e 


$ 
V byti 














migration is souring relations between the two 
countries. Returning Egyptians complain of mis- 
treatment in Iraq, and say they are still owed money 
by their former employers. — | 





The sheikhdoms of the Gcc are also becoming 


increasingly reluctant providers of jobs. For all their 
fabulous wealth t are based on small, tra- 
ditional, tribal co es that already feel them- 
selves swamped b workers. Although they 
say they welcome movement of fellow cec 
nationals, who co societies similar to their 
own, they are: about the uncontrolled 
he wider Arab world. - 
their misgivings are under- 
has three foreign resi- 
gh nd Palestinians—for ev- 
ry two Kuwai end of 1985 Saudi Arabia's 
labour force stood at some 4.4m, of whom some 
2.lm were foreigners. Oman actively discourages 
the immigration of Arab workers: most of its guest 
workers are Indians and Pakistanis. Even so, about 
— half of Oman's school teachers are Egyptians. 
.. Would-be migrants from the northern Arab coun- 
. tties are bitter at what they perceive as a growing 
. preference among Gulf states for cheaper and less 
troublesome workers from Asia. : 
Migrant workers in the Gulf have not yet clam- 
oured for broader rights within the host societies. 
Many, living in constant fear of deportation, are too 
scared to speak out. In time they will. A high pro- 
portion of the non-citizens of Kuwait are long-term 











standable. Kuw 











residents who feel they have helped to build the new _ 


state and deserve full citizenship. Instead, the Ku- 
waitis have made naturalisation as difficult as possi- 
ble. Those residents who are lucky enough to be- 
come citizens must wait 20 years for the right to 
vote, and are even then disqualified from standing 
for election. ! | 


The movement of labour is not a problem for 


the Arab world alone. In the Maghreb, as in Egypt, 


Unsubversive employment 


migration has become a vital way to ease the pres- 
sure of fast-growing populations. Maghrebis cross 
the Mediterranean to Europe instead of going south 
to the Gulf. On some estimates 9m North Africans 
have worked in Europe over the past 20 years. 

In principle, there is scope for growing co-oper- 
ation between Western Europe, with its stagnant 
and aging population, and the Maghreb, with its 
growing and increasingly young one. Within 20 
years the combined populations of Morocco, Alge- 
ria and Tunisia could be twice as big as France's: the 
knocking at Europe's door will grow louder. But 
1.5m North Africans already live in France, and one 
consequence is that racial tensions there run high. 
What if Western Europe turns in future to new 
sources of labour, such as fellow Christians from the 
newly accessible countries of Eastern Europe, rather 
than to the Muslim south? Ultimately, the Arab 
world must find a way to solve its people problem, 
not just export it. 3 EL UPS 












Parched 


JN THE arid lands of the Middle East, water is a 
PA precious resource. Whenever Arab leaders hold 
summit meetings much anxious talk is devoted to 
-what they like to call "water security”. In the past 
year such talk has taken on a special urgency. Arabs 
feel that their access to three of the region's life-giv- 
. ing rivers—the Euphrates, the Jordan and the 





tries upstream. mE 

This is not an idle worry. For several weeks last 
January Turkey interrupted the flow of the Euphra- 
tes on its ancient course downstream into Meso- 
potamia. The Turks are using the water to fill their 
'new Ataturk dam, the biggest of 21 dams that make 
up the Grand Anatolia Project (GAP), through 


which Turkey hopes to create up to 2m hectares of ~ 


new agricultural land and bountiful hydroelectric 


power for the south-east of the country. It is an ex- 


‘citing prospect for Turks; and a correspondingly 


alarming one for Syria and Iraq, the. Euphrates's. 


„downstream users. "s 
In an average year the Euphrates us 
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ile—is being threatened by the non-Arab coun- 


about 30 billion cubic metres of water into Syria. 
The Ataturk dam can hold nearly 50 billion cubic 
metres. To fill it completely, at one go, Turkey 
would have to stop the Euphrates for nearly two 
years. In practice, the filling will be gradual. Still, 
Professor Thomas Naff, of the University of Penn- 
sylvania, forecasts that full implementation of the 
GAP scheme could cut Syria's permanent share of 
the Euphrates by up to 40%, and Iraq's by 80%. 

_ The Turks, of course, would not permanently 
deprive the downstream countries of their fair share 
of the water. Or would they? Arabs see an unhappy 
precedent in the case of the Jordan river, which runs 
through Syria, Israel and Jordan before emptying 
into the Dead Sea. In the mid-1950s the three coun- 


tries discussed an American plan for sharing the riv- 


er's waters between them. Given the continuing 


.. state of war between Israel and its Arab interlocu- 
tors, the scheme was never implemented. Instead, 
Israel began to divert the Jordan’s waters at Lake 


Tiberias, taking them through its National Water 


Carrier to central Israel and the Negev. Jordan still 













How to fight over 
water, and wast 
it too | 










gets water from 
canal; but the litt ? water 
Lake Tiberias is. nowadays too salty to use for 
irrigation. 

Egyptian aane depends utterly on the 
Nile. In 1986 and 1987, with drought in Sudan and 
Ethiopia, Egypt grew alarmed at the Nile's falling 
levels. Relief came with the big rains of 1988. But 
now Egypt has a new worry. Government officials 
believe (although they offer no evidence) that Israeli 
water engineers have been conducting water surveys 
in Ethiopia and Uganda. This has given rise to fear 
that upstream governments are planning irrigation 
projects that could reduce the amount of Nile water 
reaching Egypt. 





Rumours of war 

k has become fashionable, against this background, 
to say that the next war in the Middle East could be 
fought over water. Squabbling over water is, after 
all, the ultimate zero-sum game. Yet war is not 
likely. It may have been high-handed of Turkey to 
cut of the Euphrates for a month, but the ensuing 
clamour from Iraq and Syria was probably a marker 
for future litigation rather than a genuine expres- 
sion of surprise. Under Turkey’s GAP project, dis- 
ruption of the Euphrates will reach a peak in 1994, 
so there is plenty more scope for friction. But fric- 
tion is not the same thing as war. 


river, via its East Ghor | 
hat flows southward from - 










half a Syria’ $ workforce] is émolovedi in perire 
most depend on the Euphrates for irrigation. Iraq 


has to worry not only about Turkey's dams, but also 


about Syria's. In 1975, when Syria built its big Al- 


Thawra dam, Iraq accused Syria of reducing the Eu- 
phrates to: an. intolerably low level and rushed 
troops to the border. The Syrians are now building 
a second dam. Syria suspects that Turkey might use 
its control of the Euphrates as a political weapon: 


perhaps to stop Syria from supporting Kurdish 


guerrillas in Anatolia. Turkey, with neat symmetry, 
suspects that the Syrians intend to use their support 
for the guerrillas as a lever in water negotiations. 

Turkey can point to some sound hydrological 
reasons for its dam project. It makes sense to dam a 
river such as the Euphrates, which ís subject to sea- 
sonal floods. It makes sense to build the dams in 
relatively cool Turkey rather than in hotter Iraq and 
Syria, where more of the water would be lost 
through evaporation. Iraq, the Turks point out, has 
the use of the Tigris, and could, at a price, divert 
Tigris water into the Euphrates. 

The Turks have, moreover, shown some sensi- 
tivity to the anxiety of their downstream neigh- 
bours. The three countries held practical talks 
about water throughout the 1980s (and, despite the 
hatred between Iraq and Syria, the two countries 
signed a Euphratessharing agreement on April 
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Saudi desert blooms, ata fancy price - | 








x à quirements by 1995, yer ; 
cepts thatit would be folly to start building the dam i 


-ing indirect talks about the Unity dam, althou hf 
they are shrouded in secrecy. | 





until Israel agrees. Israel, Jordan and Syria are hold- - | 


And the Nile? It is not inconceivable that Erhi" ! 


_- pia has consulted Israeli engineers about water (al- 
DE though: war-torn Ethiopia is probably in no state to 

take on a massive engineering project). Israel and 
Ethiopia recently renewed diplomatic relations. Is- 


`- rael, moreover, once pursued what it called a “pe- 





| 16th). Turkey has even proposed building a "peace 
pipeline" that would take water through the Middle 


‘<> East from its Ceyhan and Seyhan rivers, which dis- 


charge uselessly into the Mediterranean. The Turk- 


ish idea—dismissed by the downstream Arabs as a 


propaganda ploy—is that one.branch of the pipe- 
line would travel through Syria and Iraq, another 
through Syria, Jordan and. Saudi Arabia. An Ameri- 


can engineering company has put the cost of the 
project at $21 billion: a lot of money, but less by far 


than the cost of a war. 

Turkey has diplomatic relations and growing 
trading ties with its Arab neighbours. Because Israel 
has neither, the theory goes, arguments about water 
between Israel and the Arabs are likelier to cause a 
war. Those who subscribe to this theory point to the 

i artillery duels that took place between Israel and 
Syria in the 1950s, when Syria tried to stop Israel 
from building its National Water Carrier, and again 
in 1965 and 1966, when Israel used force to stop 


Syria from diverting the Jordan's headwaters. Arabs 


claim that Israel covets the waters of the Litani in 
southern Lebanon, and that Jewish farmers are tak- 
_ ing an unfair share from wells in the Israeli-occupied 
West Bank. i 

Water is indeed part T the conflict between Is- 
rael and its neighbours. It might serve as a pretext 
for some future war; and it would certainly need to 
figure in any negotiations to re-partition Palestine. 
But it will probably never be the cause of a war, and 
specially not an Arab-Israeli one. Jordan, militarily 
weaker than Israel, has already lost the use of its 
eponymous river, so is hardly likely to risk a fight 
over water. Syria and Israel, in contrast, are strong 
military powers, equipped with missiles and uncon- 
ventional warheads. They stand to lose more from 
fighting E other than they could gain by interfer- 
ing with the Jordan. 

In some ways, indeed, the perpetual militer 
tension between Israel and its neighbours may deter 
each side from unilateral actions over water. Israel 
built its National Water Carrier when it was clearly 
stronger than Syria. Today it would think long and 
hard before provoking a costly military fight with 
_ President Assad. Syria and Jordan have yet to begin 
. work on a long-planned dam, the Al-Wahda or 
“Unity” dam, on the Yarmuk river near the Sea of 


ese Galilee. Without the dam, Jordan may be unable to 











| | 6 ripheral” policy, designed to destabilise its sur- 
_ rounding Arab enemies by courting regimes, such 


as Iran and Ethiopia, on the Arabs’ own borders. 
But that was well before Israel signed a peace treaty 
with Egypt. It is hard to imagine Israel jeopardising 
that treaty for the sake of an engineering contract, 
or better relations with the tottering empire of Ethi- 
opia's President Mengistu Haile Mariam. 

Water may not produce a war. It is nonetheless 
an acute problem for the Arab world. According to 
Mr Elias Salameh, who directs the Water Research 
Centre of the University of Jordan, the average Jor- 
danian uses only 83 litres of domestic water a day 
(compared with more than 250 litres in next-door 


Israel and 350 litres in Western Europe). Yet in Jor- 
.. dan, as in Syria, taps routinely run dry in the sum- 
. mer. lordan has little hope of increasing its supply of 


water, but knows that its population m double 
over the next two decades. 


Growing your own 


How can such countries cope? They can use water 
more efficiently, if they have the money to buy irri- 
gation equipment. But many Jordanian farms are al- 
ready as water-efficient as existing technology can 
make them. To live within its hydrological means, 
the Arab world will simply have to accept the need 
to curtail agriculture. That, alas, is not a conclusion 
many governments are willing to hear. 

-Far from it. Most Arab regimes consider the 


ability to grow their own food a part of national se- 


curity. This belief was fortified in the 1970s, when 
some American politicians suggested using food as a 
weapon against the Arabs, just as the Arabs were 
using oil as a weapon against the West. Those west- 
ern threats are seldom heard any longer. Yet a lot of 
Arab governments still cling to the impossible 
dream of becoming selfsufficient in food, even 


though expanding populations and changing diets 


are pushing up the proportion of GDP spent on im- 


. porting food. 


One nonsense caused by the quest for self-suffi- 
ciency is the squandering of precious fossil water to 
grow cereals, instead of high-value crops for export. 
Saudi Arabia pumps fossil water from under the 


-desert to grow wheat. Last year it was buying wheat 


from its farmers for more than $500 a tonne. It is 
not surprising that some Saudi farmers sold the gov- 
ernment more wheat than they grew. They buy it 
abroad, smuggle it home, pretend it is home-grown, 
and pocket the exorbitant official price. 

In 1989 the Saudi government subsidised wheat 
production to the tune of $1 billion, turning the 
country into a net exporter of grain. Importing. the 
same amount of wheat at market prices would have 
cost a trifling $120m: The Saudi riposte is that poli- 
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YOUR NEW BASE FOR WORLD MARKETS 


Dubai's Jebel Ali Free Zone has now made it easy 
for international companies to set up trading and 


a No personal income taxes 
B No import duties/export taxes 
industrial bases in the Middle East 
| ] ^ a No sponsorship restrictions 
Corporations such as Black & Decker, Caltex. 
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Looking 
at the 
global 
economy 
from an 
oil and 


petrochemical 


perspective. 





FINANCIAL US$ 
HIGHLIGHTS 1989 MILLIONS 
Authorised Capital 1,200 
Shareholders' Funds 607 
lotal Assets 945 
Loan Balances 420 
Equity Participation 78 
Ireasury Investments 408 
Net Profit 24 
Dividends 20 
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Necessity may well be the mother of invention but its from 
commitment that innovation springs. 
Without long term commitment there can be neither the 


vision nor the imperatives needed to develop new products and 


services and infrastructures. 


eas 
SNA 


Over 35 years of continuous commitment to the Guli 
reinforces our reputation as innovative leaders. 
That's true in virtually every key market in the Middle East. 


That's true in corporate and private banking, in investment and 


consumer services, in treasury and trade finance. 





Whenever, whatever, wherever your banking needs arise you'll 


find our global network ready, willing and able to service thern. 
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bably- have been invested more efficiently. 















l J sive). Much of the international scorn n heaped on ; 
e this project is misguided, says Professor Tony Allan - 
of London University's School of Oriental and Afri- 


1 oto be used efficiently for urban use not—as Colonel _ 
Moammar Qaddafi originally: intende :d- 
| Wheat and support livestock. 





thim H d *. dish out lavish subsidies to farmers. Arguably, they 
jes to grow 


. Meanwhile the money, and the water, - 


nother offender. It is building a spec: 

of pipelines, known as the “Great 

de River’’, to move water pumped from un- . 
f ara desert. northwards to the coastal re- 

se in agriculture. The cost of this phased — 

project is $25 billion (a little bit more than the esti- - 

mated price of Turkey's Peres peace ee 


tional priority, even though: 
the water its grandiose projects need. One day, pain- 
ful as it may be, Arab governments will have to ad- 
just to the idea that, if you live i in a desert, ' 
security" and. "food security" are MUR to > be Bow 






which Syria and Iraq consider o: 








can Studies: Libya has no rivers, so really does need 
to exploit the fossil water of the Sahara. But he ar- 
gues that water that costs so much to exploit ought 












to irrigate 







Westerners are in no ostio to scoff at all this. 
Governments in Europe and North America also 












have less excuse. In the parched lands of the Middle 
East, history has given cultivation a special signifi- 
cance. Egypt’s millions of people are compressed - 
into a narrow band between the Nile andthe desert. — 
re 4% of Egyptian land (an area about the same —— 
ize of Switzerland) is cultivable. Liztle wonder that 

i government regards land reclamation as-a na- 
simply does not have 
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- Oil to the rescue? 


S THE world's economy grows, so does its thirst 

for oil. At present about two-thirds. of the 
y s. known oil reserves are owned.by OPEC's 13, 
mostly Arab, member states (see. chart below). 


Three Arab countries—Saudi Arabia, Iraq and Ku- 


wait—own two-fifths of it. How bad, given the 
arithmetic, can the Arabs’ woes really be? 


Answer: quite surprisingly bad. In three ways oil 
has proved to be a fickle ally. Its price is volatile; it rua 
distorts the shape of the oil-pumping economies; - 


„andit sharpens resentments between rich and poor 
< countries in the Arab world. | 
| For seven years after the: uina war of 


E 973, oil-brought its Arab produ: ers oo ive n 
Ara x Beds Toa the pa of I—and 
turned out to be wrong. What if 






i ‘plenty. In 1973 oil earne 
opec plus Iran less than $20 








tise, revenues had soared to nearly $220. billion. 


Then, as the world found other suppliers and better 
- ways to conserve energy, came six years of calam- 


itous decline. By 1986 revenues had slumped to un- 
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call on OPEC's resources is 20m- 
v m 1995 it will reach sho i 


the Iranian revolution prompted another ih price 
worries about the environment. What if n 
_ ods of exploration and drilling hoist non-OPEC sup- 


generate an extra dollar of Gpp is falling: between 
` becoming ever more popular as first-world govern- 


~ true, find greener technology harder to afford, so 








der $60 billion (see chart on. ré 
The outlook for the 1990s 
Gulf, the. conventional wisdom 
nanza is on the way. The argum e: 
follows. Since 1986's oil-price crash, world emand: 
for oil has | grown by about 2%-a prese 
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to grow as predicted? It may not | given first-world 





plies above expectations, as they have in the past 
decade? And what if the threatened shortfall in the 
cartel's own production never materialises? Most ev- 
idence suggests that the cartel’s. members—notably 
Saudi Arabia and Iraq—are positioning themselves 
for a big increase in output. 

Take a closer look at each of these points. In the 
OECD countries the amount of extra oil needed to 


the oil shock of 1973 and 1985 it fell by a whopping 
4096. Conservation, the main cause of that fall, is 


ments respond to the environmental worries of 
their voters and consumers. Poorer countries, it is 


their economies will continue tc guzzle oil. The 
developing world, however, accounts for only two- 
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ARIG. A TRULY INTERNATIONAL PRESENCE 


ARIG has the resources to cover any claim, 
worldwide. A broad range of expertise in all 
aspects of insurance and reinsurance, and 
policies that are drafted by some of the most 
highly qualified underwriters in the industry. 
ARIG has a solid capital base. A proven 
track-record of absolute reliability. And 


a programme of global diversification have 
led to its establishment as one of the leading 
and most dependable insurance companies. 

For acompletely professional approach to 
all aspects of insurance and reinsurance, 
diversify into the worldwide resources and 
expertise of ARIG. 
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SOLID PROTECTION AROUND THE GLOBE. 


Head Office: ARIG House, Diplomatic Area, P.O. Box 26992, Manama, Bahrain. Telex: 9395, 9396 ARIG BN, Telephone: (0973) 531110. Telefax: 531155, 530289 
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fifths of the world's oil consumption. 

OPEC takes comfort in the relatively stagnant ca- 
pacity of non-OPEC producers. Their oil is certainly 
much more expensive to extract. Many American 
wells have been driven out of business by drooping 
prices. But here, too, technology can offset the car- 

mputer: simulation is making 


tel’s advantage. ul: | 
new reserves of 6 nd, and new horizon- 













an geologists believe. that 





1 the past, a lot of forecasters have got 
rong by underestimating the resource- 





; a fundamental political fact 
OPEC. The interests of its members 
ntical, and often in conflict. - 

setting quotas for each producer the cartel 
ensure that rising demand nudges up 
ces. But when prices do rise, producers cannot 
1 st exceeding their quotas to sell more oil. Worse 
till, t 








the Arab members are split between two 
groups of countries, each of which has a different 


strategy towards oil. On one side are countries like. 


Iraq, which are hungry for foreign exchange and 
therefore impatient for higher prices. On the other 
are the small desert sheikhdoms with big reserves of 
| _ oil. Less desperate for cash, they prefer a patient ex- 
pansion of market share, which means pricing out 
rival producers by keeping the price relatively low. 
A final conflict inside the cartel comes from the 
growing investment of some of its members in 
downstream activities, such as refining and retail- 
ing. Kuwait, a big downstream investor, has an in- 
terest in resisting price rises that reduce the amount 
of petrol it sells through its newly acquired filling 
stations in Europe. Iraq, in contrast, wants a higher 
price to help it rebuild after the Gulf war. At an 
Arab minisummit in February lraq's President 
Saddam Hussein suggested reviving the use of oil as 
a weapon with which to punish the United States 
for its support of Israel. The Kuwaitis must have 
shuddered. | z : 


' Work and rent an g $ | 
It is not only the unpredictability of the price that 
makes oil a fickle ally. It sounds odd, but pumping 
oil can make earning a living unhealthily easy. 

In an oil-based economy, only a fraction of the 

.| population is responsible for generating wealth; the 

>f rest just spend it. A certain kind of easy money 

| . breedsa certain kind of mentality. Wealth comes to 
be viewed asa windfall gain, or a right, rather than a 

. | "reward for work or risk-taking. Oil revenues go to 

| the government, which thereupon comes to think 

Of itself as a disher-out of favours, not as an 

organiser of productive energies. Economists call 

this a rentier mentality. Laymen sum it up by ob- 

serving that many Saudi Arabians are too rich and 
have an aversion to hard work. og 

Much of the criticism Gulf Arabs have had to 

_ endure since the beginning of the oil boom is unfair. 

To be sure, instant riches brought waste and profli- 


-gacy: a lot of oil earnings went into western banks, - 


vanish down the drain of third-world debt. at least territorially contiguous, does no better: in 


only to 
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rves aré twice as big as previously 





Yet petrodollars also enabled the previously unde- 
veloped countries of the Arabian peninsula to build 
a modern infrastructure without running up un- 
manageable debts. If some capital projects— 
unfillable soccer stadiums, 40-floor trade centres, 
studentless universities—were white elephants, oth- 
ers were sorely needed roads, schools and hospitals. 
Those states which do not relish a future as ren- 
tier economies have tried harc to diversify. 
Throughout the Gulf five-year plans bristle with in- 


tentions to build factories, expand farming and di- 


minish reliance on oil earnings. Saudi Arabia makes 


- western governments that sell it arms offset the 


price by investing money and knowhow in local en- 
terprises. The hard part is identifying activities 
(other than petrochemicals, and those are bumping 
against Europe's protectionism) in which the 
Gulf—with its small internal market and unskilled 
workforce—enjoys a comparative advantage. Brit- 
ish firms looking for investments as part of the off- 
set arrangement included in. Britain's gigantic Al- 
Yammamah arms deal with Saudi Arabia are 
finding their job desperately hard. 

Is there an alternative? Kuwait has taken a dif- 
ferent approach. Recognising its limited. industrial 
potential, it concentrates on buying and managing 
manufacturing and retailing businesses in Europe. 
That may be a good enough option for a city state 
(Kuwait’s population is still under 2m), but it is no 


model for countries whose main worry at the turn of 


the century will be finding something unsubversive 
for their expanding populations to do. And Ku- 
wait s approach exposes it to all the ills, real or imag- 
ined, of the rentier economy. So far as industrialisa- 
tion is concerned, the Gulf Arabs are damned if 
they do and damned if they don't. — — 


So hard to share | 
The economic problems of Arab countries are not 
uniform. Saudi Arabia can afford to build an econ- 
omy on sand because an ocean of oil swims under 
the sand. Iraq enjoys an almost perfect balance of 
oil, population and water: its future will be bright 
unless President Hussein starts another war (and if 
he can service the $60 billion or so of debt from the 
last one). The poorer Arab countries, noticing that 
their neighbours have become rich, would like to 
win a slice of the action. Hence their sudden enthu- 
siasm for European-style economic integration. 

During the Gulf war, the GCC states poured an 
estimated $40 billion into the Iraqi war effort 
against Iran. A fraction of that sum, invested in 
Egypt, could have transformed the Egyptian econ- 
omy. Many Arabs see their new regional groups— 
the GCC, ACC and AMU—as embryonic economic 
communities, which will foster the development of 
inter-Arab trade and investment. It is probably a 
vain hope. The newer organisations are certainly 
more promising than the Arab League, which is 
weighed down by 21 members and a constitution 
that demands unanimity for every decision. But 
they are primarily political alignments between 
countries that will continue to have non-comple- 
mentary economies. . > 

A footling 5% of the trade of Egypt, Iraq, Jor- 
dan and North Yemen—the members of the acc— 


_is.with one another. The amu, whose members are 




































the Maghreb, the economic links that. matter 
stretch north-to-south across the Mediterranean, 
not east-to-west across the sand of North Africa. For 
ten years the GCC states have slashed away at tariff 
barriers, but since they have no interest in buying 
one another's oil—which is the chief export of all of 
them—it hardly matters. i 
None of this is to say that poor Arab states can- 
not benefit from the oil wealth of rich ones. They 
have already done so, by selling their labour in the 
Gulf and being paid to pursue popular causes, such 



















Democracy road - 


The diversions AST November Jordan held the first election in 
ahead 4— more than two decades for its’ lower house of 
parliament. The election was free: candidates cam- 
paigned without interference and nobody accused 
the government of rigging the results. Ac the same 
time the government eased restrictions on newspa- 
pers, started to dismantle martial law, allowed 
banned writers to resume their work and returned 
confiscated passports to political dissidents. 

. Jordanians make big claims for these changes. 
Through them, they boast, the small kingdom has 
become a vanguard of democracy in the Arab 
world, discomfiting neighbouring dictatorships like 
Syria and Iraq and encouraging Kuwaitis to cam- 
paign for the restoration of their own parliament, 
which was banned in 1986, Many Jordanians say 
that the reforms have destroyed Israel’s claim to be 
the only real democracy in the Middle East. — 

. They are speaking too soon. The democratic 
tempest that has uprooted totalitarian regimes in 
Eastern Europe is still, at best, a gentle breeze in the 
Arab world. In most places—Syria, Iraq, Libya, the 
Arabian peninsula—the autocratic rule of dictators 
and dynasties has hardly been ruffled. Egypt mud- 
dles on in its own, mysterious, election-rigging way. 
And in the few places where political reform is un- 
der way the outcome is still in doubt. Look at three 
| main experimenters: Jordan, Kuwait and Algeria. 




























E Oncea king, always a king 
 ]nits first few months the Jordanian parliament's 
»wly elected lower house has shown astonishing in- 
ependence. Last December its deputies pilloried 
the new prime minister, extracting a host of conces- 
sions before awarding his administration the neces- 
sary vote of confidence. It has exposed corruption 





















as confronting Israel or fighting off Iran. But no 
number of fancy institutions will bring about seri- 
ous cross-border investment in the Arab world. 
That will take at least two things which are beyond 
the gift of bureaucrats to bestow: political stability, 
and investor-friendly economies in which busi- 
nesses can operate without having to cultivate - 
friends in the presidentíal palace. "Economic 
union,” says Mr Tahsin Bashir, a former Egyptian — | 
diplomat, “requires government by law, not by per- | 

sonal decree". SE ZEE e 


in high places. Yet the hard truth is that Jordan is 
still an old-fashioned monarchy. King Hussein runs 
defence and foreign policy. He appoints the govern- 
ment, the prime minister and all the members of the 
senate, which can block new laws. Under the con- 
stitution he can dismiss the government, dissolve 
the parliament and rule by decree. 

— Even the new press freedom has its limits. Gov- 
ernment censors, it is true, no longer sit in newspa- 
per offices, making arbitrary deletions in reporters' 
articles. A writers’ association has been unbanned. 
But the English-language Jordan Times, the most 
outspoken of the Jordanian newspapers, was re- 
cently forced to apologise because it made room for 
the views of Mr Salman Rushdie, the British author 
of “The Satanic Verses”. And everybody knows 
that criticism must-stop at the palace gate. No news- 
paper dares print a head-on attack on the king, or 
even on his favourite policies, such as Jordan's in- 
creasingly intimate alliance with Iraq. 

Jordanians argue that their experiment is just 
beginning: in time, they hope, a bolder democracy 
will emerge. But many Jordanians feel that their lib- 
erties are a gift bestowed by the king, not rights en- 
trenched in a system of checks and balances. They 
are understandably afraid that the new freedoms 
could be revoked as abruptly as they were intro- 
duced. At the University of Jordan in Amman some 
members of staff, excited by the atmosphere of re- 
form, are trying to create a university teachers' asso- 
ciation. Many others are afraid to join, lest doing so 
marks them out as troublemakers, and therefore as 
targets in some future crackdown. - 

In the eastern half of the Arab world, the only 
other place where democratic ideas are bubbling is 
Kuwait. At the end of last year several thousand | 













































eae is a AeA institution. It has dominated Turkish banking and 
industry : since its foundation in 1924; it will continue to do so in the 





İşbank handles nearly one-fifth of the nation’s total banking volume. 
Close to 15% of all bank deposits in Turkey are entrusted to [sbank, 
giving us the largest market share of any private-sector commercial 
bank. With over 950 domestic branches, we are in practically twice as 
many places as other big private-sector banks. 


Igbank's industrial holdings form the largest conglomerate in the 
country; we are a shareholder in major manufacturing enterprises, 





banks and insurance companies. 
Innovative. 
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Isbank's size and influence in Turkey i is matched by its presence in 
Europe. Four branches and seven representative offices in Germany, 

a full-service branch in London and a representative office in The Hague. 
W de, over 1100 correspondent banks. Foreign currency 

trai ions equal to a substantial percentage of Turkey's total foreign 
currency inflows and outflows. 


isbank is Turkey's preeminent bank. 
It's worth your while to work with us. 
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THE BANK OF KUWAIT & THE MIDDLE EAST 


Let BKME guide you to untapped business We know that to be successful in winning tenders, 
opportunities in Kuwait. you must be competitive. We're aware that this 
phenomenon includes your banking and financial 
arrangements as well. We think you'll find our rates 
competitive and our service responsive. 


Being the oldest Bank in Kuwait, The Bank of 
Kuwait and the Middle East has gained the 
experience and know-how in providing a full range 


of domestic and international banking facilities. 35 AU ; 
For any inquiries relating to doing business in 


We participate in regional and syndicated Kuwait, please contact our London Representative 
guarantees. We are in the international foreign Office located at: 

exchange markets, and provide advice on currency 
hedging as well as on the interest rate and currency 
swaps and options. 


BKME Representative Office: 

Suite 66, 4th Floor, Warnford Court 
Throgmorton St., London EC 2N 2AT 
A substantial portion of our business is oil-oriented. United Kingdom. 


We help finance oil explorations conducted by the Tel: (01) 588-9550, Fax: (01) 588-9570 


Kuwait Oil Company. 


IET THE BANK OF KUWAIT & THE MIDDLE EAST 
The Only Fank You Need 









middle-class Kuwaitis braved the tear gas of riot po- 
licemen to protest in the streets. They were calling 
for the restoration. of the National Assembly sus- 
pended in 1986 by the emir, Sheikh Jaber al-Ahmad 

Kuwait is a peaceable city-state. The street pro- 
tests, and the violence. of the police response to 
them, rocked pi . But this is not revolu- 
model. The (men-only) 
t restored was never more 
sed down at the height of the 
g al-Sabah family thought 
nations might provoke an Ira- 
the family was probably just as 
nt's attacks on the govern- 
f Kuwait's unofficial stock- 
Auk. - | j 
a distant memory, and the 
io longer in mortal fear of pro- 
mir is still reluctant to recon- 


















worried by th 
ment over the collap: 


market, t 
















of his own clan. A victory, even if it is still only a 
half-victory, for street protests in next-door Kuwait 
provides precisely the sort of example the Saudi 
royal family is anxious to avoid. | 

For a genuinely bold experiment in democracy, 
it is necessary to go west, to Algeria. In October 
1988 bloody riots spread through Algiers. Since 
then President Chadli Benjedid has promoted am- 
bitious political reform. A new constitution legalises 
Opposition parties and ends the political monopoly 
enjoyed by the Front de Libération National (FLN) 
since its elderly socialists evicted the French in 
1962. The FLN's conservatives voiced bitter resent- 
ment at a party congress in November, but for the 
moment President Chadli seems determined to 
push ahead. His mood may change after the local 
elections in June. If the newly freed Islamic opposi- 
tion does as well as some diplomats predict, the 
army could well decide to stop the president's ex- 
periment in its tracks. 


States of fear 


What is notable about the political concessions in 
Jordan and Algeria is that they came from regimes 
under duress. King Hussein, having kept his demo- 
cratic instincts under control for nearly 40 years; 
acted only when he had to: under external pressure 
as a result of the Palestinians’ uprising against Israel 
and when price increases sparked riots in April 
1989. Jordan had turned to the mr, which meant 


_will go to extraordinary lengths to stay in power. In 


. On the contrary, both men appear genuinely dedi- 


that some hard-headed policies had to be adopted. 
King Hussein's main aim in restoring parliament 
may have been to shift the blame for economic diff- 
culties away from the palace. 

If Jordan and Algería can be pushed towards re- 
form by East-European style street protests, why 
can't Syria and Iraq? They are run by a different 
breed of regime. The Algerians can hardly be ac- 
cused of pulling their punches during the rioting of 
1988: soldiers gunned down hundreds. of unarmed 
civilians on the streets of Algiers. Yet Algeria has at 
least always been a country with multiple power cen- 
tres, including the presidency, a strong party ma- 
chine and independent armed forces. When power 
is diffused it tends to berestrained. — 1. 

Syria and Iraq, on the other hand, are one-man 
shows. whose dictators have managed to concen- 
trate all power in their own hands. They knew even 
before Ceausescu’s collapse that regimes like theirs 
dare not blink in the face of a challenge. Both men 






































1982 President Hafez Assad subdued a rebellion by 
having Syria's army slaughter as many as 20,000 ci- 
vilians in the city of Hama, and President Saddam 
Hussein has shown equal ferocity in his pogroms 
against Iraq's unfortunate Kurds. Ir. both places the 
secret police are ubiquitous; torture and disappear- 

ances commonplace. lo dec vu p 
-Measured. in cruelty, Syria and Iraq out- 
Ceausescu Romania. And yet the Ceausescu com- 
parison is misleading if it makes outsiders expect 
Iraqis and Syrians to follow the eaxmple of Roma- 
nia's revolution. Presidents. Hafez Assad and 
Saddam Hussein are not selfish megalomaniacs, 
plundering the citizenry for personal gain. Nor have 
larxist ruination. 





























they driven their economies into M 
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cated to what they define as the nazional good; and 
both are widely perceived as having delivered on 
some of their promises. | | 

. President Hussein may have blundered when he 
started the eight-year war against Iran, but is never- 
theless admired for having delivered near-victory at 
its end. Iraq emerged from the struggle with its 
economy salvageable and confident of a prosperous 
oil-assisted future. Syrians are facing harder times, 
but President Assad still earns high marks for his 
defiance of the West and staunch rejection of com- 
promise with Israel. Either man could fall to a mili- | 
tary putsch or assassin’s bullet, but neither expects . | 
to be pushed aside by popular turmoil. : 























. . Does that mean that they feel secure enough to 













take their countries voluntarily towards democracy? 
They are certainly too shrewd to make the mistake 
of General Pinochet, who started to believe his own ^ x 
propaganda and so gave Chileans an opportunity to 
dump him. Even so, some careful easing of repres- 
sion is not out of the question. i MEM | 
Last year independent candidates were allowed’ $ 
to stand for election to Iraq's powerless parliament, - 
and a few prominent members of the ruling Baath 
party were allowed to lose their seats. There is talk... 
of a new constitution, wider powers for parliament,: | 
and a new law to give the press some freedom. In 
February President Assad insisted that Eastern Eu- 
rope's upheavals would not be allowed to spread to. 
Syria. But in April Syria announced that its na < 
tional assembly was being expanded to make room 
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for additional “independent” members. 

Short of palace coups or popular uprisings, this 
kind of controlled evolution may offer the best hope 
of some half-freedoms reaching the darker corners 
of the Arab world. Arab leaders will soon be boast- 
ing that they are nurturing an Arab version of plu- 
ralism. The snag is that it will be pluralism where 
opposition parties are allowed to compete but not 
to win, where parliaments are free but do not gov- 
ern, where you can criticise everybody except the 
kings or presidents who reserve ultimate power for 
themselves. Apologists will call it a step in the right 
direction. The danger is that it will merely give de- 
mocracy a bad name. 


The price of shamming 

Consider Egypt. Mr Hosni Mubarak, its languid 
president, is clearly no tyrant. He probably consults 
widely, with the armed forces and prominent busi- 
nessmen, before taking decisions. Egypt has a parlia- 
ment, and opposition parties are pretty free to orga- 
nise. Elections, admittedly, are rigged; but that 


hardly matters because the parliament to which, 


people are elected has no powers anyway. The news- 
papers are uncensored, but have no access to hard 
information, so print waffle and rumour instead. 
All in all, Egypt's government is, like Egypt itself, a 
vague and charming muddle. 

The charm has a price. A sham democracy 
eventually discredits those who try to play by its 
rules, Egypt’s secular opposition parties, and the 
people who vote for them, know that they will never 
be allowed to win power. They may win seats in par- 
liament, but can never enjoy the advantages of the 
ruling National Democratic party (NDP). The NDP— 
like Mexico's ever-ruling Institutional Revolution- 
ary party—has become part of the machinery of 
government and a massive dispenser of patronage. 
When failure is guaranteed, the spirit quickly goes 
out of an opposition. 

Jordan has not even gone that far. King Hussein 
banned political parties in 1957, although he made 
an exception of the Muslim Brotherhood. This gave 
the Islamists an advantage in November's election. 
While other candidates had to stand as individuals, 
the Brotherhood was allowed to co-ordinate its slo- 
gans and campaigns. 

If Jordan is to evolve into an effective democ- 





NEN EAS TAN CETUR 0 Me REN ER AEE OR AE 2 EE 
racy it will need to let secular parties emerge from 


the shadows and compete against the Brotherhood. 
First, however, the king intends to lay down some 
rules by means of a new "national charter". His 
aides say that the king wants to avoid a return to the 
turbulent 1950s, when Nasserists, Communists and 
Baathists—all taking their inspiration and some of 
their orders from overseas—tried to overthrow the 
Hashemites. They claim the charter will give genu- 
inely home-grown parties very broad rights. Parlia- 
ment is suspicious. Some of its members think the 
king will use the charter to entrench his own powers 
and draw democracy's teeth before they have a 
chance to grow. 

If secular opposition is weak throughout the 
Arab world, the religious opposition seems alarm- 
ingly robust. Whenever Arabs are allowed to vote, 
parties representing the Islamic tendency— "Mus- 
lim fundamentalism” in headline-speak—do well. 
In Egypt the Muslim Brotherhood dominates the 
opposition in parliament. In Jordan’s election the 
Brotherhood won a score of seats in the 80-seat 
lower house, with independent Islamists capturing a 
dozen more. Since the political opening in Algeria, 
the Front Islamique de Salut (Fis) has quickly be- 


come the FLN's strongest challenger. In April tens of 


thousands of supporters took part in a peaceful 
march through the centre of Algiers. 


Between Allah and the deep blue sea 


The interpretation of this phenomenon changes 
with fashion. In the first half of the 1980s the whole 
Middle East trembled in the shadow of bearded 
men with Kalashnikovs who said that human soci- 
ety should be organised strictly on principles laid 
down by Muhammed in the sixth century. Then 
came lran's near-defeat in the Gulf war and the 
death of Ayatollah Khomeini. In today's Arab 
world it has become fashionable to let respectable" 
Islamic politicians have their say. Ultimately, it is 
assumed, nobody will pay much attention. 

If yesterday's fears were exaggerated, today s in- 
souciance could also be wrong. What really hap- 
pened in the 1980s was that, with the half-exception 
of Lebanon, the men with Kalashnikovs were 
routed whenever they dared challenge state power. 
Syria’s Islamic opposition was cowed by the massa- 
cre at Hama; Iraq executed 500 leaders of the under- 
ground Islamic movement, the Dawa, in 1980. Men 
with Kalashnikovs gunned down President Sadat in 
1981, but their hoped-for revolution did not follow. 
Assorted gangs of Islamic gunmen, the jamaat 
islamiya, still commit occasional outrages in Egypt, 
but they enjoy little support. 

On the other hand, support for non-violent Is- 
lamic organisations remains strong. The Arab 
world's best-known Islamic organisation, the Mus- 
lim Brotherhood, had a fiery past. Two of its most 
famous leaders—Hassan al-Banna in the 1930s and 
1940s and Sayyid Qutb in the early 1960s—advo- 
cated the violent seizure of power. The modern 
Brotherhood says it has given all that up. Its affable 
leaders sit in the parliaments of Egypt and Jordan 
and advocate peaceful reform. That way, President 
Mubarak and King Hussein appear to believe, Is- 
lam's power to make mischief can be kept carefully 
in check. 


They may be right. Legalising the Brotherhood 
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has helped Egypt to drive a wedge between the hot- 
heads of the jamaat -and the non-violent main- 
stream. But there is another reason for regimes like 
those of President Mubarak and King Hussein to 
tolerate, and sometimes even to encourage, the 
popularity of Islamic groups. In an odd way, the 
growth of the Islami pposition helps shore up the 














olidates western support. 
now that an Arab triumph 
lism could have calamitous 
ud. the Muslim Brother- 


How? First, 
Western governi 
for Islamic fund 
implications. It 


Ar b states in the Mid- 
yi lieve in the artificial 
says: Mr Abdul Latif 
mber of the Islamic block 
in Jordan’s parlia For us Palestine, Jordan and 
Syria are all one country". If Islamic fundamental- 

ism is the only alternative to the existing regimes, 

the western world prefers the existing regimes. 

.. The Islamic spectre can also help at home. The 
economic ideas of the Muslim Brotherhood are 
. primitive. Ask Mr Maamon Odeibi, the Brother- 
hood's parliamentary spokesman in Egypt, for his 
solution to the country's economic problems, and 
he will answer in one word: Islam. The Brothers be- 
lieve that by scrapping modern laws and reintroduc- 
ing the strict sharia code of Islam they can unleash 
huge productive energies. A lot of Egyptians, watch- 


sent the modern 
dle East. "We: 
divisions in th 
Arabiyat, a prom 








Life as an ostrich 


66 ( AUR economies are a mess, we are weak, we 

are being left behind. We can't even stop 
the Russian Jews from immigrating to Israel." So 
said the despairing Arab journalist at that dinner 
party in Amman. Mark the elision of ideas. So far 
this survey has ignored Arab foreign policy, in the 
belief that the main processes shaping the Arab 
world are internal, Yet where Israel is concerned the 
gap between domestic and foreign policy in the 
Arab world simply disappears. 

Arabs have loathed Israel with varying degrees 
_ of intensity for nearly half a century. Twice in the 
compilation of this survey The Economist was told 
an infamous old canard about Israel. A member of 
Jordan's parliament claimed that in the entrance to 
the Israeli parliament hangs à map showing an Israel 
stretching from the Nile to the Euphrates. A mem- 
ber of the Egyptian parliament said the same map 
Was imprinted on a newly issued Israeli coin, a five- 
agorot piece. Both nien appeared to believe what 
they said. Neither allegation is true. 

In these two cases the speakers were Muslim 
Brothers who wish Israel's disappearance, but 
their suspicions à any secular politi- 
cians, academics and ordinary people : : fouahout 
the Arab world. Wherever you go in that world, you 
will hear Arab economic failures blamed on. the 
_ struggle with Israel. Israel is held responsible for the 
absence of Arab democracy, for the threat to Arab 
water, even for the prevalence of Arab diseases. 
Newspapers in Egypt have accused Israel of infect- 




















ing Egypt w with AIDS (via prostitutes working for the e à 





ing the example of Iran, think poverty and intoler- 
ance are likelier outcomes. They, too, will prefer the 
existing regimes if fundamentalism looks like the 
only alternative. 

Is Islam the only alternative? Mr Saadeddin 
Ibrahim, a sociologist at the American University of 
Cairo, doubts whether the Islamic parties would 
capture more than 15% of the electorate in a free 
political marketplace. Many of the Brotherhood’s 
supporters are attracted by its pietv, by the good 
works it performs from its base in the mosques, and 


by the succour it offers to young men uprooted from. 


their families in the countryside and set adrift in the 
swollen cities. But a lot of educated people support 


the Brotherhood mainly because there is an intellec- - 


tual void where the secular opposition should be. 
In the 1960s these people supported the state 
socialism of Nasser. Today they support the Muslim 
Brotherhood. Nasserism was discredited by its fail- 
ure to deliver prosperity and by Egypt's humiliation 
in the 1967 war with Israel. The Wafd party offers a 
liberal, freeish-market alternative, but in Egypt the 
free-market idea got a bad name when President Sa- 
dat's infiteh, the open-door policy of the late 1970s, 
enabled a few businessmen to grow spectacularly 
rich while doing nothing for the urban poor. The 
policy came to an abrupt end after the food riots of 
1977. For many Egyptians—as for Algerians and 


Jordanians—a vote for the Islamic parties is simply a 


protest vote with nowhere better to go. 





Mossad) and of depleting the Arabs’ ozone layer 
(though not the ozone above Israel—a feat that 
would amaze scientists everywhere). — . 

The conflict between Israel and the Arabs has 
been so intractable for so long that süch views are 
no longer newsworthy. But as the 1990s begin there 
are ominous signs that a long period of relative calm 
is coming to an end. Consider a strange thing that 
has just happened in the Arab world. 

Last March Iraq, having hanged.a journalist 
from Britain, was caught out trying to smuggle some 
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krytron switching devices, which are used in atomic - 
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| ident Saddam Hussein received a predictably hostile 
drubbing from the western newspapers. Last month 
he responded with a terrifying speech. Iraq, he an- 
nounced, had prepared an arsenal of binary chemi- 
cal weapons with which it would destroy “half of 
Israel” if it came under attack. 

The strange thing was not the speech. The 
strange thing was the Arab reaction to it. No sooner 
had Iraq unfurled its war banner than the rest of 
Arab world rushed to salute it. And first at the salut- 
ing-base were Egypt and Jordan, which are, by gen- 
eral agreement, two. of the most "moderate", pro- 
western regimes of the Middle. East. Attacking 
- Israel, it seems, has once again become the most reli- 
able means by which an Arab strongman can turn 
himself into a pan-Arab_ hero. 


Why now? 
For most of the 1980s the condis with Israel went 
into a sort of abeyance. Between 1980 and 1988 Iraq 
| was too busy fighting Iran to bother about Israel. 
Syria remained Israel's implacable foe, but its war 
option had been eliminated by the Egyptian-lsraeli 
peace treaty of 1979. Not even Israel's 1981 bomb- 
ing of Iraq's nuclear reactor, or its invasion of Leba- 
non in 1982, galvanised the wider Arab world. lt 
was, indeed, in 1982 that the Arabs came closer 
than ever before to recognising . Israel, when they 
called at a summit meeting in Fez for peace among 
“all states” of the area. 
— — Lately the war clouds have returned. One rea- 
son is the intifada, the Palestinian uprising in the 
West Bank and Gaza, and Israel’s refusal to end it by 
withdrawing from the occupied territories. Nightly 
news broadcasts throughout the Arab world show 
Israeli soldiers in battle against Palestinian civilians. 
The pictures sharpen a widespread sense of outrage 
and injustice, which makes it difficult even for 
“moderate” regimes to talk calmly about Palestine. 
But other factors are at work as well. | 
Take King Hussein of Jordan. He has real cause 
to fear Israel. Some Israelis, arguing that Jordan is 
the true Palestine, dream of deflecting the energies 
unleashed by the Palestinian intifada into an attack 











stave off new price riots, also has an interest in talk- 
ing up the Israeli threat. In 1978 an Arab summit in 


strength of its being on the front line with 





E ago, the King has had to sing louder for his supper. 

i oa. T leads Le A against the immigra- 

5 Y Israel, and has moved to- 
eration with Iraq. 

ion is different. President 











3 his People arë e War-w š 
still keep at least one eye on the undefeated Irani- 
.ans. However, talk- 
! against Israel has made President Hussein one of the 
region’ s most admired leaders since Nasser. Other 
Arab regimes have little choice but to applaud: ex- 
cept for Egypt, no Arab government since 1948 has 
dared lay itself open to the accusation of showing 
| insufficient zeal against the Zionist menace. 
^" The new anti-Israeli mood poses serious prob- 
lems for Egypt. Purg the Gulf. war President 








bs, , throug hi Heathrow. airport in nid. Pres: T ; 


jnasty. But the king, anxious to - 


oe Baghdad promised. Jordan ten years of financial aid 


l; Since the Baghdad. money ran out two years 


shooting war with Israel:. 
and his armed forces must- 


; cheap, and Iraq's war talk 


Mubarak used su pport for the embattled Iraqis asa 


means of returning Egypt to the Arab fold. Last 
year, hoping for economic advantages, he consoli- 
dated his Iraqi alliance by taking Egypt into the 
ACC. Now Iraq and the ACC are tugging him in an 
uncomfortable direction. In February, at a meeting 
in Amman, Mr Mubarak sat by as President Hus 
sein heaped scorn on the Americans, who give 
Egypt $3 billion of aid a year. Two months later 
Egypt felt itself compelled to lend public support to 
Iraq's threats against Israel, with whom Egypt is os- 
tensibly at peace. 

Egypt i is the barometer of the Arab world. By his 
actions in coming months President Mubarak could 
determine whether the Arabs march back to the 
brink of conflict with Israel. If they do it will be a 
ttagic distraction. Án Israel braced for war would be 
even less likely to give up strategic depth on the 
West Bank, and a war fought with the non-conven- 
tional weapons now available on both sides would 
dwarf its predecessors in bloodiness. Even without 
war, an atmosphere of heightened conflict could 
cause dreadful damage, by helping Arab govern- 
ments to maintain the fiction that their failures can 
be blamed on a malevolent outside world... 

Squeezed between soaring populations and 
drooping economies, unable or unwilling to meet 
their people's rising clamour for democracy, Arab 
regimes find it convenient to revive the Zionist bo- 
gey. The truth, as growing numbers of Arabs are at 
last willing to say, is that the main problems of the 
Arab world are self-inflicted; and that solving them 
must begin with political reform at home. 





Saddam as hero | 
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KEEPING-ASTRIDE WITH THE TIMES 


In days gone by, airline tickets were issued manually; a tedious, 
consuming affair. Today, we've revolutionised the process. Our 
computerised reservation and ticketing system is on a par with that of the 
wortd's leading airlines, allowing us to make your international reservations, 
confirmations and connections with just a keystroke. 


Hi-tech ticketing by gracious, attentive counter staff now ensures that all 2 
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your travel arrangements are efficiently made in minimal time. T 3 aus NT pee "d Ib Nd 3 
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sar dini tent: 
that interest rates might 
early next year. Ata IMF 
meeting in Washington, he 
predicted lower inflation and 
. faster growth in 1991. Despite 
his cheer, City economists 
| stuck to the view that short- 
| term inflation will worsen. 


| A Bank of de nd study into 





since 30 mb ha people have big- 


| could be less effective i in 
stamping out inflation, since 
the same people are success- 
fully holding out for higher 
wages to cope with the interest 
payments. Over to the bosses. 











lost few seats. Labour gained 
300 seats, mainly from the 
Tories. 


"Michael Heseltine revealed 
his proposed amendments for 
|- the poll tax. They included 

` mandatory elections for coun- 











| inglimits set by the govern- 
ment, Treasury surcharges on 

big spenders and elected exec- 

utive mayors. "There will be - 

- no second chance," said Mr - 

Heseltine. For the poll tax Of. 

for his leadership bid? ~ 


















Britain's top private compa- 
nies have a negative view of 
the City and are unwilling to 
go public, said a survey. 6096 
of the 200 chief executives 
questioned believe the City is 
a casino, taking no account of 
a company’s true value. | 
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Sir Geoffrey] Howe dzeba 
Labour leader Neil Kinnock as 
living in a “thought-free 
zone”. 


Taking stock 


The local elections were the 
“massacre that never hap- 
pened”, said Chris Patten, the 
environment secretary. Marga- 
ret Thatcher claimed that 
gains in low poll-tax Westmin- 
ster and Wandsworth 
amounted to a Tory victory. 
Paddy Ashdown claimed the 

. Democrats won because they 


Londoners took British 
Telecom's new telephone 
codes in their stride. "The 
chaos and confusion did not - 
materialise,” said BT. Snobs 
from out in the (081) sticks, 
unconvinced by Br's lavish re- 
assurances, paid over £2,000 








cils intending to exceed spend- | 


| We made a mistakz. said the. 
. football authorities after di 





to stay on the right (071) side 
of the tracks. 


Asking hard questions 


An all-party Commons report 
on teachers urged the govern- | 
ment to give them higher sala- 
ries to help ease in educati na 
reforms. Four Labour mem- 


bers of the aa co t mittee Ow 







: state of the profs ik 








lice that supporters of Leeds 
United were set on smashing © 
up Bournemouth over the 
holiday weekend. They did. 
More than 70 football fans 
were arrested, the town was 
traumatised and the home sec- 
retary incensed. The police 
will have more say ir: future. 


The draft of another hostile 
report into British Aero- 
space's purchase of Rover was 
leaked to the press. Under 
preparation by a backbench 
committee, it accused the gov- 
ernment of misleading the 
Commons. The work of Lord 
Young, who handled the sale, 
was a "good job, done badly”. 


The death of another British 


construction worker, the sixth 


garding warnings ftom the po 
t 


work on the Channel tun 
nel. Eurotunnel said that tł 
.|| stoppage could cost around 4 
;| metres, or £2m, per day. But 
the government called in coi 


| |. and Mergers Commission, 
| lowing widespread complain 











ré the Oxford Union, n now 


said that stick insects nar- - 
“rowly miss a place in the 





to die in 18 months; halt ec 
















tractors for talks on safety: 
they have already been prose- 
cuted three times for taking. 
insufficient precautions. . 








Car prices and franchised 
dealer networks are to be i 
vestigated by the Monopo 




















about the higher cost of cars 
relative to the same models « 
the continent. The motor 
trade said the complaints were 
based on "greatly exagger- ` 
ated" figures; motor sector ` 
shares i in the City fell sharply. 























Opening hot were heardin 
the impending battle over - ; 
fence cuts. Ihe Tres i e 













Eton. Sumitomo has given - 
the playground of the pue 







dent Japanese language 
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league of top ten pets. ——— 
Leeches, locusts and maggo 
are t also cuddly favourites. 
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Under the Representation of the People Act of 1989,  - You no longer need to declare an intention to return 

important changes have been made in who can vote to the UK. 

in UK Parliamentary and European Parliamentary. 

Elections. P wm Your vote will be cast in the constituency in which 
mM | | | . you or your family were registered before leaving 

- The qualifying period for the right to vote for people the UK. 

living abroad has been extended from five to twenty (5. s. ife ee ! 

years. That means if you left the UK as long ago as In order to qualify you need to fill in an application 

October 1970 you can still vote. ! | form by 10th October 1990* 
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- People who left the UK before they were old enough To get a form and explanatory leaflet contact your 
to beincludedon the Electoral Register; mayregister ` nearest British diplomatic or consular post. - 
as overseas electors. "uu | 15TH SEPTEMBER IN NORTHERN IRELAND. 


ISSUED RY THE UK GOVERNMENT 








FTER a mysterious nine-month delay, 
May 9th saw the publ ication of an ea- 


> ject, the supply of school teachers c over E the 

next decade, is not the kind of issue to rival. 
¿the poll-tax row or inflation in the head- 
"lines. But the report is another. reminder | 






at the education minister, Mr John 
lacOregor, faces a task just as awkward— 


-of implementing the 1988 Education Act. - 
In total, teacher shortages are not yet 






es in secondary schools. and 3,100 in nurs- 
ery and primary schools 
their respective teacher 















“nology, modern : languages - 


. studies—all of most concern to bus nessmen 3 


appalled at the declining compet itiveness of 
um s workforce. 


Demography alone would a Mr 


MacGregor's job dificult. A decline in the 





E The Suniy of Teachers for the 1990s". House of 
Commons education, science and arts committee. 





andas important for Britain in the 1990s — 
as any portfolio in the current cabinet: that - 


- crippling. Last year there were 2,500 vacan- - 


2% and 1.8% of | 
orces, But they are - 
centrated in high-income regions and 
gh-profile subjects. such as science,.com- - 
- puter studies, mathematics, design and te tech- | 


number of potential teachers—the ranks of 


school-leavers are set to shrink by a quarter 


by the mid-1990s—will coincide with a - 


surge in the number of customers. By 1995 
Britain will need an extra 15,000 teachers 
just to keep up with the swelling school rolls. 
To make matters worse, the educational re- 
forms require lots of teachers. 


The national curriculum will increase - 
demand for teachers in exactly those areas 


where schools are already finding it difficult 


to recruit. Teacher-training institutions are _ 
reporting dramatic falls in the quantity and. 
quality of applicants for the key subjects. By . 


May 2nd the London Institute of Educa- 
tion—the largest training institution in the 
country—had managed to make only 17 of- 
fers for 65 available places in mathematics, 
eight offers for 20 places in economics and 


24 for 65 places in the sciences. 


-: How can Mr MacGregor salvage this po- 
sition? The committee urges him to raise 
téachers' pay, which has been growing less 
rapidly than that of other professions. But 
higher pay may not be in his gift: as a former 
treasury minister, he knows that the next 
public spending round will be one of the 


. toughest in.recent years. So he is busily ex- 
mw ploring other Options. One is simply to di- 


‘that the national curriculum is over 


_ radicalism rests on the success of the ac 
- isalso quietly eager to raise education: 


| tempered opposition from both the 


‘ing up a rigid salary structure, wide 


 tably from a senior teacher who will act as 


with at least two years of higher education. 
‘establishment i is up in arms about such cai 


_ plummet—by which they mean that, if 
d schemes. are successful, they : will lo lose th 





| lowing i nel tea | 
. Don't facilitate; just Toe 


were free to recruit teachers wit] 
certificates until 1967—and it wo 
.. ficult to argue that standards ha 
since. Independent schools reg 


: and routinely outperform state scl 


have to sit through ‘ workshops" ze 










































lute the reforms, and this may ; alre 
happening. The decision of the D epa 
of Education and Science is to drop 
to test seven- and 11-year-olds in 
subjects of the national curriculu 
Thatcher has made it clear that sh 


tious and over-prescriptive. — 
But Mr MacGregor rightly se 


much of the government's reputatiot 


dards. He will concentrate on two. 
lutions to his dilemma. 
. The first is flexible pay. Despite 


ing unions and the Labour party, he 


subject differentials, increasing the Lon 
allowance and introducing merit awards. 
The second solution is to open up ne 
routes into a certificate-obsessed. profession ' 
Two look promising. The "articled" teacher 
route is intended to attract graduates who 
are reluctant to endure another year of | 
training. in a college. Articled teachers. will 
learn their craft at the chalk face—most no- 


their mentor—and will be paid a ‘buna 
rather than receive a grant. The "licensed" 
teacher route aims to attract people over 26 


Unsurprisingly, the - teacher-training 


tel-busting ideas. Standards, they argue, w 


That would be no bad thing. S ci 


graduates without teaching quali 


Indeed, teacher trainers, many 
still inhabit a world of pseudo-soc ciology 
agit-prop politics, may bear more tha 

tle of the blame for putting people of 
profession. Students are taught not ho 
teach but, in the gobbledegook of the t 
how to be “facilitators of learning": 


thing from gay sexuality to. anti-racist 
ence teaching. lf low salaries do n 
bright graduates off the profession, thi 
pect of teaching anti-racist: mathemati 
tainly will. | 















OR a good while the City has known 
E. that the inflation rate for April to be re- | 
leased on May 11th would be horrible. As if 
he markets needed reminding, Mr John 
ajor pointed out on May 8th that the poll 
c and his budget increases in excise duties 
would add roughly 1/2 percentage points to 
previous month's 8.1%. After all the 
tting, a figure of 10% or more would be 
led to unsettle the markets; a trifling 
12% might actually come as a nice surprise. 
ith this jump in the rate behind them, . 
wever, the financial markets will wonder 
ther inflation has at last peaked. The an- 
is probably no. 
True, as. Mr Major also stressed this 
ek, the. government s policy of high inter- 
rates is curbing demand. New figures 
w that consumer credit has stopped 
wing. Credit outstanding was roughly £1 
llion in the first quarter of the year, about 
same as in the fourth quarter of last year. 
nd retail sales fell sharply in March, leav- 
the volume of sales almost exactly the 
me as in March 1989. 
| Adding weight to Mr Major's dai that 
the recession is going according to plan, an 
article in the latest Bank of England Quar- 
terly Bulletin. explains why high interest 
tes are a stronger way of dampening de- 
mand in the economy than before. Briefly, 
he recent growth in mortgage debt means 
at-a rise in interest rates now reduces 
pendable incomes by more than hitherto. 
t the same time, Britain's companies have 
en o from pang faster than they 

















© FAR Mr Michael Heseltine has re- 
AJ sisted the temptation to say he wants 
Mis Thatcher's job. But this week, in an 
article in The Times, he laid claim to the 
-whole wardrobe of disguises her environ- 
ment secretary, Mr Chris Patten, is de- 
signing for her unloved poll tax. 

— Some of his suggestions are radical: 

@ He would relate the level of tax to ability 








over £20,700 a year would pay a higher 
“rate—perhaps a standard poll tax plus 
. 6096. This proposal is not unlike an 
. amendment to the original poll-tax legisla- 
tion proposed by one of Mr Heseltine's 
chief lieutenants, Mr Michael Mates, and 
only narrowly defeated. Mr Patten favours 
such a change. Up to no Mrs Thatcher 








x Baker, have strongly opposed it. 
e » Mr Heseltine rejects Mrs Thatcher $ 





A oher i 


«to. pay. Those with taxable incomes of - 


Mro Kenneth | 





have been adding to their interest-bearing 
assets. Through most of the 1980s, their 
floating-rate debts exceeded their floating 
rate assets by £20 billion or so; by the third 
quarter of last year, the gap had swollen to 
more than £50 billion. So every rise in inter- 
est rates is a poke in the eye with a sharp 


Stick. 
It would seem, therefore, that the gov- _ 


ernment has done enough to stamp on de- 
mand. All it has to do now is keep its nerve. 


The trouble is that last summer saw a few - 
smallish monthly rises in the retail-price in-. | 


dex. Over the next few months these will 


drop out of the 12-month change (ie, out of - 


the inflation rate) and be replaced, most 


likely, by slightly larger monthly rises. That. - 
is why Shearson Lehman Hutton, a City | 


firm, expects the inflation rate to peak at 
well over 10% in August (see chart). 


Between August and November, last - 


year’s rises in interest rates will fall out of the 
frame, so the inflation rate will drift down a 
bit. Then, next spring—assuming that Mrs 
Thatcher keeps her resolve and the poll tax 
is unchanged in real terms, and that bank 
base rates (and thus mortgage rates) fall by 


one percentage point around budget time— _ 


the inflation rate might tumble to just under 
696. By that time, thanks to lower interest 
rates, the "headline" inflation rate will be 
lower than the "underlying" rate (ie, exclud- 
ing mortgage interest)—a change that will 
be most welcome in the Treasury. 
-However, Mr Peter Spencer, Shearson's 
chief Britain-watcher, has drawn attention 


policy of capping high poll-tax authorities 
(as Mr Patten would if he could). Instead, 
he proposes that, where poll taxes exceed 
by a given percentage the government's 
calculations of what they should be, an 
immediate election of the whole council 
would be held on the issue. He says that in 
1981 he narrowly failed to persuade his 
then cabinet colleagues to apply such a 
system to the old domestic rates. High 
poll-tax authorities would also be obliged 


to pay the Treasury a surcharge based on 


their expenditure levels. 

e Mr Heseltine thinks that the decore 
will hold unitary authorities more clearly 
to account than those where the respon- 
sibility for spending is divided between 
counties, boroughs and districts. So he 
wants to restore the old single-tier county 
boroughs for big towns such as Bristol. 
The abolition of districts and the creation 
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4 index excuding 


-to just how awkward that August eu will 
~ be. First, it coincides with the start of the 
next pay round—and pay is the main risk 
that things will turn out worse than the 
chart suggests. Second, several pace-setting, 
wage deals were fixed last year on a two-y 
basis, using.àn "inflati n-plus" formula. 
. In September, for instance, V 
workers will get che July ie rate plus 
£5: that should come to well over 12%. In 
November the workers at Ford will get the 
October inflation rate plus 2'2 percentage 
points; even though inflation will be past its 
peak by then, that should still be worth at 
least 12%. These deals will interlock with 
new settlements in the other half of the car 
industry  (Peugeot-Talbot, Rover and 
Nissan). If workers in other industries take 
their cue from such rises, curbing the wage- 
price spiral is going to prove terribly expen- 
sive in lost jobs and output. 
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Plotting and banding 


of unitary counties could logically follow. 
e To strengthen councillors’ control over 
their officers, he would introduce paid, di- 
rectly elected mayors. : | 

Mr Heseltine also. favours ‘smaller 
changes which the cabinet committee on 
poll-tax reform. might well propose itself: 
@ No withdrawal of the safety-net support 
next year; 
€ Expansion of the: transitional relief 
scheme that protects those who paid a low 
domestic rate against big poll-tax bills; 

è Exemption for the elderly who remain 
at home but who would escape poll tax if 
they moved to an old people's home; 

@ Exemption for the physically disabled, 
student nurses and students; 

e Abolishing the double burden of com- 
munity charge and unified business rate 
on small businessmen living above a shop. 

. Tory MPs are now likely to divide into 
polax banders and anti-banders, thus. | 
acquiring a safe excuse to pin Heseltine or ` 
Thatcher cockades to their hats. P | 
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S Local-election results l 





Tories saved by poll tax? 


Local variations in the poll tax had a clear im 
this is small comfort for the Tories, set besi 





UDGED by its. feta uting in England 
and Wales, the poll tax could yet achieve 
the principal aim fo which it was de- 
. signed. But the Conservatives’ widely 
: . publicised successes in London were ac- 
| companied by their worst-ever local perfor- 
mance in the rest of England. Support for 
the Labour party fell short of its recent 
showing in the polls—but the Conserva- 
tives would still face a crushing defeat if vot- 
ers in a general election lined up as they did 
last week. These are the main conclusions of 
our detailed analysis of the results from this 
year's annual round of local elections on 
May. 3rd (see tables on next page). 
. . "The poll tax was designed to encourage 
loters to punish profligate councils and re- 
“ward efficient ones. The Tories’ success in 
their flagship districts of Wandsworth and 
Westminster—sporting easily the lowest 
poll taxes in the country—were last week 
seen as some vindication of this strategy. In 
fact, the influence of the poll tax extended 
well beyond these two boroughs. 

As the table on the right shows, the 
Conservatives did best in Tory authorities 
with low poll tax and in Labour ones with 
high poll tax; they did worst in high poll-tax 
Conservative authorities and low poll-tax 
Labour ones. For example, Tory councils in 
Reigate and in Torbay with average house- 
hold poll taxes of £901 and £758 respec- 
tively saw their support drop by ten and 17 
percentage points. The Tory council in 

Worthing, with a more modest £555 average 
poll tax, got away with losing only 2'/ per- 
. centage points from its share of the vote. By 
the same token, even in London Conserva- 
ive candidates struggled in low poll-tax La- 
our areas; the most dramatic victory 
against the general swing came in Ealing, 
where the Labour council recently imposed 
.. an average poll tax of £820. 
|^ — It would be wrong to exaggerate the im- 
pact of the poll tax: in the London boroughs 
of Camden and Lambeth, for instance, the 
-« Conservative vote only held steady despite 
- "higher average poll-tax levels than in Ealing. 
^« Nor did the electorate vote just according to 
its wallet: the Labour vote everywhere rose 
— .most strongly i in middle-class wards where 
- poll-tax gainers are most numerous. 
~~ But it does look likely that the poll tax 
was taken by a sizeable number of voters as a 
reliable guide to the efficiency and compe- 
tence of the local council; and where local 
parties heaped blame on each other for the 
local poll-tax level, its impact was generally 
more pronounced. The local elections were 
in this way a little more genuinely local and a 
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d on voters on May 3rd. But 
the scale of their defeat 


little less of a referendum on the national 
government's popularity than many had 
expected. 

Overlaying the district-by-district poll- 
tax differences was the dramatic gap be- 
tween London (and to a lesser extent Scot- 
land) on the one hand, and the rest of the 


country on the other. While the 1986 Tory 


share of the vote held up or even rose in the. 
capital, it fell significantly almost every- 
where else. This has been widely attributed 
to the legacy of the “loony left" antics of the 
1980s. But this effect may well have been 


compounded by the absence, in London, of | 


the two-tiered county/district structure of 











local government found elsewhere in the 
country. To the extent that voters in Lon- 
don wanted to pass judgment on their local 


poll tax, they had only one set of borough 
councillors to blame. 

North of the border, Labour seems to 
have been put on the defensive by its pro- 
posed alternative to the poll tax, the roof 
tax. Claims that Labour could not possibly 


have been expected to gain more votes in - 
Scotland, given a strong showing in 1986, — 
ignore the fact that Labour's vote was higher : 


across much of the north of England. —_ 

These London and Scottish results, 
however, distracted attention from the scale 
of the Tory collapse nationally—and in the 
south, especially. Until last week the Tories’ 
all-time low was recorded in the 1985 shire- 
county elections; their share of the vote this 
time was 4⁄2 percentage points lower. 

The previous biggest Labour lead was in 
1971. Here exact comparison is difficult be- 
cause of boundary changes; but in a dozen 
former county boroughs in the south where 
boundaries have not been altered, the re- 


sults indicate a four-point swing to La- 


bour—in contrast to a seven-point swing to 
the Conservatives in London. In short the 
local elections would have been the slaugh- 


. ter that Tory backbenchers had been fear- 


i ing, but for the 


ish to underestimate the recovery th 


seats. (This appears to have caused some 


one year in every four 
tions are held in London. } 
much to thank the capital fo 
Battered Tories also took so 
tion, on the morning after, ps 
that triumphant Labour councillor 
least fallen short of the 20-point lea 
cated for Labour by the pre-po 
opinion polls (although two polls o 
4th and 6th, giving Labour a lead of 13 
points, are in line with the result for pro 
cial England). But ministers would be f 






















































servatives still need to make before the 
general election. 5 

Across the country as a whole 
sults of our sample imply a lead for La 
of eight percentage points in a general 
tion. Assuming that Labour moved. 
into this position across the country- 
ing behind the 12-point deficit it ende 
with in the 1987 election—it would eme 
from the next election with an overa 
jority of 34 seats. But the Conservative 
sition is worse than this. The regional va 
tions in-the performance of the two mai 
parties on May 3rd have to be noted—for 
Labour, after all, additional votes cast in 
England are worth a lot more than extra 
support in Scotland. Adjusting for the. re- 
gional factor and again assuming last week's 
results were duplicated at a general election, 
Labour's majority might be as much as 62. 

. Other factors should add to the Tories’ 
gloom. On average, and excluding Scotland, 
the swing to Labour was higher within par- 
liamentary constituencies currently held by 
the Conservatives than in Labour-held 





commentators who looked only at the swir 
within Conservative-held marginals to. o 
estimate Labour's national lead) = 
And it might even be wrong for th 
ries to draw much comfort from Londo 
Labour's failure in the capital really 
a local phenomenon—reflecting Í 
taste for Labour councillors—it wo 
reasonable. to expect London in 
election to follow the national swin 
is what it did in last summer's E 
tions). Mr Kenneth Baker, the To 
man, was quick to parade the tabloi 
claim for his party's London sho 
week; but he may have less to smile ak 
that score than he thinks. _ " 
Still, over both the opinion: polls 
London, Labour has been left with son 
plaining to do. One instant reac 
that the Liberal Democrats might 
phoned off some of the anti-Conse 
vote, which would go to Labour in age 
election. This is too simple. If true, Lab 
would have done best where the Democ 
did worst. But where the Democrats' 
fell heavily—by more than 20 percent 
points—the swing to Labour of arou 
points was virtually identical with- 


















less than half m year's 
below the.sip's 19.396. In- 
ful of candidates standing un- 
el. Meadowcroft’s Liberal- 
nner did better, at 9.5%. The s 
s some trength in the Greenwich 
ntary constituencies of Mrs Rosie 
96).and Mr John Cartwright 
büt even. there, a single-issue 
*- Valley Party, opposed to the 
harlton Athletic football club. out 

























| ido. En one point 
rens average vote of 1% 


PA In o watds which diy 
sted. both this year and in 1989, the 


1s’ vote was on average unchanged. 
Greens put in-a first appearance, more 


“expense of the Democrats. The verdict 
these elections, at least, is that the third- 
rty field is not yet clear for Mr Paddy 
shdown's Democrats to renew their chal- 
ge to the Tory-Labour duopoly.- 










i5 on the table: This table shows the votes cast in The 
mist's sample of provincial English districts where elec- 
were held this year, a sample of ten London boroughs 
ed to be representative of London as à whole, four ad- 
nal London boroughs of particular interest, four Scottish 
‘and two Welsh districts. For details of the principles 
the selection of the provincial English sample, which 
xpanded i in 1989, see The Economist, May 15 1976. 
eight columns compare the results this year with 
local-election results. In the case of provincial Eng- 

















d these are the 1986 district elections and the 1989 coun- - 


juncil elections. There have not been any elections in 
don since 1986. In: Scotland comparison is made with the 
regional-election resu and. the. 1988. district-council: 










on the evidence of those wards where 


in half their vote appears to have come at — Bristol 


its. In Wales comparison s made with the 1 1985 and 1988- 
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along the iorthcéser coast have turned in- 
creasingly to Scottish nationalism. Inland, 
iberal Democrats retain affectionate sup- 





| port as the inheritors of a rural radicaltra-..— 
` dition. Beyond the north-east, too, it has.. - 


been a hard year for Scottish Tories their 
last two seats lost in the European elec- 
tions; defections of agents and would-be 
MPs to England; a sex-scandal; and rifts at 
the party's Central Office. 

. Behind all that is the uneasy thought 
:that Labour, the Liberal Democrats and 


their smaller partners may be close to an. 


agreement at the Scottish Constitutional 


Convention. The convention was formed 


after the 1987 election—and next meets — 
in July—to hammer out details of howa.. - 


future Scottish parliament might be f- 
nanced, elected and run. 
Part of the Tories’ problem has been 


"Mrs Margaret Thatcher and her Scottish 
subjects. She is an English nationalist 
who, in private, speaks with some bitter- 
ness about the whingeing ingrates to the 
north. They, in turn, revile her asa flint- 
eyed English nanny: — 
^ Her attempts to à her poor im- 
“age by buttering up the Scots have been 
| downright embarrassing. Farlier this year, 
^in a Scottish television interview, Mrs. 
"Thatcher spoke incessantly of “We in 
«Scotland"—and thousands of Caledo- 
.. nians shuddered with distaste. 
. Attempting to understand what has 
gone wrong, she has turned increasingly 
` to the young chairman of the Scottish To- 
. ties, Mr Michael Forsyth. He is a free-mar-- 
_ ket believer who thinks that, after decades 
“of genteel consensus-politics, the Scottish 
Tories need to get into the kicking and 


gouging game, radical opposition, not a . 


governing party. 
The Scottish local elections gave this 


„policy some credence. The results suggest 
~ that where the Tories have run aggressive 
campaigns in constituencies they already 


hold, they do well. Mr Forsyth’s Stirling 





f fishing communities - 


| the profound mutual incomprehension of. ~ 


seat and Edinburgh Pentlands, held by 
the Scottish secretary, Mr . Malcolm 
Rifkind, are the two prize targets for La- 
bour. On the basis of the local-election re- 


. „sults this month, the Tories will hang on. d 
| ‘to both of them. . + Cp 
That will not be rd One of Mr 


Forsyth’ s aims at the Aberdeen confer- 
ence is to win endorsement for his newly 
aggressive policy. His. drive for greater 


dedication and efficiency in the Scottish. 
party has led to rows with traditionalist 


s owner has two loans. The first is for t 





Fighting Forsyth 


party workers. But it has won him plaudits 
from some right-of-centre southern Tories 
who want to lobby Mrs Thatcher to make 
him Scottish secretary and move Mr 
Rifkind to an English department. 

. Mr Forsyth’s contention that too 
much of the Scottish party is defeatist can 
hardly be denied. Just one incident: a 


Tory candidate standing for an allegedly. 


safe regional seat earlier this month began 
her election address by confessing “AL 
though I am standing as a Conservative in 
this election, 1 have an open mind on 
many issues." She lost. 


Glasgograd 
Another big difficulty for Scottish Tories 


has been the depth of Labour's support > 


on the huge council estates. Whitewashed 
pre-fabs from the 1940s, grey-harled bar- 


rack-blocks from the 1950s or damp con- | 


crete towers thrown up in the 1960s and 
1970s—they have all proved equally im- 
permeable to Conservative party workers. 


By the time Mrs Thatcher came to - 


rented from the councils, against jus 
which was owner-occupied. 






 counciLownec : 
owned. But for Britain as a whole the f 


A Aberdeen is an ingenious scheme t 
-able all council tenants to buy their cou 


z* Mrs Thatcher herself has been an ab- 
. sorbed partner in ‘hatching the idea 
which dramatically extends a pilot scheme 
! already running in Scotland. 


cover maintenance costs). 
government body, Scottish Homes; asa 


.. stake only comes into play if the owne 


=i sively to extend home ownership, v 





-gage in, if they are to have any lop 
| changing the Scottish political .c 
And that task is not impossib 


the poll tax is not going to be refo 
out of all recognition. Many Scots, li 


They should not be too dewy-eyed 








































power in 1979, Scotland had 
portion of state housing than s 
countries of Eastern Europe. No less 
5496 of Scotland's housing stock 


A decade later, the property- 
emocracy has made  considerab 
"es proportions are now 
against 4796 oc 





ures are roughly 25% and 65%. 
tively; the house-buying boom. remai 
more of a murmur north of the Bord 
So it is no surprise that the most rax 
cal Scottish Tory policy being reveale 


cil houses, and pay no more each we 
than they are currently paying in t 


-It works like this. The tenant-into- 


amount that can be serviced by a weekl 
payment of the same size as the old rent 
bill (minus. a smallish charge, say £5, to :. 


The second loan is covered by a new 
"deferred financial contribution". This 


occupier sells the house: then a similai 
proportion of the selling-price must be re- 
paid to Scottish Homes. The idea is 


making council tenants fork out la 
posits. This is just the kind of lon : 
social engineering the Tories need to 


partly by strong working-class Unioi 
in 1955 the Tories became the only. 
tish party before or since to win 
than 5096 of the popular vote. — 
lronically, since she is part of he 
tish colleagues' problem, Mrs Thatche 
set on using her Aberdeen platfor 
ram home her determination to stay or 
prime minister. She will also promise 


ing to her, will be dreaming of the Ja 
they are ruled by their own parliar 





the prospect. Nearly 300 years ago the las 
Scottish parliament spent its dying e 
looking for a replacement for the ' 
tax”, or rates. The two front runners the 
were a hearth tax (the contempora 
equivalent, one supposes, of a roof tax 
and...oh yes, a poll tax. 
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; The European Comimissiori at 
last prescribed the 1992 medi- 
cine for its members’ trouble- 
Wr somely diverse value-added 
tax systems (see chart). Be- 
cause of national opposition, 
it was a mild dose—which 
means a second, more drastic 
one in 1996. The plan will end 
the payment of VAT at com- 
mon. frontiers. It will be paid 
_and declared where cross-bor- 
der goods are bought, not at 
each stage of production. 







After years of squabbling, 
leading members of the Inter- 
national Monetary Fund 
have agreed to increase its 
capital resources by half to. 
+ $180 billion. Meanwhile, Brit- 
- ain agreed to share fourth 
. place in the organisation with 
France, behind America, Ja- 
pan. and West Germany. ‘As a 
quid pro quo, Britain seems set 
™ to become the home of the 
new European development 
^| bank; France will provide its 
-4 first chairman. 





| Iberia 


^] Spain's Cartera Central gave 
«| up its struggle for control of 
“| Banco Central. It sold its 
-| 12.596 stake, worth $563m, 
-back to the big Spanish com- 
“| mercial bank. Cartera Central 
: | was originally formed espe- 
cially for the takeover as a 
joint venture between the Ku- 
wait Investment Office and 
two local businessmen. The 
Kuwaitis pulled out last year, 
stranding the Spaniards. 












Felipe Gonzalez, Spain’s 
prime minister, announced 

| that he was ready to spend 
|. $16 billion clearing Spain's 
|. traffic-clogged cities and 

| roads. Madrid is supposed to 
get a third of the money. 


Corporate marriages. 


ada and a host of state-owned 


panies to enter the country's 
newly deregulated telecoms 
: OR u 


Bain, a management consul- 
tancy based in Boston, took 
part in a leveraged buy-out of 
Indevo, Sweden’s leading 
managemen consultancy. 


| A consortium of Lufthansa, 
Japan Air Lines and Nissho 
Iwai, a Japanese trading 
house, was close to securing a 
$500m majority stake in DHL 
International, a Brussels-based 
courier company. 


In the red 









Poland's finance minister, 
Leszek Balcerowicz, is trying 

.to persuade the country's 
creditors to reduce by 8096 
the burden of servicing its $40 
billion of foreign debt. Mr 
Balcerowicz warned that the 
Poles had already made two 
years of sacrifice and that po- 
litical support for reform can- 
not be relied upon. 









China revealed that it was 


THIS WEEK 


“MCI, an American longdis- | fhes s the limit 
| tance telecoms carrier, formed 
à joint venture with Bell Can- 


and private New Zealand com- 


» British Acroapace’ oe 





carrying $41.3 billion in for- 
eign debt at the end of 1989. 
China’s debt in 1985 stood at 
only $15.8 billion. Neverthe- 
less its debt-service ratic re- 
mains between 15% and 20%: 
the country should have little 
difficulty paying the bills. 


iii ca Mee -- 


France's Aerospatiale are 
hatching plans for a replace- 
ment for the 20-year-old Con- 
corde. Henri Martre, 
Aerospatiale's chairman, said 
the supersonic son of Con- 
corde could cost $11 billion. 
At today's prices, the 16 Con- 
cordes built in the 1970s 
would have cost taxpayers 
twice that. 














Taxpayers have also poured 
money into the European jet- 
making consortium Airbus 
Industrie. Its British and 
West German partners now 
want Airbus to be run as a 





public limited company. Flush | 


with more than 1,400 orders, 
Airbus has never dina a 


set of accounts. 


The homage. bf a Pan Am sat | 
over Lockerbie in Scotland in 
December 1988 has cost the 
American carrier almost _ 
$250m in losses, according to 
its chairman, Thomas 
Plaskett. Pan Àm needs a part- 
ner more than excuses. 


Hongkong massacres 


The victory of China's govern- 
ment hardliners in 
Tiananmen Square ín June 


flooded out of the colony last 
. year, compared with a trick] 
of HK$2.03 billion during. 


- this year, and Marine Midlan: 
bank of New York needed. - 


Pao, and his family, have 





failed to convert other share- : 


. The first three people indicte 






1989 contributed to at 
increase in the flight of cz 
tal from Hongkong. Aln 

HK$23 billion ($2.9 billion 



























1988. Around HK$33 billi 
is expected to leave Hongko 
this year. 














More trouble for the Ho 
kong and Shanghai Bank 
from its overseas subsidiarie 
James Capel, the bank's Lon- 
don stockbroker, lost £7m- 

($11.6m) in the first quarter o 




























$300m to stay on its feet. 
Meanwhile, a leading Hong- 
kong entrepreneur, Sir Y. K. 


jumped at the chance to buy 
back the bank's stakes in two - 
of his privately-owned ship- 
ping companies, 


Foiled 


Although Carl iuh a New Hn 
York corporate raider, rattled - 
the management, he failed to 
force USX to get out ofthe = 


steel business. A usx share. 
holder since 1986, Mr Icahn 






























holders to his plan to s i 
at least 80% of Usx's 
business. 













as a result of the two-year, un 
dercover investigation into - 
fraud in Chicago's Mercan- 
tile Exchange came to trial. 
Also at stake: how America’s . 
futures markets will be 
regulated. 
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CAMBRIDGE, MASSACHUSETTS 


prse ds joues against a competitor has been standard practice since 
l. But recent business history is littered with the wreckage of 


Cain and A 


Corn Mia with tomorrow 


companies who did just that. Keeping your eyes open is not enough 


EN the first Honda motorcycle im- 
ported into America reached the 
dockside in 1959, the British and American 
motorcycle firms that dominated the market 
relaxed. The little 50cc bike posed no threat 
to their thundering sports bikes and freeway 
cruisers. Thirty years later, 8096 of the mo- 
torcycles sold in America are Japanese. Japa- 
nese firms compete in every bit of the mar- 
ket; from 50cc to 1,400cc. 

Because so many companies fail to spot 
competition before it hits them, such woeful 
kales abound. In the 1970s American car- 
^ makers reckoned Japan's newly exported 

small cars posed the biggest threat, and have 

since struggled to meet that with their own 

< small hatchbacks. The Japanese, meanwhile, 

: drove upmarket. America’s carmakers have 

yet to. find. an answer to luxury Japanese 
| models like Toyota's Lexus. 

Switzerland’s watchmakers: were over- 
whelmed by competitors that were not even 
in the same business. While they were devel- 
oping increasingly complex. mechanical 
watches, Japanese electronics companies, 
led by Casio in 1974, launched basic digital 
watches which sold at less than half the price 
of cheap mechanical ones. Only with the in- 

. troduction of the electronic, fashionable 
— Swatch in 1983 were Swiss makers able to 
claw back a chunk of the watch market. 






The trouble with many firms that get so 
Pankaj 


roundly upstaged, says Mr 
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Ghemawat, an associate professor at Har 
vard Business School, is that their analysis 
of competitors amounts to little more than 
comparing the price and performance of 
their products either with those of their en- 


tire industry, or with a competitor whose - 


products most closely resemble their own. 
This signally fails to spot potential rivals. 
"Benchmarking" takes analysis of com- 
petitors somewhat further. It involves mea- 
suring every step of a firm's production pro- 
cess against that of its best rivals, giving at 
least some idea of developments in competi- 
tors' product cycles and manufacturing pro- 
cesses—and, to a limited extent, their next- 


generation product plans. Firms like Xerox 


have used benchmarking to revitalise manu- 


facturing and service operations which had - 
. seemed doomed by complacency. 


But such techniques have serious limita- 


tions. One, notes Mr Gary Hamel, a profes- 


sor at London Business School, is that they 
assume that a company has chosen the right 
“benchmark” rival in the first place. Even if 
it has, benchmarking offers only a snap- 


. Shot—a comparison of a company's product 


with the existing products of existing com- 


petitors. As product life-cycles shorten, the. 


benchmark will itself have an ever-shrinking 


life. And it tells companies little about what. 
. their competitors will be capable of next 


year or even who they will be. 


As new technologies grow more accessi- 


. andoften dangerous. Not only ares 


. of realising that a competitor is about to in- 


. because they look in the wrong: place—ai e) 


Harvard. Business Review, Mr Hamel a n 


| in the early 1970s but still in place 


but on honing its "core compet ic 


cations, computers and components 





























di ar ae is yee in s j 


ginal gains frequently short-lived; 
centrating on them can leave a com 
blind to an innovation in its own indust 
a technological breakthrough. elsew 
that is about to rewrite the rules of the gam 

Many successful new products completely 
redefine markets (eg, Sony's Walkman) 
create new ones. But is any company capab 


troduce the first VCR, electronic blackboard 
or handheld tcp-screen TV? This: may b 
tricky, but more and more companies ar 
going to have to try. D. 

One new approach to the challenge 
gests that che reason companies find it 
to anticipate their competitors’ next mov: 


isting products. In the latest. issue ol 


Mr C.K. Prahalad, a professor at th 
versity of Michigan, describe how 


Japanese electronics group, peers int 
competitive future. Its strategic plan, f 


concentrates not on developing any s 
end-products (though i it does plenty o 


key abilities and skills. i4 
At an early stage NEC's crystal 
gested to it that, in the future, its com 


nesses would increasingly overlap, a 
its success in beating competitors in all 
markets depended not simply on develo 
end-products i in each market, but on i 
ing heavily in the core competence 
conductor-making—common to all of tk 
In fact, this was conventional wisd 
the time NEC decided to concentrate on 
chipmaking. And the company's visio 
merger between computers and comi 



























































$ emal vision have eee at it to nth 
vy investments in chipmaking and to 
tch more swiftly than many competitors 
ito new products such as laptop computers 
and ii telephones. E 
A num Xf companies and business- 
elieve that the most effec- 
se the competition may be 
is in the same way that NEC 
tself. ‘As Messrs Prahalad and 


“You can mise the Pari A 















^J ) RITAIN' S economy is in the dob 
| £2 drums. So are Margaret Thatcher's 
] ^ political fortunes. But the biggest losers 
] «may be the stars of Mrs Thatcher's “en- 
|] terprise culture". An embarrassing num- 
"ber have turned out to be black holes. 

= This year alone, Mr John Gunn, 
] much praised head of British & Com- 
| monwealth, a financial-services group, 
|. has been humbled by the spectacular col- 
|| lapse of a computer-leasing subsidiary. in 
F March Mr John Ashcroft, the publicity- 
||; mad young boss of Coloroll, a home-fur- 
] onishings group, was ousted after putting 
F- his company heavily in debt. 

— Mer Alastair Ross Goobey, an analyst 
at James Capel, a stockbroker, has 
tracked against the Fr-A Albshare index 
the share prices of the companies run by 


Company — 
Smiths Industries 





e value oc the most sah in ibo busi- 


-. The Guardian young businessmen of the year 
Performance of shares relative 
to the FT-A All-share index — 


3 years before 
award” 


+12.3 


ness, clearly do. Third, a core competence 


Should be hard for competitors to duplicate: 


it will provide a sustainable competitive ad- 
vantage. Honda's engines, drawing on the 


company's state-of-the-art manufacturing 


and design skills, score on that, too. 

None of this will necessarily enable a 
company to work out what its competitor's 
next product will be—or, even if it. does, 


whether the product is likely to be a success 


(when Sony introduced the first Walkman 
in 1979, nobody guessed the size of the mar- 
ket the firm was creating—including Sony 
itself). But it can help. 

Even if it does, the technique looks 
hard-pushed to spot the competitor that 


- springs up from nowhere, like the Japanese 
-firms that decimated the Swiss watch indus- 


try and the mechanical-typewriter business. 
Fans of the competence theory say that, by 


spotting the miniaturisation and LcD-mak- 


| 
past winners of the once-coveted Young 
Businessman of the Year award, selected | 
by a panel of eminent industrialists and 
sponsored by the Guardian, a leftish 
newspaper. The results make the award 
look like the kiss of death to any budding 
billionaire (see table). 

And what of the 1990 Guardian 
young businessman, announced on May 
Ist? Mr Richard Brewster, boss of David 
S. Smith (Holdings), runs a recycled-pa- 
per-products group with an annual turn- 
over of £350m ($585m). Presenting the 
award, Mr Neil Kinnock, leader of Brit- 
ain's opposition Labour party, said Da- 
vid Smith was the sort of company that 
would thrive under a Labour govern- 
ment. Smart punters are shorting Smith 
shares. 
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ing skills of Casio, Swiss watchmakers might 
have headed off (at least partly) their 1 dape 


nese competitors. 


Similarly, typewriter maken aware of 
the electronics in Brother sewing machines, 
which had already destroyed Singer’s sew- 
ing-machine business, might have been able 
to guess that the same technology could just 
as effectively be applied to low-cost elec-. ' 
tronic typewriters, which in due course 
was. A slightly broader horizon might even 
have enabled typewriter makers to see that, 
within a decade, personal computers and 
word processors would make even elec- 
tronic typewriters obsolete. 

But just how many industries can a com- 
pany find time to examine? And, surely, any 
rival's core competences will be a closely 
guarded secret? Both are fair questions. But 
firms that try to predict the future by spot- 
ting core skills do not seem bothered. Take 
Chaparral Steel, a profitable American 
steelmaker. It sends managers and engineers 
to visit competitors factories, customers 
and suppliers, as well as university research 
departments. lt does not waste time trying 
to improve on rivals’ existing products: in- 
stead, Chaparral looks at the developing 
trends and skills underlying steelmaking. 
This means it can usually spot the next hit 
product (like new construction steels) long 
before its rivals. Chaparral allows competi- 
tors to visit its factories, too, but reckondil 
that this poses no threat: it believes that it is 
better at spotting trends than any rival. Brit- 
ain's Lucas Industries, an aerospace-to-car- 
parts group, takes a similar approach. 

Paying less attention to rivals' products 
and more to rivals’ underlying strengths can 
lead to some interesting insights. A firm en- 
tering the laser-printer market might think 
that its competitors are companies like Ap- 
ple and Hewlett-Packard, whose logos ap- 
pear on the product. In reality, any would-be 
printer-maker hoping to see where the com- 
petition will be in 1995 would do well to 
consider the skills of Canon, which makes 
over 8096 of laser-printer "engines". Then 


there are the software engineers at Apple 
and Hewlett. As for the product—the 
printer itself—well, at least it shows you 
what one should look like. | 

















In Beijing 





look no 
further than 


T hs NO. f. 
6 


ec 


new China World Hotel has 


prime position at tht 
head ol Being s central 
thoroughfare, it offers 


LAUTIOUS af mmocdanon 


perb dining and superiot 


onlerence and exhibition 
facilities make the China 
World Hoti | d number one 


hoice lot business in 


Beijing Oper ing June 1990 





China World Hote! 


BEIJING 
HOTEL * CONFERENCE * EXHIBITION CENTRI 
A SHANGRI-LA INTERNATIONAL HOTEL 





CHINA WORLD HOTEL, NO 1 JIAN GUO MEN WAI AVENUE, BEUING 100004, CHINA. TEL: (1) 505 2277. TLX: 222981 THBBC CN. FAX: (1) 505 0828 


SHANGRI-LA INTERNATIONAL: AUSTRALIA (008) 222 448 © BANGKOK (2) 236 7777 + HONG KONG 810 7782 © KUALA LUMPUR (03) 230 6248 * SINGAPORE 535 7876 
è TOKYO (03) 667 7744 


SHANGRI-LA INTERNATIONAL HOTELS ond RESORTS: CANADA * CHINA + FUI + HONG KONG * INDONESIA + MALAYSIA + PHILIPPINES (1991) * SINGAPORE + THAILAND 
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© OPEN A HALIFAX 
ED OR VARIABLE RATE ACCOUNT AN 
YOU WON'T GET YOUR FEET WET. 


sent SEMANO i oo ir basen biete t A Rin 
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Pies 
Meter 








! deposit accounts. 








It’s a variable rate, instant access account 
with no penalties and no minimum time 
it. It has a minimum investment level 
,000 at a substantial rate of 12.50%. 


"The interest rate is automatically adjusted 





the whole investment as your balance steps 


às follows:- 














TEREST RATE] 12.50% | 15.50% | 14.25% | 14.50% 










12.89% 13.96% 14.76% 15.03% 








. You can also set up standing orders, direct 
its and have your interest paid directly into 


r UK or Channel Island bank account. 
Then there’s our new account, HALIFAX 
ED RATE INTERNATIONAL. The interest 


n your account is fixed on the day that 





receive your funds for a period of 12 months 


th Te is a minimum investment level 





Being Halifax accounts, you can expect 





'ompetitive interest rates. And being 





ore, we can offer you high interest with 


income tax deducted. 


First, HALIFAX DEPOSIT INTERNATIONAL. 


poen interest. 












If you would like details and condi 












of issue on either account, or would 
open a HALIFAX DEPOSIT | NTER 


account, then fill in the coupon below. 





Alternatively, you can ring our Hali 
Jersey Helpline on (0)554 59840. 
You can rely on the Halifax to sav 


from a soaking. 


To Halifax Building Satie International Investment Unit, Ingouvil 
House, Ingouville Lane, St Helier, Jersey, Channel Islands. | 


Please open a HALIFAX DEFOSIT INTERNATIONAL account for me/g $ 
l/weenclose a cheque/money draft No... 
l/we would like the interest to be: 


















form for the payment of gris interest. 


I/we accept the terms, conditions and regulations ee th 
for the time nee in force. 


Only members can attend at meetings of the Society and on 
members can vote on resolutions. 


Please send further details of HALIFAX DEPOSIT INTERNATIO. VAL [7 Ei 
and/or HALIFAX FIXED RATE INTERNATIONAL [ ]. 





Full Name (Title) Tel No 


Address 


























Country 






Nationality 








Signature(s) a 








anadian Pacific Limited had a final net income for 

1989 of $745.2 million, or $2.35 per Ordinary share, 

compared with $820.1 million, or $2.65 per share, in 
1988. Income from continuing operations was $664.6 million, 
or $2.09 per Ordinary share, compared with $683.9 million, 
or $2.21 per share, in 1988. 


For the fourth quarter, net income was $190.7 million, 
or 60 cents per Ordinary share, in 1989 compared with 
$206.6 million, or 65 cents per share, in 1988. Income from 
continuing operations was $188.2 million, or 59 cents per 
share, compared with $144.4 million, or 45 cents per share, 
in the fourth quarter of 1988. 


Consol idated Income (unaudited) 


eran dO EM 


B | 4th Quarter 7 12Months 
(pm ME 1989 1988 1989 1988 
Transportation and Waste Services $ 41.3 $ 367 $ 110.1 $2133 


Energy 28.6 222 139.2 122.5 
Forest Products 29.5 655 178.4 259.6 
Real Estate and Hotels 88.3 9.1 160.8 1023 


Telecommunications and Manufacturing 0.5 109 79.1 (13.8) 


—— at —— ea a et coe eam ait t FN armi rere rr iA Pea Pen meh VAR aa rt mappe a rn mn a ar rrr 


€— feat rh e derer tnm rat 


income from continuing operations 188.2 144 4 664.6 
Discontinued Operations — 2.5 62.2 80.6 


bete e STEYR A lie 


retento 


——————— Ma! hirea att eet rt ow e hv eanne ni hair 


Net income i | “§ 190.7 $2066 $ 745.2 $8201 
| Average number of shares outstanding (mdlions) | 317.8 


entes MA m n m ena tt ens aee 


Earnings per Ordinary share | 
income from continuing operations — $ 059 $ 045 OS $ 22 
Net income o $ 0.60 $ 0565 $ 2.35 $ 268 


Consolidated revenues from continuing operations, after 
elimination of inter-company transactions, were $11,020.2 
million in 1989 compared with $10,926.4 million in 1988. 


evenues from continuing operations in the fourth quarter 
were $2,903.4 million in 1989 compared with $2,736.4 


enter ii o | fset speci ond 
Income from eb vasi and real 
















Rich countries are enjoying their eighth year of growth—the longest 
expansion since > the second world war. Is a recession looming? 







ROWTH is ilo in industrialised 
economies as igher interest rates 
bite. In its latest "World Economic Out- 
look" the IMF forecasts that growth this 
year will drop to its slowest since 1982. 
This is less scary than it sounds. Whereas 

^ in 1982 average onp fell by 0.3%, in 1990 

it is forecast to grow by a healthy 2.7% 

. (after 3.5% last year). Better still, the mF is 

fairly confident that there is no recession 

. 6n the horizon. Instead it expects growth 

to rise to around 3% in 1991, and to aver- 
age just over 3% in 1992-95. 
Averages, however, conceal more than 
they reveal. The big seven economies are 
now much less synchronised than in pre- 

, vious cycles. The United States, Canada 

' and Britain will suffer sharp slowdowns, 
with GNP growth falling below 2% this 
year, while the economies of Japan and 
continental Europe remain buoyant. 

Growth in Europe could be even 
stronger than the IMF suggests. Its fore- 
casts take no account of the impact of 
German unification, which is likely to give 
a big stimulus to West Germany’s econ- 
omy. Other forecasters who have tried to 
take account of unification reckon that 
West Germany's GNP growth could top 
that of Japan this year and next for the 
first time since 1976. These gains. would 
then spill over into the rest of Europe as 
the newly unified Germany sucked in sub- 
stantially more imports. 

-The IMF sees little further progress in 
reducing current-account imbalances over 
the next few years. But this ignores the im- 
pact of unification, which is likely to wipe 
out West Germany’ s excess savings—and 
thus its current-account surplus. IG 

-~ In any case, the mF is less worried 
about current-account imbalances than it 
used to be. Its publications once devoted 
much space to telling America to trim its 

| budget deficit and Japan and West Ger- 

1 many to save less. Now, like most interna- 
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tional organisations, it accepts that cur- 
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| Outlook: still sunny — 








rent-account deficits are not necessarily a 
“bad thing” and that the integration. 


global financial markets allows deficits to 
be financed for longer and on a bigger. 


scale than in the past. 


The IMF has certainly not eased up on ! 
its attack on America's budget deficit, but. ` 


it has now laid off Japan and West Ger- 
many. With good reason. The likely in- 


vestment requirements in East Germany p 


will put heavy pressure on scarce global 
savings, and hence upward pressure on in- 
terest rates. The message now is that cur- 
rent-account imbalances must be reduced 
by countries with deficits increasing their 
national savings (ie, by cutting budget def- 


_icits), but not by countries with surpluses 
cutting their savings. 


Squabbles between countries over 
how to reduce current-account imbal- 
ances have eased, but now the biggest rifts 
are within countries. In virtually all the 
big economies, finance ministries are at 
odds with central banks about monetary 
policy. The mF is firmly on the side of the 


bankers. It believes that the balance of 


risk still lies with inflation rather than re- 


Cession, and it is too soon to ease up. 


In trying to bully the Fed into cutting 


interest rates, the Bush administration 
thinks it is saving America's economy 
. from recession. More likely, it is signing 
- growth's death warrant. The control of in- 


flation is essential to sustain expansion. 


Previous upswings have typically ground 


to à halt as economies overheated and 
wage and price inflation quickened. Gov- 


ernments were forced to slam on the 
| brakes by raising interest rates. 


The charts compare the current eco- 
nomic expansion since 1982 with the two 
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which ended after three and five years re- 
spectively, The chart also shows how wage 
and price inflation has been much lower 
this time round. The MF argues that it is 
no coincidence that the fall in inflation in 
the 1980s has been accompanied by a 
longer expansion in output. By giving - 
greater priority to taming inflation and- 
pursuing more-cautious fiscal and mone- ~ 
tary policies, governments have reduced — 
inflationary expectations and so helped to ` 
prevent a wage explosion. : 

A second big difference between this - 
cycle and the previous two is the behav- 
iour of commodity prices. The economic ` | 
upswings in 1971-74 and 1975-79 were | 
both derailed by adverse shocks in the - 
terms of trade of industrial countries, as 
the prices of oil and other raw materials 
soared. In the 1980s, however, industrial 
economies have been blessed with an im- 


provement in their terms of trade. The | 


halving of oil prices in 1986 was equiva- 
lent to an income gain in the big seven 
economies of $1 15 billion—an extra 
l T6 of their GNPs. 

Two other factors are helping - t 
stretch out the current expansion. Fir 
companies are using better methods o 
stock control, which allow them to. 
stock-sales ratios at lower levels. This r 
duces the need for sharp cuts in prod 
tion when demand slackens, and so help 
to make output less volarile. Second, vari 
ous supply-side reforms have helped. to. 
make labour markets work more smoothl A 
and so contain wage pressures. 

Inflation has picked up during the pas 
year, but it remains low compared wit 
the 1970s. On current policies the MF ex- 
pects average inflation in the 
industrialised world (as measured bythe 
GNP deflator) to drop from 3.9% in 1989: 
to 3.6% by next year. If it is correct, ther 
long live the expansion. 
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Australia’s wool growers 
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— LN may be Australia's national maxim, 
but for the country's sheep farmers the opti- 
mism is wearing thin. The wool they pro- 
"duce is Australia's largest commodity ex- 
- port. In the financial year ending last June, 
"wool exports earned almost A$6 billion 
($4.5 billion) —comfortably ahead of the 
~ A$4.6 billion earned by exporting coal. This 
year, however, will be a disaster for the 
70,000 wool growers: exports are already 
two-thirds down on last year; real interest 
- fates of over 1096 are crippling; and the in- 
' dustry’s cartel is seeking extra levies in order 
to stockpile surplus wool. Some forecasters 
see no improvement for at least five years— 
which will be far too late for many an out- 
back stalwart. 
..— What is going wrong? The short answer 
is that Australia’s farmers have become 


ers are running out of money. First came the 
virtual disappearance of China from the in- 
ternational wool market. Then, on May 7th, 


he buyer's reply to the shepherd 


€NTO WORRIES...She'll be right". 


greedy just when some of their best custom- 


the Australian Wool Corporation said that 
the Soviet Union, which normally buys up 
to a tenth of Australia's wool, had defaulted 
on payments of over A$100m, and that 
some Russian buyers are asking Australian 
suppliers for a year of credit. 

How times change. Two years ago, in 
the 1987-88 season, the wool growers had 
never had it so good. Not only did European 
fashion houses want superfine wool, but 
China's textile and clothing industries were 
eager buyers of all the wool they could get. 
China vied with Russia to be the biggest cus- 
tomer after Japan. In just over a year the 
market price of wool rose from around A36 
a kilo to a peak in April 1988 of A$12.66. 

The Australians are the world's biggest 
producers of fine wools, so they reacted with 
the traditional hubris of those (like OPEC) 
who believe they so dominate the world 
market that they can set prices and maintain 
them even in the face of falling demand. The 
Australian Wool Corporation declared the 
industry's prospects were "the best for a 
generation". The corporation's chairman, 
Mr Hugh Beggs, said in May 1988: “I refuse 
to accept that this is just a boom and will be 
followed by a bust... We must not talk 
wool down." 

Famous last words. A year later the Aus- 
tralian dollar was higher and the Japanese 


were turning from natural wool to cheaper | 


synthetics, Most damaging of all, China 
stopped buying: a government austerity pro- 
gramme designed to halt rising inflation 
meant a cramp on imports—and the politi- 


cal aftermath of the bloodshed around Tian- 
anmen Square meant no foreign countries. 
would lend to China. The Chinese textiles - 
industry now has to make do with wool - 


stocks it amassed earlier. 
All this leaves Australia’s sheep farmers 





Meanwhile, the Australian Wool Corpora- 
tion’s attempt to defend the A$8.70 floor 
price is turning into slow financial suicide. 
At some auctions, the corporation has had 
to buy more than half the wool on offer. Its 
“wool mountain” was barely a molehill in 
1988—now it is around 2.5m bales and 
could exceed 4.5m by the end of next year. 

Defying the market is costly. To keep 
buying what others will not, the corporation 
has had to borrow almost A$1 billion on top 
of the A$1.8 billion already levied from the 
farmers for the market-support fund. One 
estimate is that next year, if nothing 
changes, the corporation will have to spend 
A$4 billion. Some of that will come from in- 
creased borrowing; the rest will come from 
increasing the levies on the farmers, which 
seems a peculiar way for the corporation to 
help the beleaguered wool suppliers. 

The obvious alternative would be tg, 
lower the floor price, by 30% or so, until d 
mand rose to match supply. But that, o 
course, would mean enormous losses as the 
corporation sold off stocks for less than it 
had paid for them. 

Is there, then, no way out? Some farmers 
hope that a drought or a sharp fall in the 
Australian dollar will bring supply and de- 
mand into line. Either development might 
mean salvation for the 70,000 wool farmers 
and their families, but would hardly be pop- 
ular with Australia’s 16m other citizens. Al- 
ternatively, some farmers might decide to 
forget about wool and to export sheep for 
slaughter in the Gulf. But even that has 
problems: last year Saudi Arabia, which 
bought 3.2m of the 7.1m live sheep export- 
ed from Australia, rejected six shiploads on 
the ground that the sheep had various dis- 
eases. The Australians, who suspect com- 
mercial intriguing, protest that some of the 
diseases are not even found in Australia. No 
matter: two more ships were turned away in. 
April and a third in early May. 

Short of a new ice age surprising the 
world’s weathermen next year, perhaps the 
best hope for Australia’s sheep farmers is to 
abandon the wretched animals altogether, 
switch to wheat or beef, and avoid cartels in 





| the future. 





Minivans in Europe 
Family transport 
modules 


A PART from Ford’s Model T some 75 
“À. years ago, few American vehicles have 
been trend-setters in Europe. That may be 


about to change. Enter the minivan, some- 


times known as a multi-purpose vehicle 
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America, minivans could soon be just as 
bpular in Europe. Half-a-dozen manufac- 
“turers are planning to launch new minivan 
models designed to cater to European tastes. 

About 800,000 minivans were sold in 
America last year. Chrysler’s Voyager and 
Dodge Caravan lead the market and ac- 
count for half of America's minivan sales. 
Profitable minivans have probably saved 
Chrysler from another bankruptcy in the 
brutally competitive American car business. 
Chrysler is hoping to repeat its success with 
a European-built minivan. 

It will face stiff competition. Although 
carmakers are notoriously shy about discuss- 
ing future products, plenty of rival minivans 
are known to be under development. Indus- 
try speculation is that Ford or Mazda may 
link with Volkswagen in a joint venture to 
build a minivan somewhere on the conti- 
nent. Opel, General Motors' West German 
subsidiary, is believed to be among several 
European carmakers planning their own 
del. Even a luxury carmaker like 
Mercedes has been spotted testing a 
. minivan aimed at the top end of the Euro- 










pean. and American markets. And, of 


.. course, the Japanese are not idle. Later this 
year Toyota will replace its Space Cruiser 
-minivan, already sold in Europe, with the 
tylish new Previa. Toyota calls its new 
- minivan a "family transport module". 
.''" -Minivans have become a new class of ve- 
_hicle: spacious cars with seating for six or 
: seven people. Although early models were 
: based. on small commercial passenger vans 
. adapted for private use, the latest and most 
successful minivans, like Chrysler’s, are pur- 
"pose-designed to offer car-type perfor- 
< mance, handling, quietness and comfort. In 
America minivans have filled a void created 
-by the demise of Detroit's big gas-guzzlers 
- and station wagons. 
So far, sales of minivans in Europe are 
iny. One of the most popular is the Espace, 
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(MPV) or people. carrier. Al «he rage in. 


Solana, his flamboyant predecesso Bor 





a car-type minivan Shih has sold only 


_ about 100,000 since it was launched in 1984 — 


by. France's Renault. Manufacturers now 


eyeing the European market reckon that 


sales will grow with a greater variety of vehi- 
cles on offer. Competition should also. re- 
top-of-the-range | - 


duce prices. In Britain, a 
four-wheel-drive Espace can cost £23,000 
($38,000). In America Voyager prices range 
from $12,000 to just over $18,000. 
Although carmakers are hopeful, some 
wonder which types of minivan will appeal 
most to European consumers. Some manu- 


facturers think small minivans will do better - 
particularly - 


on Europe's smaller roads, 


.motor-industry management at the 
-Business School—provided carmak 
_ learn how to produce them econom 


-plants are aoe to the mass product 
“some 200,000 of the same model a year 
“are too “indlexible to be able to make a va 
_ of different vehicles. Given the fact th 
‘total number of minivans sold, even on 


_car sales, flexible manufacturing W 
key to profitability and sales, — 


forming joint ventures to make 
‘Chrysler, which has no manufactt 
dn Europe, | 
- minivan demand in America. Yet the 
. too low for Chrysler to justify opening.a | 
,ropean factory. So the company has form 


. plier, Steyr-Daimler-Puch, to make mini 


space group, Matra. 






where parkin 4 
ous minivans could: attrac 
ers who might use them as 
for fetching executives from: 

Whether big or little, mini 
come a useful niche in the. Eu 
market reckons Mr Dan Jones, pro 





























small numbers. Most. western: car 

















timistic forecasts, will be only a f 




























This is why some manu 


is full stretched 


sales volumes in Europe are thought t 


à joint venture with an Austrian commer 
cialvehicle company and component sup- 


vans in Austria. The joint venture will begin 
with an initial volume of about 25,000 a year 
rising, it is hoped, to 125,000. Chrysler is 
not alone in seeking the help of companies. 
familiar with smaller production runs. The 
Espace is built for Renault by: a Eee aero- 





Spanish telephones 











national strategy which made Mr 1 


the most unpopular men in Spain. 

The globetrotting Mr Solana, better 
known for his political contacts thah for his 
business skills, seemed bored with the task 
of making sure Spaniards could complete a 
telephone call—and far more interested in 


negotiating manufacturing deals in Russia, 


taking stakes in Chiles and Argentina’s 
telephone networks and generally acting 
like the boss of a budding multinational. 


With unsatisfed demand for telephones 


soaring at home, Mr Solana soon became a 
popular hate-figure and his international 


pretensions a laughing-stock. 


oss dé over after Mr Solana left for an- 


da t as infuriated Spanish telephor 
- believe. With 1992 approaching, tect 


deregulation. transforming - the ind 














LEANING up the mess left bi; a pride _, Ot 

AY cessor is one of the best ways fora new ^ lazquez 
chief executive to shine. Mr Candido Velaz- owned 

. quez, the boss of Telefonica, Sp: .. appe 
communications monopoly, has tri 
-just that, but without abandoning tl 





ations company is not qu 















rapidly creating new. telecoms setvi 


most of Europe's bigger telecoms com 
are trying to move into: foreign marke 
fore others move into theirs: ^. 

Nevertheless, Spain's: telephone- 
have had plenty to complain about. 
end of 1989 some 500,000 people were v 
ing to have a telephone installed. Even aft 
they get one, Spaniards often find they ca 
not use it in peak times because of jamm 
lines. And on international calls, Sp | 
charges are three times higher than in 
ain, according to a new study by the 












communications Research C 
think-tank. 











ment last year by 60% and made a dent in 
the waiting list (see chart). This year invest- 
ment is set slightly higher, at Ptas 600 billion 
($5.8 billion) and the company is planning 
o invest a total of Ptas 3.5 trillion over the 
ext four years. Quality is improving too: 
87% of the new lines in 1989 were digital. 
¿For all. Mr. Velazquez' s effort, Spain 5 
elephone service remains a perpetual irrita- 
ion for millions of users. Things are likely 
o get worse before they get better. Demand 
; expected to grow even faster as the coun- 
try prepares for an invasion of foreigners in 
992. when the summer Olympic games will 
be held i in Barcelona and the World's Fair in 
eville. Despite this, Telefonica is reluctant 
o concentrate. solely on traditional tele- 
: valueadde and is PEN ahead 

















he olent market in the early 1990s. — 
VA thes. same time, Telefonica has a list of 


" WASHINGTON, DC 


HE symbols of the 1980s continue to 

crumble. On May 7th one of the de- 
cade's noted corporate raiders, Mr Carl 
Icahn, conceded defeat in his bid to per- 
suade shareholders in USX, against man- 
` agement advice, that the former us Steel 
would be better off if its energy and steel 
components were split. It was a defeat re- 
plete with ironies. 

One is that it should be 
Mr Icahn, scourge of man- 
agements, who has unwit- 
tingly strengthened UsX's 
incumbents. They had. ab - 
ready fended off a takeover 
bid from him by changing - 
company rules after he ac- 
quired 1396 of the shares in... 
1986. Now they have. _ 
shown that, inthe pro-man-- 
. agement climate of the — 
.. 1990s, it is possible to win a. 
proxy war fought oute 
. through newspaper. advertising. This is 
all the more striking since most analysts, 
while sceptical of Mr Icahn’s claim that 
the split companies would be worth a to- 
tal of $48 a share compared with today’s 
. $33, nevertheless thought. shareholders 
- would have gained. "x 
Ánother irony is that this is the first 
-year in which the case for the establish- 
. ment of UsX in 1982 has been made 
good. The argument. Was that. the cycles 
^ of Marathon’ s: oil and gas would offset 








Mr Velazquez boosted. dé estic. invest- | 


breparatión p» e opening iot | 
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this time a rise in energy profits compen- 
sated. Mr Icahn’s timing was wrong: steel 





Teahn couldn’t 


rean producer, and Kobe Steel of Japan. 





minority, 


tomers; 3% of Geostar, an American radio- 
communications outfit; and 10% of Mer- 
cury Personal Communications Network, 
which has a licence for personal mobile tele- 
phones in Britain. The most spectacular for- 


eign deal until this year was a joint venture 


agreed in 1988 by Telefonica and Amper 


(the telephone maker in which it holds 1296) 
with the Soviet Union, to produce between 


500,000 and Im Spanish-designed tele- 
phones a year in Russia. — 
Latin America offers the Spanish | com- 


pany its most promising opportunities and 


perhaps its biggest pitfalls. On. April 17th 
Telefonica agreed to relieve Mr Alan Bond, 


the cash-strapped Australian entrepreneur, 
Compania de 


of his 43.7% stake in 
Telefonos de Chile (crc) for $388.5m. 


Telefonica will own and operate one of 


Latin America’s biggest, best and most prof- 


itable telecommunications networks. CTC 


has 9496 of Chile's telephone lines, more 
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those of us Steel, its purchaser. Instead, 
steel losses overwhelmed energy profits; 
then both industries slumped together. 
In 1989 steel weakened once more, but 


might have been successfully floated 
when it was making record profits in 
| 1988, but not now. One 
suggestion is that Mr Icahn, 
faced with continuing 
losses at his airline, TWA, is 
feeling short of cash (like 
another 1980s icon, Mr 
. - Donald Trump). If that is 
|. true, then the $1.1 billion 
‘at which the market cur- 
| rently values his Usx stake 
|. would come in handy. 
^ The biggest irony is that 
USX's management may 
soon split the company up 
in any case. On May 8th it 
aol part of its Texas oil and gas hold- 
ings. As for Us Steel, the way forward is 
unlikely to be as a wholly independent 
producer. It has already formed small 
joint ventures with Pohang, a South Ko- 


With rumours of another strike when us 
Steel's labour contract comes up for re- 
newal next year, more such joint ven- 
tures—or even full partnership with an 
Asian partner—may be the best way to 


survive. | 


ih c mainly consortium, investments i 

-".« around Europe and America. These include — 
5% in California's Infonet, which provides — 
global network services to corporate cus- 
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than half of them digital, and earned $95m 
on revenues of $268m in 1989. That is an 
even better performance than Telefonica's 
own earnings of Ptas 68.5 billion on reve- 
nues of Ptas 703.6 billion that year. 

The purchase settled an old score. 
Bond beat Telefonica in 1987 when bot 
were bidding for crc. But it also looks a rea- 
sonable deal—even if Telefonica must un- 
load its separately acquired 20% ($50m) 
stake in Entel, Chile's main international 
telephone company. A preliminary ruling 
by Chile's monopolies commission in early 
May suggested that this is likely. 

Telefonica's interest in acquiring 4096 
of Argentina’s state-owned international 
telephone operator looks less reasonable. 
The deal, agreed with Argentina's govern- 
ment in March 1988, has got lost in the jun- 
gle of Argentina's party politics and its eco- 
nomic mess. Though a final decision may be 
announced soon, Telefonica is reportedly 
losing interest. Undaunted, the Spanish 
company still says it wants a chance to run 
Mexico's Tel-Mex whenever that is put up 
for sale. 

Despite upsetting consumers at home, 
Telefonica's international stakes could 
make sense. A relatively small and pc 
country, Spain cannot support a large tele- 
communications company. If Telefonica is 
to remain independent and competitive, it 
will need other markets to maximise returns 
on know-how and technology, whether ac- 
quired from others or developed by itself. 
The amount the company has spent in 
Chile is less than one-tenth what Telefonica 
is investing each year in Spain and the re- 
turn is likely to be higher. Above all, it is not 
merely a lack of money that has proved such 
a disaster for Spanish telephone customers. 
The physical scale of the backlog and 
Telefonica's reluctance to import equip- 
ment have been bigger problems. ]ust as 
troubling has been an unattractive corollary 
of Telefonica's monopoly: a certain disdain 
for the consumer. That t too is changing, but 
slowly. 









Japanese cosmetics —^ ^ — highsech, rather tha 
- reputation is fine for ste 
he softer : samurai so good for glamour puri 
fumes. M 
"E The stereotype contains a gr: 
. Under attack at home from American and European competitors, Japanese Like P&G of old, Japanese mana 
) leti anies are trying to strike back abroad. Do they have — image-led selling, preferring to bel 
ne eded to — Unilever or Procter & Gamble? products perform better than those of 
: The keen Japanese executive start: 
norvallergenic make-up is all the rage one — firm's R&D department, his Europe: 
year, thick sunblocking sludges the next. — terpart starts as a brand manager. } 
Capitalising on fickle fashion requires lots Perry, — personal-products direc 
of expensive new-product development ^ Unilever, describes his job as “ 
even if this involves just changing the pack- dreams in a bottle". Mr Sam. " Sugiy 
aging. Shiseido spends 3% of sales on what manager of Shiseido’s London office 
it calls R&D. With four scientists on its that he spends almost nothing « on. 
board of directors, Kao spends 4.5% of sales — ing. "Technology and service me 
dein Nor will iris opponents on R&D. P&G and Unilever are reckoned to Advertising is not a short cut,” h 
-overmanned industrial firms, but have R&D budgets of only 2.5% of their per- Fine words, but for most personal- 


































































: illec marketeers like America's Procter & —— sonal«are sales. products technological advantage i is hard 
i Gamble (P&G) and Anglo-Dutch Unilever, But matching bigger rival dollar for find. Mascara does not run in the rain 
-Who are (at last) even teaching Japanese dollar on R&D is unlikely to be enough to more, bubble baths already bubble beau 


:companies a thing or two at home. The fight "—- nm fully. Given so few noticeable differences i 
- should leave more than a few laddered tights — .. product performance, marketing is kin 
pi rd smudges. = And here firms like Unilever and P&G hav 
The line-up of the world's five biggest Br " anedge. 
| “companies supplying “personal care” prod- | Marketing does not just mean advere 
-ucts—cosmetics, soaps, toothpastes and ing (anyone can hire a smart agency to do 
:shampoo—includes two Japanese names: that); it means lots of sophisticated con- 
| Shiseido, a cosmetics company, and Kao, id sumer research. Before the recent launch of. 
| pan's biggest soap manufacturer. With pe its big new detergent brand, one western. 
. sonal-care sales of Y430 billion ($2.7 bil lion) manufacturer interviewed 30 000 consum- 
~ and Y207 billion respectively, they do not ers for 112 hours each about their emotional 
"match Unilever, P&G, or France's L'Oréal relationship with washing powder. Expen- : 
(all with personal-care sales of $4 billion or sive? Yes. Hocus pocus? Apparently not. 
more each), but they dwarf dozens of other Marketing techniques like these have ak 
"western soap and cosmetic companies. ready given western consumer-goods com- 
^4 The Japanese are not short of confe . panies reasonable success in Japan itself. At : 
: dence. Last October Shiseido made an offer ~~ ter 17 dogged and loss-making years, P&G's 
sofor the fragrance arm of Lanvin, one of ^ . *' Japanese operation claims to be turning in a 
— France's snobbiest couture houses. The deal . profit. After failing with American hard-sell: 
fell through when France's Vuitton family marketing, P&G has switched successfully to 
< bought Lanvin, but Shiseido is looking for a local-style softer sell. Unilever's Timotei 
- similar opportunities. The company already shampoo, launched i in Japan in 1985, is now. 
“has a 10% share of the Italian cosmetics | | one of the country's top sellers. Unilever: is. 
¿market (only L'Oréal has more), it owns an Short on soul, allegedly reported to be test-marketing a new laundry: 
American hairdressing chain and it has just detergent in the country, which will meal 
nounced it will invest $12.7m to build a grab market share in America and Europe. head-to-head competition with Kao, 
“cosmetics plant in France, the spiritual The weakness of Kao and Shiseido is in mar-  market-leader. Given the Japanese sl 
home of the cosmetics industry. | keting. Japan's own image does not help. ^ per's appetite for prestige western bi 
= Kao’s cheeky 1988 purchase of Cincin- According to a recent study by Hom Horner names, it is not surprising that such 
nati-based Jergens, America’s biggest hand- Collis and Kirvan, a London advertising merchants as Chanel and Dior are d 
cream manufacturer, not only puts Kao agency that is partly Japanese-owned, Euro- — well in Japan too. NT 
ht under P&G's nose (Cincinnati is P&O's — peans view Japan as a nation of inscrutable With invaders in their own x ba k ' 
1ome town), but gives it a base for expan- — super-brains who spend their scant freetime Japanese personal-product firms h 
sion into other products. Kao has a frm Eu- participating in masochistic game shows. ^ consider striking back in western mar! 
pean foothold via the DM270m ($160m) Japanese products are seen as technically ad- Given their size and determination, com 





















xurchase of Goldwell, a hair-salon supplier, ^ vanced and reliable, but short on soul. nies like Kao and Shiseido stand a g 
early in 1989, and a half share in Berlin- As Horner Collis and Kirvan puts it, chance of carving out a chunk of the Ame 
based Guhl, an up-market shampoo and “Europeans think of their products as being can and European market eventually. 


skin-cream manufacturer. produced by robots rather than white- how long it takes, how much money it cos 
Despite being smaller than their biggest haired old men in aprons.” For American and how big a chunk of the market they 
rivals, Shiseido and Kao are big enough to consumers, too, Japanese products have a — depends on how quickly they acquire 
compete. They seem more willing than the | j , keting skills to match those of veterans li 
ndustry's leading companies to spend lavish EO quc dest ctiay vod Rw coe P&G and Unilever. Don’t expect Japane 
ums trying to come up with new products. respondent, has won the Wincott award for young | toothpaste to join your Japanese shave 
n soaps and cosmetics, fads come and go in financial journalist of the year. the bathroom shelf just yet. 
he blink of a goo-laden eyelash. Delicate, — 1 — 
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Thrills, Sj 
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, NEW YORK AND TOKYO 
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Over-regulated, under increasing competition from freer non-banks and 


ever more burdened 


HE global liquidity squeeze is bad for 
the nerves of all owners and producers 
of financial assets—and especially for those 
of American and Japanese commercial 
bankers. Their debt is being downgraded by 
credit-rating agencies almost daily. Their 
shares are selling more cheaply than ever 
compared with the rest of the New York and 
Tokyo stockmarkets. Many of their bonds 
|. The bankers are further unnerved by 
plunging Tokyo share prices, and by the 
dodgy loans that America's regulators are 
making them own up to. Still, a willingness 
tart worrying early is refreshing after the 
reluctance in the 1980s to deal quickly with 
the strains of third-world debt and Texan 
banking. America’s savings and loan (thrift) 
disaster has made regulators determined to 
avoid another debacle. - 
‘The damage to date is most apparent in 
the quality of credit. Worried by the level of 
property-related bank lending, Moody's, a 
credit-rating company, has downgraded 28 
American bank holding companies and four 
Japanese trust banks already this year. Four 
more American bank holding companies, 
including Citicorp, are on a probationary 
credit watch. So are Japan's giant Dai-Ichi 
Kangyo and Fuji banks. 

|. À lowered credit rating raises a bank's 
:ost of funds and can slim the ranks of buy- 
rs for its bonds. It also hurts the market for 
sommercial paper, of which bank holding 


x 









| )ore ied by bad loans, American and 
reason to feel wobbly—and the rest of the world to 


panies are big issuers. America's money- 


Ja anese bankers have 
old its breath 


market funds buy a lot of the stuff, including 


that issued by Japanese banks. However, 
they are not allowed to own the commercial 
paper of an issuer with a Moody's rating of P- 
3 or lower. Today this includes such once- 
illustrious names as Bank of Boston, Chemi- 
cal Bank and Manufacturers Hanover. 
Banks are losing their allure to lenders 
because they are among the biggest victims 
of the shift from the easy credit of the 1980s 
to a more stingy 1990s. Rising world interest 
rates, Japan's slumped stockmarket and 
America's zealous bank regulators are forc- 
ing borrowers to raise cash by selling assets. 
That tends to reduce the value of those as- 


‘sets, mostly property, against which the 


banks have lent. Too often the assets, be 


they Tokyo skyscrapers or New York de- 


partment stores, have been propped: atop 


_ the debt pyramid built up during the 1980s. 


Remove that debt support and there is every 

risk that prices will plummet, wiping out the 

banks’ collateral. Bs T PR 
This deflationary process is well under 


way. Moody's reckons that problems will 


surface in Japan's property market by the 
end of this year. Within Japan there is grow- 


ing worry that the country is about to be hit 


by the same financial storm that has howled 
though America’s thrifts: As more and more 
of Japan’s regional banks, leasing compa- 
nies, consumer-finance firms and trust 
banks reveal the true extent of their dubious 
property loans, Japanese authorities are be- 


ginning to think the unthinkable. A 2096 - 





* ment; looked at another way, 44 
` cured by property in some form. 
















tumble . in. prop 
| prices couid send dozens 
Japanese financial institutions t 
wall in a country where no bank ha: 
been allowed to go bust, and where ni 
ting one do so has become an article of faith 
.. Most vulnerable are some. of Japa 
nearest equivalents to America's thrifts, th 
former sogo (mutual) banks. A couple o 
years ago the authorities forced these anac 
ronisms to choose between being regulat 
as regional commercial banks or as credi 
unions. Not far behind them could be the 
trust banks. They have huge property expo- 
sures. Some 55% of loans by Mitsui Trust 


























| the third-largest, are for property d velop 















ing Mitsubishi Trust is barely better of. 





already testing theirs. Moody's Mt 
pher Mahoney warns that the Am 
commercial-property market is deteric 
ing rapidly as the economic downturn ro 
from region to region. He says that his 











‘pany is ma Ma simis trying to catch up. 
The fact that a bank has not been down- 


may just be that Moody's has not got round 

to checking it. 

— À further reason why American prop- 

erty. prices will go on dropping is the con- 

: t from the thrift affair. After 

costly warehousing, the fed- 
ioni named Resolution 
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‘banks’ property porfolios, especially in 
'exas and surrounding states where most of 
e corporation' sassetsare. — - 

Property may be the most painful prob- 
cing the banking industry in America 
apan, but it is not the only one. Mr 
eorge Salem, a banking analyst at Pruden- 
íal Bache, says that the industry is suffering 
"from secular woes, as well as cyclical ones. 
-He is almost the only bank-watcher on Wall 
Street who has been consistently and cor- 
.rectly gloomy about the prospects for bank 
shares. Despite their recent tumble, he 
thinks worse is to come. The industry faces 
six deep-seated problems, most of which 
“also afflict Japanese banks: 

e. y Overcapacity. Banks face a bewildering ar- 

















e | a TOKYO 


| | Y TOW i is ; this for a balancing act and. a 
uH half: ¥5 quadrillion ($35 trillion) in 
|] assets atop a mere Y400 trillion of GNP. 

* That is how Mr Hiroshi Takeuchi of the 
Long-Term Credit Bank of Japan sums 
up the country's financial and ‘gual 
assets—adding impishly that all this “ 
highly unstable and may come. pe 

- down at even the slightest jolt.” 

- Between them, Japan's Y2 quachi 
of land and ¥3 quadrillion in stocks and 
bonds ought to be yielding at least 596, 
and therefore contributing some Y250 


ing of the sort (if they did, they would 
account for 6096 of GNP). Japanese stock 
prices have already jolted back towards 
reality. Property prices are due to-follow 
suit. The only question is whether they 
crash over three months, as the Tokyo 
stockmvirket did, or lide « down over a 








F Fort le p past three ince the Tokyo 
ckmar arket has ee hints of p loud mes- 








, prices: T are 2 0 ; E d 


graded does not mean that it will not be: it 


rices will do nothing to Lower, he mal 
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Fast crash or slow? 
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' trillion of annual income. They do noth- 


‘estimates, prices would have to stagnate 
case, and it bravely assumes. no further 


come is a 2096 fall between now and 


ray of new i osmpetition from the likes of se- 
curities houses, insurance firms, finance and 
leasing companies, mortgage bankers and 
money-market funds. Virtually nothing a 
bank does cannot now be done by a non- 
bank bank, often cheaper and with better 
service. Worse for bankers, such compe- 
tition is mostly unregulated. 

@ A deteriorating quality of loans. Property 
may be the biggest problem but there are 
also — highly-leveraged-transaction (HLT) 
loans and enduring third-world debt to 
worry about, particularly for a few money- 
centre banks. Consumer loans, especially 
credit-card ones, could be, for all their fat 


first quarter of 1990, The industry lead- 
er, Mitsui Real Estate, fell 5396 —twice as 
much as the stockmarket as a whole. 

Over the years, the yield gap between 
rental income and the ten-year govern- 
ment bond has been a steady 2-3 percent- 
age poihts. Now property yields are 396 
or less, but the long bond is now yielding 
1.496. The gap has never been so large. It 
cannot be sustained without rents rising 
fast or property prices tumbling. Much 
higher rents are nigh impossible, because 
Japanese landlords are allowed to raise 
rents by no more than about 10% every 
two years. Lower prices therefore look 
inevitable. - 

: How far will Japanese property prices 
crash! S.G. Warburg's property analyst, 
Mr Tom Hill, has devised an economet- 
tic model that aims to answer that ques- 
tion for property prices in central Tokyo. 
To get back in line with rents, Mr Hill 


for five years. That is his least-harmful 
rises in interest rates. A more likely out- 


1992. And expect falls twice as big in the 
Kansai region around Osaka. Ouch. 
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t margins, ‘tomorrow’: 
of recession and rising unemployment. - - 
e Growing pressure on net interest margins. 
High interest rates and inverted or flat yield 
curves are putting downward pressure on 
banks' margins, as is the rising sophistica- 
tion of depositors in maximising the interest 
received on their savings. | 
e Slowing loan growth. Banks will be T big 
losers from the reduction in the 1990s of the 
corporate debt built up in the 1980s when 
“leveraging” was the rage. Commercial- 
property and HLT loans accounted for up to 
1596 of the growth of all domestic commer- 
cial-bank loans during the late 1980s. : 
@ Surplus investment banking. The banks 
that dived into this supposedly glamorous 
and growing business are finding it over- 
populated, with too little business to go 
profitably around. 
e Falling fee income. HLT and commercial- 
property lending Ee big fees, many of 
them booked when loans were originated 
and then syndicated. Without the under 
ing bread-and-butter loans business, th 
cannot be such jam on top. 

In response to these many pressures 
most banks are trying to become more liq- 
uid by investing in easily traded securities 
rather than making more risky loans against 
the collateral of illiquid assets. An example 
is the recent stampede by American banks 
to buy mortgage-backed securities, a trend 
also starting to take hold in Japan. Ameri- 
can commercial banks have increased their 
holdings of this sort of paper from $30 bil- 
lion at the end of 1985 to $120 billion by 
September 1989, the latest figure available. 
Banks like these securities because they yield 
more than Treasury bonds, are quasi-feder- 
ally guaranteed and have only a 2096 risk 
weighting urider the Bank for International 
Settlements' guidelines for banks' minimum 
capital standards. | 

The snag is that regulators now worry 
that, in such mortgage exotica, banks may 
be exposing themselves and ae 
risks they do not understand. Worried 
rumours of another crackdown, banks have 
cut their purchases. Is nothing safe? 








The IMF 


Sabres at dawn? 


WASHINGTON, DC 


FTER three years of often unedifying 
squabble, the members of the Interna. 
tional Monetary Fund have agreed to in 
crease their “quotas”——the resources they 
make available to the Fund to finance it: 


lending. At the meeting of the IMF’s mair 


policymaking body on May 7th-8th, the 
deed was at last done. The quotas are to ris: 


by 5096, half the i increase that E managing 
director, Mr Michel Can 7 



















st of America's big 

bristle with rage 
at any mention of the Brady plan. They 
fume at the write-offs they have had to 
make on their developing-country debt 
portfolios, and at the prospect of more to 
come if the American treasury secretary's 
initiative to reduce the indebtedness of 
the likes of Brazil, Argentina and Mexico 
is to come to fruition. >. | 

On May 3rd the top bankers’ lobby, 
the Washington-based Institute for Inter- 
national Finance, released its most critical 
report yet on the Brady plan, damning it 
for imposing the pain for debt forgiveness 
on the commercial banks without giving 
them the financial support they want 
[from the IMF and the World Bank. Yet de- 

. spite the disdain of banks’ policy- 

| makers, there is a enthusiasm for 
the plan among a group of their 
more earthy subordinates: third- 
world-debt traders. 

The secondary market in third- 
world debt is fizzing. Barely a year 
ago, Salomon Brothers’ develop- 
ing-country-debt index stood at its 
lowest point, just 30 cents on the 
dollar. Today the index has risen - 
by almost a quarter to 37 cents. 
Turnover in the first five months of 
this year was up by about 5-1096 on 
the same period last year. For the 
whole of 1989, trading volume at 
$60 billion (face value) was up by 

| 50% on 1988's level. 

Third-world-debt traders reck- 
on that the Brady plan is by far the 

. biggest cause of their market's new 
zip. Confidence and prices are at levels 

dificult to imagine without the Brady 

. pacts agreed with Mexico, the. Philip- 
pines, Costa Rica and Venezuela. Inves- 


money-centre 


The Brady « 
| 
| 















|. 44 cents on the dollar. (E. 
7 ‘he clearest impact of the Brady plan 






of third-world debt into bonds. Before the 
= Brady pacts there were some $275 billion- 
» worth of third-world loans available to be 
|- traded. The deals with Mexico and Costa 
. Rica have converted about: $50 billion- 

worth of those loans into around $30 bil- 
lion-worth of bonds. Once Venezuela de- 





; been to encourage more securitisation — 


debt plan has upset many American bankers. But it has 
econdary market for third-world debt 





cides how to make use of its pact and if 
Brazil signs a debt-reduction agreement in 
the autumn, on best estimates there 


should be around $80 billion of third- 


world bonds trading in the secondary ` 


market by the end of 1990, 


A large and liquid pool of third-world - 


bonds should bring institutional investors 
running. High-yield third-world bonds 
hold few terrors for big American insur- 
ance companies. Together with Japanese 
leasing companies they have bought some 
of the trickle of bonds issued by third- 
world countries over the past 15 years. 








Some of the deals were public Eurobond 


issues, others were private placements. . 
There are about $10 billion of the bonds. 


outstanding. 


.. A healthy supply of third-world bonds 
should also attract a clutch of new inves- 
tors via high-yield-bond funds. One such 
fund, with $75m to invest, was launched. 
in November 1989 by Merrill Lynch, an 


y American investment bank. . . l 


What whets the appetite of traders; 
though, is the $30 billion-40 billion the - 
IMF and the World Bank say they are going 


to commit to Brady debt-reduction deals 


over the next three years, This should 
keep the market frothy. Up to half of the 
new money will probably be used to fi- 


nance countries debt buy-back deals. 


These mean sweet profits for astute inves- 
tors. Under its Brady deal, the Philippines 
bought back $1.3 billion of loans at 5096 


third-world-debt market in the 1990s. 


of their face value. That wo 
a tidy sum for investors 
swapped into the country's pape 
cents on the dollar in March 1989 
These formal buy-backs reinfo 
more discreet trend which has ginge 
activity in the secondary market: coun- 
tries using their hard currency quietly to 
buy back their foreign debt. In 1989 third- 
world countries: bought back some $30 















































billion of debt. pom CN 
-< Another spin-off for traders from the. 
Brady plan is a resurgence of debt-to-eq- 
uity swaps. These did much to help the 
third-world debt market grow in the mid- 
1980s. But fears about inflation caused 
countries such as Brazil and Mexico to 
cancel their plans. Now they are being of- 
fered again as part of the horse-trading 
over debt reduction. Mexico's pact. in 
chided $3.5 billion-worth of debt-to-eq- 
uity swaps. n du 
Another boon is the greater scope Jap- 
anese banks now have to play around with _ 
their $30 billion of third-world debt. Un- | 
. til late last year Japanese banks | 
could make bad-loan provisions for -| 
up to only 15% of their third-world _ 
debt. But as part of the Japanese f- 
hance ministry's contribution to |} 
the Brady plan, it agreed at the be- 
ginning of this year to raise this 
limit to 25%. po 
The traders’ one gripe about the 
new debt strategy is something that. — 
worries their seniors too. Because - 
banks had been such sloths in seal- 
ing deals with debtor countries, the | 
IMF changed tack last spring. It now... 
agrees adjustment programmes. 
with countries even though they. 
are in arrears on their payments tc 
commercial banks. Total interest. 
arrears rose from $14 billion at the. 
end of 1989 to more than $18 bik 
lion at the end of March: 1990 
Bankers’ concerns were snubbed: by the 
IMF which praised the Brady plan in its 
communiqué of May 8h. — . . 

. The Brady plan has also started. to 
change the balance of power in the sec 
ondary market. Traders at the big money 
centre banks such as J.P. Morgar 
Bankers Trust have always had an edge 
because-of access to their banks’ third 
world debt portfolios. But these banks are . 
shrinking their portfolios through a mix- 
ture of sales, debt-to-equity swaps and . 
debt-reduction deals. Citicorp is esti ~. 
mated to have slimmed down its portfolio- 
from $9.5 billion in 1988 to $8.4 billion at. 
the end of March 1990. Couple this trend. - 
with securitisation, and investment banks 
such as Salomon Brothers and Merrill 
Lynch, which have always been nimble ~ 
traders, could emerge as the kings of the . 
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quested. The iMF's lending resources will go 
up from $120 billion to $180 billion. 

Developing countries complained, as 
tradition requires. They criticised both the 
size of the increase and the strings that 
America attached to it. True, a 50% rise 
looks big. But as Mr Bernard Chidzero, Zim- 
babwe's finance minister, pointed out, the 
demands on the IMF are rising fast—from 
Eastern Europe; from Latin America, where 
the Brady plan for international debt reduc- 
tion seems to require more IMF cash; and 
from black Africa. 

America insisted on a tougher approach 
to countries in arrears on their debts to the 
Fund. At present, 11 countries are in ar- 
rears, to the tune of nearly $4 billion. The 
Americans persuaded their fellow members 
that toughness would help the delinquents 
to try a bit harder. The new rules will in- 
clude the possibility of suspending their 
membership and selling their gold holdings 
at the Fund. Commercial bankers grumbled 
that nobody cares about the interest arrears 
they are owed, which they put at more than 
$18 billion, three times as much as two years 
ago. They are right: nobody cares. 

The only concession the Americans 
made was to bring forward the next review 
of IMF quotas from 1995 to 1993. But that 
review could be spun out for at least another 
three years. Indeed, it might take the Ameri- 
can Treasury more than a year to persuade 
Congress to approve the new 50% increase. 

The most ridiculous dispute of the week 
was over the new pecking order of voting 
powers following the quota increase. It had 
long been accepted that Japan should as- 
sume the second place that Britain had, 
anachronistically, hung on to since 1946. 
With unification ahead, the Germans dis- 
creetly nestled beside the Japanese at joint 
second. That left the British and French 
scrapping over fourth and fifth place. 

With so much at stake, many felt the 
French and British executive directors to 
the Fund owed it to their peoples to engage 
in personal combat to the death. In the 
event, it proved impossible to agree on 
weapons. So the two settled for sharing 
fourth place—with a couple of side deals. 
One is that the British have "lent" some of 
their quota to the French to equalise the two 
countries’ voting rights; if a future review 
pushes France above the British, exposing 
them to the even greater humiliation of be- 
ing overtaken by ltaly, the French will lend 
some back. The other side deal, known by 
all but officially unacknowledged, was that 
the new European Reconstruction Bank 
should be sited in London with a French- 
man, Mr Jacques Attali, as its head. 

With real business of this sort taking up 
their time, the IMF governors and finance 
ministers were unable to decide about out- 
put, inflation and jobs or the future of in- 
debted developing countries. 
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INANCIAL innovation and deregu- 
lation took great strides during the 
1980s, and more of the same is on the 
way—innovation, because you cannot 
stop it, deregulation, because the Uru- 
guay round of GATT talks (among other 
things) promises freer trade in financial 
services. By and large, these changes are a 
blessing for consumers. But they have 
proven a headache for central banks. 
Old definitions of “money” no longer 
mean what they did, and the links be- 
tween short-term interest rates—the cen- 
tral banker's principal instrument of 
monetary policy—and the economy at 
large have altered. Some people have 
leapt eagerly to the conclusion that mon- 
etary policy no longer works at all. An 
article in the Bank of England's new 
Quarterly Bulletin begs to differ. 
Deregulation has been a truly inter- 
national trend. In the 1980s many coun- 
tries abolished exchange controls. Japan 
and America liberalised their deposit in- 
terest rates. Britain dismantled its build- 
ing-society cartel, France its controls on 
bank lending. The common thread has 
been to rely less on quantitative controls 
and more on short-term interest rates. 
Shifts in the pattern of asset holdings 
might have made interest-rate policy less 
effective. According to the Bank, the pat- 
tern has not changed much: in all the big 





Credit Commercial de France 


economies, just as in the 1970s, people in 
the aggregate are net receivers of interest, 
and companies net payers. (Looking just 
at floating-rate debt, however, Britons 
borrowed their way into net debtor sta- 
tus in 1986.) High interest rates have al- 
ways worked by discouraging consump- 
tion and investment; by reducing asset 
values, and hence wealth; and by raising 
the exchange rate. Nothing has hap- 
pened to weaken these links. 

The greater use of floating-rate 
debt—one aspect of the trend of deregu- 
lation and innovation—should, if any- 
thing, have made economies more sensi- 
tive to changes in short-term rates. 
Another change has worked the same 
way: in recent years, companies have 
tended to borrow more short-term and 
less long-term. Most important, perhaps, 
is the connection between interest rates 
and the exchange rate. The increase in 
openness to trade and capital flows has 
strengthened the chain that runs: higher 
interest rates, a stronger currency, 
cheaper imports, lower inflation. 

Altogether, then, changes in interest 
rates ought to work at least as well as in 
the past. The catch is that innovation 
and deregulation have indeed muddied 
the meaning of "money". That makes it 
far harder to know whether to push rates 
up or down. You can't have everything. 


Meanwhile, on planet Pébereau 


PARIS 


QUEEZED between financial hypermar- 

kets and boutiques, many medium-sized 
European banks may suffocate in the 1990s. 
Crédit Commercial de France (CcF) should 
not be among the corpses. It is only France's 
ninth-largest bank ranked by assets, and 
barely scrapes into a world top 120, but CCF 
has won a reputation as a canny dealmaker 
out of all proportion to its size. By trading 
on that reputation, the 
bank turned in a net profit 
of FFr704m ($118m) last 
year, one-quarter more 
than in 1988. 

Unlike some bigger ri- 
vals, CCF is following a co- 
herent strategy mapped out 
by its 48 year-old chief exec- 
utive, Mr Michel Pébereau. 
A keen futurologist and a 
regular reviewer of science- 
fiction books, Mr Pébereau 
has tried to guess the shape 





Michel middles through 


of things to come in European banking in 
the 1990s. He foresees three businesses qi 
which he thinks ccr will have a competi 
edge: retail banking; fund management; and 
corporate finance. 

In retail banking, CCF aims to woo 
French yuppies who prefer technology to 
tellers. Rather than swell its unwieldy 350- 
branch network, the bank is developing 
electronic home-banking. 
However wary of the banc- 
assurance fad, it has also set 
up a company called Erisa 
to develop life-assurance 


r sale through 


la Vie Humaine, are CCF's 

biggest shareholders. 
Convinced that retail 

banking will remain a large- 
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[d inental Europea bank i E EE include 
chë Société Générale), 


[ by 3 

lingtor going to “Crédit Commercial de 

Wi)France). The British firms provide the 
Pa “have a hunch, buy a bunch” stock-pick- 

ing expertise rarely found on the conti- 
nent, while the French and West Ger- 


ucts can be sold. 


As well as learning the ticks of fund. 


| management, European banks may also 


use their new London operations, pat- . 


ticularly closed-end investment funds 
like Touche Remnant, to develop close 


————— 


:pean strategy around fund management and 


-corporate finance. With FFr100 billion un- 2 


der management, CCF is a pioneer of 
-indexation in France and has sprinkled joint 
ventures across Europe, including one with 


Cassa di Risparmio di Torino in Italy. Wor- 


























| by the strength of British and Dutch ri- 
; the bank has also tried hard to improve 
its own expertise. 
— That explains CCF's volte-face over 
Framlington, a British fund-management 
firm. In 1988 the bank sold its 28% stake in 
the fitm to T 
tment trust, for. £19.6m ($37m). Re- 
retting its decision, CCF jumped at the 
ince to buy back a 25% stake in Fram- 
ton on May 2nd for £19m, with an op- 
on to buy a further 2696 from next April, 
‘a price equal to 2.75% of Framlington's 
ds under management at the end of 
irch 1991. Is this not an expensive change 











Serre, one of Mr Pébereau's two senior lieu- 
genants. He reckons that Framlington's 
rand name, investment track-record and 
American operations are worth the cash. 


rgers and acquisitions (M&A). Last year 
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ly domestic affair in spite of the 1992 pro- a the. Vani ENS m dak in Fran . 


cess, Mr Pébereau is building CCF's Euros. 






hrogmorton Trust, a London. 


heart? Not if you believe Mr René de la 


CCF is also a force to be reckoned with in 








ties with British companies, similar to 
those that they have at home. Such 


funds may find themselves becoming 


more involved in influencing the man- 
agement of the companies they invest in. 

They would be swimming against the 
tide. The fashion in fund management is 
to mimic the performance of a market in- 
dex. As this becomes more common, big 


institutional shareholders are likely to 


have even less to do with the companies 
they invest in than they do now. So those 


fund managers who take the opposite 


and continental "hands-on" approach 
may well find that their funds' perfor- 
mance will justify an even bigger cigar. 
























orth -a total of FFr19.5 billion, topping 


blue-chip rivals like Indosuez and Banque 
Nationale de Paris. CCF is setting up a pan- 


European M&A network with partners like 
Interfinanz in West Germany and Iberagen- 
tes in Portugal. Itself privatised in April 
1987, ccr advised on the privatisations of, 
among others, Société Générale, Havas and 
Saint-Gobain. It now profits by selling this 
know-how to Portugal and Hungary. 

None of that can mask CCF’s two biggest 
problems. First, its tier-one capital ratio is 
4.396, barely above the 496 minimum re- 


quired by 1992. ccr cannot afford such fee- 


ble capitalisation if it isto expand abroad. In 
the coming weeks it plans to swap FFr1.5 bil- 
lion-worth of its non-voting titres partici- 
patifs (a sort of perpetual loan stock) for or- 
dinary shares. If successful, this should raise 
its tier-one ratio to 5.496. 

That still leaves CCF with its other prob- 
lem—too-high costs. Its cost-to-income ratio 
has edged down from 7296 in the first half of 
1989, but it is still almost as high as that of 
Britain's troubled Midland Bank. More 
cost-cutting is necessary at CCF to raise its 
profitability. Despite a price-earnings ratio 
of 15, CCF's modest return on equity of 12% 
last ‘year and small | market capita lisation 
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|... Mr Peter Cohen, was sacked in January. At 
— the same time, Amex was forced to inject a |. 
. total of $1.4 billion in cash and shares and. 
— buy out minority public shareholders to pre- 
< vent Shearson's credit rating from being: 
-drastically lowered. 


that the retail broking and investment- 


of Mr Cohen and his former henchmen, 


P. quently, a divorce would be easy to arrange. : 
. it is particularly appealing to the remaining 





target for foreigners looking 
France. To ensure CCF's ind 
Pébereau may have to spend m 
centrating on the present and ‘tat! 
writing about the future. 



















































Shearson Lehman Hutton 


MERICAN EXPRESS i is contia f 

the. once unthinkable-—whether to 
bundle Shearson Lehman Hutton into 
parts. What would emerge would be a 
broking/money-management business 
a pure capital markets/investment-ban 
business. Sounds familiar? They woul 
uncannily like the old Shearson and the 
Lehman Brothers businesses. e 
. Amex would still own both compani 
but the aim would be to end up with mo 
focused businesses, thereby restoring. mo: 
rale in an organisation short of that com- 
modity since Shearson's former chairman, 


The argument for dismemberment is _ 


inking businesses have never been as hap- 
ily married as was suggested by the rhetoric 


most of whom have now departed. Conse-. 


Lehman Brothers diehards. Even to this. 
day, they prefer to introduce themselves te 
clients as investment bankers from Lehm: 
Brothers rather than from Shearson Leh 
man Hutton, which they view as a mere wiri 
house employing stock-floggers. 

"There are more than 50 managing direc 
tors. and senior vice-presidents from the o i 
Lehman Brothers still at Shearson Lehman 
which is seen as enough to restore the 
franchise. As for the retail brokers in She 
son's many branches, they have not! 
common with their investment-banking col 
leagues, most of whom they consider to: 
overpaid and overeducated yuppies. — 

The main argument against divorce 
that it would split the conglomerate br 
over.many years by Mr Sandy Weill and 
Cohen. Yet it was the unwieldly nature 
this conglomerate which forced Shearson 
announce a $915m loss in the first quarte 
of this year. Much of that loss came in fring 
areas unrelated to the core securities busi 
ness. That indicates the extent to which th 
firm ran amok under Mr Cohen. | 

“No final decision has yet been mad 




















| he Pedo of the company... A Shenson 
spokesman would only confirm that the 
‘company has been discussing "the proper 
"way to group its businesses as part of an on- 
"going management review though no deci- 





Britain's property developers 






The long-heralded slum 
rived. Bad news for bot 











TY HE bad news has been coming thick 
A. and fast. On May 9th, the receiver called 
-into Rush & Tompkins, a builder-cum-de- 
-veloper in which Singapore Land and a 
West German contractor, Hochtief, are big 
shareholders, said the group had debts of 
: nearly £400m—more than ten times share- 
olden funds. Half Rush & s d $ 
1,750 staff are to be laid off. Five days 
| earlier, an annoucement of 50 sack- 
ings sent the share price of Mr Trevor 
Osborne's Speyhawk, which plans to 
-turn the picturesque cricket ground 
-at Hastings into a shopping centre, 
-tumbling 25% in a day. 

Since the beginning of the year 
the shares of half the property compa- 
- nies listed on the London stockmark- 

<et have lost more than one-quarter of 
their market value, and the sector has 

fallen 1096 overall in the past month. 
Trading in the shares of Sheraton Se- 
curities, a developer specialising in of- 
“fice blocks, has been suspended pend- 
ing a financial reorganisation, the 
fourth such recent suspension. At 
Rosehaugh, run by one of Britain’s 
best-known property men, Mr God- 
-frey Bradman, profit has slumped; the 
-same is true of UK Land and Rockfort, two 
other developers. Property watchers reckon 
that around a dozen developers will go bust 
before the daffodils bloom again. 

The big property-investment groups, 
such as Land Securities, MEPC and Hammer- 





































Go back to Old Kent Road 


sion has yet been taken". That translates ^ 


into even the dumb money inside Shearson 
being put on a break-up. It is thought there 
is an 8096 chance of it happening, with the 
decision coming sooner rather than later. 


in Britain's commercial-property market has ar- 
investors and bankers 


son, look safest: they have at least twice as 
much equity as debt, and earnings from 
rents that exceed interest charges by two or 
three times. But of the 80-odd mainstream 
property companies listed on the London 
stockmarket around one-quarter are now 
paying twice as much interest as they receive 
in rent; for the same proportion debt ex- 





Sinking 


ceeds equity. To keep afloat they will need to 
keep selling their developments at a profit.— 
not easy with interest rates now nudging 
1596 and property returns falling. 

The companies causing investors most 
anguish are smaller ones with developments 
in the City of London and the neighbouring 
Docklands, where vacancy rates have deteri- 
orated much faster than in the rest of Lon- 
don (see chart). According to Mr Peter Ev- 
ans of Debenham Tewson and Chinnocks, a 
firm of chartered surveyors, every seventh 
square foot of office space in the City stands 
empty. The only reason that there is not 
even more empty space is that demand has 
kept growing to absorb some of the new sup- 
ply. But not for much longer. Mr Evans 
reckons that demand this year will fall by up 
to 2096. From a chartered surveyor, that is 
terminal glumness. Mr Evans estimates that 
by the end of 1990 up to one-fifth of City 
office space will be vacant. During the 1974 
property crash, when prices dropped by 
4096, the vacancy rate was only 1196. 








Despite special deals to maintain the ap- 
pearance of firm rents, according to Invest- 
ment Property Databank, an independent 
research firm, office rents in Greater and 
central London were flat in the first quarter 
of 1990, while capital values droppasis 
by 2%. City office rents, for which £898 
ures are not yet available, almost cer- 
tainly fell. The research firm believes 
that commercial-property — yields 
(rents divided by capital values) will 
rise by about half a percentage point 
this year. If rents stay unchanged, 
capital values should drop by an extra 
1096. But rents are also likely to 
slump. Mr Chris Walls, a property an- 
alyst at Salomon Brothers, reckons 
that City rents will fall by 25% during 
the year. City office values would 
‘then drop by an alarming 35-45%. 
Such talk makes Britain’s bank- 
ers nervous. In the past three years 
banks have increased their property 
lending from £10 billion to £34 bil- 
lion ($56.5 billion), or about 896 of 
total loans. Just over half of the 
money has been lent by British clearers. 
IBCA, a group of bank analysts, reckons that 
596 of the clearing banks' loans might tu 
sour, which would mean losses of £75 
spread over two years. The most exposed is 
Barclays. It has £8 billion of property and 
building loans. 

If the smaller developers do run into 
trouble, they cannot expect to be bailed out 
by the large property-investment compa- 
nies. They scent bargains in the air. Ham- 
merson's Mr John Parry says he would 
rather negotiate with banks than developers 
over buying half-built projects. 

British investing institutions are also 
unlikely to buy property from troubled de- 
velopers. They, too, hope to pick up bar- 
gains by letting some companies go bust. 
Some developers may be rescued by foreign 
investors. But for the most part the fate of 
the developers depends on the banks. When 
they decide to stop refinancing the develop- 
ers, the fire-sales will start. i | 
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Teape Appleton, a world leader in the manu- 


facture of speciality branded business papers. | 


manufacturer of carbonless papers, a leading 


producer of thermal papers and also one 


of Europe's largest manufacturers of fine 
watermarked business stationery. 


But our work in paper goes a lot further - 


¿ than just manufacturing. Through our 
A. international group we're involved in all the 
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his advertisement is issued by The Wiggins Teape Group Limited and Appleton Papers Inc, which accept responsibility for the information contained herein, Lazard Brothers & Co., Limited 
i member of The Securities Association and sponsor tothe proposed introduction of Wiggins Teape Appleton p.Lc. tothe Official Listof The Stock Exchange} has approved this advertisement fory 
urposes af Section 57 of the Financial Services Act 1986. The value of shares con go down as well as up. This odvertisement has been prepared on the basis that Wiggins Teape Appleton p.c hi 
ecome the holding company for The Wiggins Teape Group Limited and Appleton Papers Inc. and that the Demerger from B.AT industries p.l.c. of Wiggins Teape and Appleton has taken plac 

The Demerger is conditional, inter alia, on B.A.T shareholder approval, which is being sougat on 31st May, 1990, 
orporation licensed to Appleton Papers Inc. and sub-licensed ta Appleton Papers Canada Ltd, 


*NCR Poper is a trademark of NER C. 
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eton: 
Papers have joined forces to become Wiggins 


With substantial operations in Europe 
and North America, we're the world's leading . 


AE principal stages of paper production and 


» . We have eucalyptus forestry interests in. 


ron f 


Maana, 




















our own use ond for sale to other paper 
manufacturers; and our merchanting business 
is one of the largest in Europe operating in the 
UK, France, Belgium, Finland, Italy and Ireland. - 
We have sales offices in 21 countries, with 
outlets as far afield as Hong Kong and Sydney. 
We have brand names which are long- 
established ^ and | internationally | known. : 
Conqueror is the UK's leading brand of. fine SS 
watermarked business stationery and is now n 


= WIGGINS available in some 70 countries worldwide. 

| = TEAPE® Other brands include NCR Paper* and idem - 

det APPLE TON = carbonless papers, and Optima thermal paper. : 
I - As the largest UK-owned paper group, : 
pa Wiggins Teape Appleton aims to maintain and < 


build on its leading position in the speciality 


SUMA KING PAPER WORK branded business papers industry. 
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Discerning visitors to New York select 
The Carlyle, one block from Central Park, 
for its consistent excellence. Each guest 
accommodation has a dedicated line 
FAX, color cable TV, VCR, stereo and 
CD player. A new Fitness Center is 
available for out guests. 





A proud recipient of the Mobil Five-Star Award ; 
for 22 consecutive years. — 
Madison Avenue at 76th Street | 


New York er 


INE UE TUNE EEP PEORES 





FAX 212-71 74682 | Member of The Sharp Group since 1967 | 


E | An extraordinary hotel 
E with turn-of-the- 
a century charms and 
UM modern day comfort. 
- Summer + winter resort 
- Free bus service to the cableways ( 
- Tea ahaa 
- Indoor pool and tennis / Golf nearby 
- Children's nursery | | 
Summer season: .. June 14th - Oct. 21th 
Winter season: Dec. 20th - April 14th 


Personally managed by the owners 


CH-7514 Sils-Maria pie Ss s d y^ 
Tel. 0104182 - 4 53 31 - Fax 4 59 92 Sk | 
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NDTEGHNOLOGY — 


From catastrophe to crisis 


IKE all mortals, physicists fall prey to fash- 
Az ion. In the 1970s catastrophe theory 
was all the rage. In the 1980s mathematical 
chaos and fractals were as trendy in scien- 
‘tific circles as monetarism and perestroika 
were elsewhere. And in the 1990s? Self- 
organised criticality—apart from its mouth- 
ful of a name—has all the makings of a fad. 
... That. said, it would be wrong to think 
gmat theories come and go wholly by caprice. 
Wc process is much more evolutionary 
than that. To understand the new would-be 
trend, it helps to know a bit about its 
ancestors. i ; 
Catastrophe theory sought to explain 
such things as how a boat rolling in the wind 
can capsize if the wind's force increases be- 
yond a certain amount. The theory of chaos 
showed how some simple things could begin 
to jump about in an apparently random 
manner. Thus a mathematical model of a 
steadily rising plume of smoke may describe 
it as beginning to swirl and eddy in a chaotic 
fashion, even though the underlying equa- 
tions seem benign and predictable. — 
^ The shapes that are produced by math- 
ematical models of chaos are often fractals: 
each swirl is made up of smaller swirls, 
which contain even smaller swirls and so on. 
When scientists caught on to fractals, they 
began to see them everywhere. Tlie fun of it 
allis that the idea allows scientists to express 
B irregularity of many natural phenomena 






"ra concise, mathematical way: every fractal © 


can be characterised by a precise fractal di- 
mension, which says how wiggly it is. 

=- For scientists who enjoy stamp collect- 
ing, fractals solved the problem of 
categorising plenty of messy things. But for 
iose with a penchant for more profound 
the ubiquity of fractals is a prob- 
em in seatch of a solution. Mathematical 
os can account for some of the fractal 
atterns in nature, but others seem to resist 
mple explanation. | 

~ One example is a common phenome» 
non called, in the jargon, 1/f noise. This is a 
fractal which appears in time instead of in 
space, in which bursts of activity are them- 
ielves made of briefer bursts, and so on. The 
ictivity might be the collision of electrons 
with atoms in an electrical resistor, the flar- 
ng of spots on the sun or even the trading of 
tocks and shares. Scientists like to discuss 
























such behaviour in terms of its frequency 
spectrum, which is a measure of how likely it 
is that two bursts of activity will succeed 
each other in a given interval of time. The 
frequency spectrum of 1/f noise has a simple 


and universal mathematical form, which 


does not depend on whether one is talking 
about the sun or the stockmarket. 
The fact that such disparate systems dis- 
play the same fractal behaviour suggests that 
there might be a fundamental reason for 1/f 
noise. Át Brookhaven National Laboratory 
in New York state, Dr Per Bak and his col- 
leagues think they have found it. Dr Bak il- 
lustrates his idea with an example that al- 
most everyone has dwelled on in childhood: 
the way a cone-shaped sand-pile grows as 
one pours on more sand. Ás the sand is 


added, tiny sand-slides on the surface of the 
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pile succeed each other at vat Hr 

The sand-slides behave in a IJ 

—. Why! The sand-pile seems perpe 

è trying to organise itself, through sa 

slides, into a conical shape. Dr Bak sees t 
case 









pile as being in a critical state, b 
just short of collapsing. Hence the ter 
organised criticality. According to Dr 
theory, the ingredient that makes sand 
and many other more interesting’ sys 
organise themselves into a critical sta 
that they have a large number 
constituents—in this case, grain 
sand—that are free to move aroun 
physicists’ language, such systems h 
large number of degrees of freedom. ^ 
- "Like any theory, Dr Bak's rests on a b 
pothesis. His is that systems with many c 
grees of freedom evolve naturally into a cri 
cal state. By a combination of calculations 
and computer simulations, Dr Bak, Dr 
Chao Tang and Dr Kurt Wiesenfield have 
shown that the hypothesis holds true, at - 
least for somewhat idealised sand-piles. The 
calculations show that 1/f noise is the signa- 
ture of a system which has reached the criti- 
^. cal state, The staccato succession of | 
sand-slides is the means by which the _ 
pile retains its shape, and so it fob 
lowsal/fpatermn. |... 
-< Dr Bak and Dr Tang have © 
applied the theory to a less 








P academic problem, the fre: 
| quency spectrum of earth- 
|] quakes. Crudely speaking, 
| they consider the earth 
Ey / pile, and explain the relation- 
"/ ship between the frequency of 
^. earthquakes and the energy 
leased in them. This simple matl 
 ematical relationship, known as th 
Gutenberg-Richter law, was establi 
experimentally in the 1950s but lacke 
adequate theoretical explanation unt 
.. Self-organised criticality seems. 
against the grain of classical mechai 
cording to that picture of the world 
evolve towards the most stable state. 
classical mechanics says about the sat 
is that it would be more stable if spread ou 
in a flat layer. This is true, but utter 
helpful for understanding real sand-pile 
Dr Bak's theory does not really contra 
dict classical mechanics. It just says tk 
complex systems can evolve by themseh 
to a state which is far from being the 1 
stable one, and will stubbornly remai: 
that. state. A cone-shaped sand-pile- 
unstable: a pile of sand two feet high a 

































































mediately. A Hee sand-pile ís 
stable state the sand can be in, short of col- 
Japsing further. So the obsession of classical 
mechanics with a system's most stable state 
is probably a red herring for researchers try- 
_ing to understand the complexity and diver- 
-sity of the natural world. | 

.. Usually, a new theoretical concept like 
: catastrophe. theory or chaos produces an ini- 
yof. scientific activity. Once the 
in — have been derived, 








longer : fa nable, : 
move on to fresh pastures Selon 


| S i it. Already, Dr Bak aud bu 
are applying it to such diverse 
is turbulent flow in fluids and the 
N tnter in the universe. 

; Fame c can ise it into trouble. 





“scientists. Cuercambitious attempts to ds 
-it to the complexities of human relations of- 
“ten left researchers with egg on their face. 
- The prospects of self-organised criticality are 
~ not clear yet, but it will certainly need a bet- 
. ter name. As Mr Mikhail Gorbachev could 
no doubt testify, "stable" government 
evolves naturally into an unending series of 
_ crises at varying intervals. After catastrophe 
- and chaos, what about crisis theory? 





- Lead in the environment 


Huntin’, shootin’, 
poisonin’ 


-so has paint. More and more cars are fol 
guns, lead lingers on. This matters because 


miss. 


filled with lead shot. The pellets that do not 
end up embedded in wildfowl end up scat- 
tered over the moorlands, marshes, wet 
fields and estuary muds where the birds are 
to.be found. Lead is highly poisonous, and 
there is increasing evidence that large num- 
bers of ducks and other birds are dying after 
picking up discarded shot as they feed. 
.. Such poisonings are nothing new. Mute 
swans in Nottingham i in. 1973 were the first 
a is in. i Britain. They had ingested 
: lead i rabon un is used for 


and. reg e enel | vain goes, Tren a 
lead. Bu anglers can use weights made from 


als and from 1987 S1 English la law has 





PENCILS have done without it ee years; E 
lowing. suit. But down the barrels of shot- "s 
shooting kills birds even when sportsmen — : 


- Shotgun cartridges in Britain are still 


"rartridges non-toxic steel shot. In America 
federal laws will have banned lead shot for 
waterfowl shooting in all states by 1991. In 
Denmark steel-shot cartridges are widely 
used; Danish hunting and conservation 
organisations have called for all lead shot to 
be phased out. Other European countries 
are promoting voluntary bans. 

But the British are still hooked on lead. 
The British Association for Shooting and 
Conservation (BAsC)—to which most 
shooting clubs are affiliated —has done tests 
with — steel-shot cartridges. Dr John 
Harradine, the association's head of re- 
search, finds more problems with them than 
do his American and Danish colleagues. 

Steel differs from lead in its ballistic 
characteristics. A higher muzzle velocity is 
needed to fire the shot, which means higher 
pressures in the gun. Dr Harradine argues 
that this makes guns more dangerous at the 
user's end; they are more likely to explode. 

The Americans and Danes are not so 
worried about this because their shotguns 
are generally heavier, thicker-barrelled and 
not as old as the ones the British carry. Dr 





Some lead for Rover 


Harradine does not think that there is any 
great problem of lead-shot poisoning wild- 
fowl. So he sees no reason why the British 
should swap their venerable and pricey 
Purdeys for more modern guns. . 
The figures suggest otherwise. The Na- 
ture Conservancy Council has assembled 
the results of several British studies on wild- 
fowl poisoning. Diving ducks suffer most. 
Up to 996 of them have lead shot in their 
gizzards. For dabbling ducks—those that 


_ feed on the water surface—the proportion is 


up to 696. American and British research 
alike suggests that 2-396 of the autumn 
population of ducks dies each year from lead 
poisoning. In America that is around 2m 
ducks a year; in Britain it could be tens of 
thousands. 


There is also an alternative for shotgun: 


B aa Sick birds x seclusion and most 










corpses are removed rapidly by predators or . 
scavengers such as foxes and crows. Popular — 
spots for shooting fowl accumulate prodi- 
gious quantities of lead shot: 2m pellets per 
hectare is common. There is 100 times more 
in areas around clay-pigeon shoots. 

Still, the association argues that the 
matter is more complicated. It thinks that 
steel shot wounds (rather than kills out- 
right) more birds than lead shot does—up 
to three times more in its trials. But its find- 
ings conflict with American studies. In blind 
field tests, in which hunters did not know 
which type of shot they were using, there 





were no consistent differences in 
woundings. 
Alzheimer's disease 


The trials of age 


ANY of the indignities which beset 

the old cannot be cured. Their endur- 

ance, though, can be made less unpleasant 
by palliative drugs. Four years ago evidence 
was produced that tetrahydroaminoacridine 
(THA), an 80-year-old drug first developed to 
treat intestinal parasites, could ease the 
mental difficulties of people with Alz- 
heimer's disease, among whom the symp- 
toms of extreme senility appear much earlier 
than normal. Next month Warner-Lambert, 
an American drugs company, is to submit 
data from the clinical trials on tacrine, its 





version of THA, to Ámerica's Food and Drug 


Administration. The company hopes it will 
offer some respite against Alzheimer's: it 
might provide an extra year or two of lucid- 
ity. Unfortunately, just before the submis- 
sion, two other studies have suggested that 
tacrine might provide no benefit at all. 

Alzheimer’s disease is thought to affect. 
5.1096 of people aged over 65 and to be | 
main reason for long-term admissions to 
nursing homes. No one understands its 
causes. Tacrine is thought to work by boost- 
ing the concentration of acetylcholine, a 
chemical that helps transmit nerve signals 
from one nerve fibre to the next. Autopsies 
have shown that Alzheimer's patients are 
short on acetylcholine, but it is still far from. 
clear whether the deficiency leads to the 
symptoms of the disease. In the absence of 
proven theory, empirical evidence is- all 
there is to go on. 

According to Warner-Lambert. the two: 
new studies which reflect badly on tacrine: 
were both flawed. The two groups, one led. 
by Dr Gillas Chatellier at the Hópital de la. 
"Pitié-Salpétriére in Paris and the other, led 
by Dr Serge Gauthier, at the McGill Centre 
for Studies in Aging in Montreal, selecte . 
61 and 52 Alzheimer’ s cpu respectiv ve 
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"Great leaders are born, not made" 
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incisive, skilled management is an organisation's most development. It does thi is by emphasising personal rather 
valuable resource. than functional disciplines. 

The Australian Institute of Management üeRuoly AIM has assembled a leading Australian and 
promotes innovative management methods. Our 1990 International faculty, with high business and academic 
Advanced Management Program offers 36 top people the accomplishments. Faculty members include some of the 
opportunity to enhance and develop both their own and most respected names in organisational management, 
their organisation’s performance. finance, economics, marketing and the behavioural 

This intensive, four week program demands complete sciences. 
commitment. Applicants. are selected on the basis of their The Program will be held from Ist to 27th July at the 
motivation, career prospects, skills and industry modern conference facility at The Rum Corps Barracks 
representation to ensure that all participants are not only Resort, Windsor. 


keen to learn, but will also provide a valuable 
contribution to the group. 

The program has been designed to develop the 
sdechip potential of managers by raising their level 
of self-awareness, personal growth and | 


A review of the prospectus will prove that this 
-. comprehensive, practical and exciting program provides 
world class management education and development. 
For your copy and any further information, please 
call Mrs Sheila Payne on (02) 929 7922. 





AUSTRALIAN INSTITUTE OF MANAGEMENT 
215 Pacific Highway, North Sydney 2060 P.O. Box 328 North Sydney 2059 
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alf of each g group 1 was is treated with tacrine, 
half with a placebo. After a while the pa- 
- tients’ treatments were swap ed over: those 
who had been getting the placebo were 











Moor * Odes k on some WcbRowHe reason, 
simply do not show a significant response to 
the drug. And not all patients helped by the 
drug respond at the same dose. 





. «The French and Canadian trials 
“screened patients only for tolerance to side- 
_ effects, so those who are not responsive were 

included in the trials-—thus watering down 









ONDON'S Natural History Museum 

has many friends— its dinosaurs are 

loved by children and the services its staff 

provide are greatly valued by scientists. 

| But it has little money. Now, in order to 

save money without making the museum 

less attractive to visitors, the museum's di- 

rector, Dr Neil Chalmers, proposes a des- 

| perate reorganisation—and a lot of job 

losses. Almost a hundred scientists have 

left since 1983. Now 46 scientific posts are 
being cut from the 290 that remain. 

Why should a few scientists in a mu- 
seum matter? Because what they do, 
though it may seem dull, is vital. Much of 
it is taxonomy. Taxonomists keep the ref- 

-i erence sets of animals to which their fel- 
i | low biologists must refer. They also pro- 
"| vide their colleagues with the names by 
| which they can make such references. À 
& common language is a prerequisite of re- 
W search. In this case, that language is gov- 
-erned by the complex rules of the Interna- 
tional Codes for Nomenclature. 
Taxonomists use those rules to help avoid 
the confusion that arises naturally when 
different people call the same animal by 
different names—or worse still, when they 
_call different animals by the same name. 
A scientist who describes and names a 
new species must refer to a specific (liter- 
ally) "type specimen’ ' and put it in a mu- 
-~ seum. If there is ever any doubt whether 
another specimen belongs to the same 
species, the two can then be compared. 
To see the importance of type specimens, 
. consider the water fern Salvinia, which 
choked rivers, lakes and canals in the 
1930s. It was hopelessly expensive to clear 
by hand, by machine or with chemicals. 
Eventually biologists found a weevil which 
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à The threat of extinction 





evidence of the drug's effectiveness. The Ca- 
nadian study was also conducted with too 
few patients over too short a period of 
tíme-—just eight weeks—to be able to note 
the benefits Warner-Lambert believes the 
drug to bring. Dr Gauthier recognises these 
limitations but believes that the psychologi- 
cal tests were sensitive enough to pick up mi- 
nor improvements, thus making up for the 
trial’s brevity and smailness. 
Warner-Lambert has yet to publish its 
data on tacrine. It says it has two major stud- 
ies. One used 150 patients, all of whom 
showed some initial response to the drug; 
significant improvements were seen among 
those receiving tacrine over a period of six 
weeks. Some of these patients have now 
been taking the drug for nearly a year. The 
second study was conducted by Shire, a 
small London-based drug firm, whose data 
have been uiia id Warner-Lambert. 





attacked it and cured the problem almost 
overnight. That success would have come 
about years earlier if the right taxonomists 
had been around. First the weed was 
wrongly identified; then the weevil was 
misidentified, and time wasted on trying 





Hungry for order and money - 


out an apparently identical insect which 
only nibbled at the weed. 

Taxonomy's importance is not purely 
practical—it has theoretical value, too. By 
ordering fossils, taxonomists help the un- 
derstanding of the past. Advances in tax- 
onomy can change the way biologists look 
at whole families of animals. Recently 
cladistics, a method which provides par- 
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Warner-Lam h 


- sponsive to the drug, and then ! 
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. chaeologists, pest-control spec 
ronmental historians, or any 
gists who need to know. what species 
„were dealing with. Now many special 
will leave or be reassigned, on. ho "m 





which was 
cf whom did not at first app 
also found tacrine to be usef 

If Warner-Lambert is corre 
will still have its drawbacks. Acco 
Dr Gauthier, doctors will find it diffi 
administer the drug if they have first 
termine which patients are tolerant 


termine a suitable dose for treatmen 
number of people who benefit from 
drug might be small, and there is some. 
cumstantial evidence that. when. patie 
stop taking tacrine their condition be 
worse than it would have been if th 





Eolo rigorous ways of aiiin 
mals, has caused something of a taxo 
nomic revolution. In Britain, the cladistic 
revolution surfaced in the previously ob | : 
scure backwater of the museum's classifi- di 
cation of fossil fish. . 

As well as its experts, the : museum `] 


boasts the finest library of its kind in the | 


world, and a huge collection of type speci- | 
mens. However, the heart of any such co 

lection is the team of resident experts who _ 
know their way around it. Without the — 
librarians of life, a museum coll 
just a lot of dead animals. The. Nati 
History Museum's expertise has made. 
an essential reference point for identifying 
specimens, whether for ecologists, 





contracts, 
Biologists all over. the sod. are pri 
testing to the museum’s. director and 
trustees about the cuts. The protests 
should be directed towards the govern 
ment. The museum iip a phenome ; 
(by museum standards) 2596 of incon 
from sales, consultancy fees and oth 
commercial. work such as hiring. out th 
dinosaur gallery for drinks. parties. Th 
museum introduced: entrance cha 
1987 but they account for only 
come; when they were p 
number of visitors dropp 
The government grant to th ha 
withered—it hardly cover bill. 
And the government has. moved respon- 
sibility for the museum's finances from 
the Department of Education and Science 
to the Office of Árts and Libraries under 
the minister for the arts—an odd place for 
the cornerstone of biological research. | | 


















TOKYO 


HE compact disc is just the begin- 
ning. The CD's grandchild —a handy- 
sized laser disc that can store millions of 
words, pictures, musical notes or com- 
| puter data, erase them and re-record fresh 
: information over and over again—is al- 
eady tottering out of the laboratory and 
_ onto the production lines in Japan. Never 
-Mind that the present generation of "mag- 
veto-optical" (MO) discs are pricey by CD 
'standards, have problems with over-writ- 
_ing existing recordings, and are painfully 
low at yielding up their data. More than 
- 40 Japanese companies—including Sharp, 
Mitsubishi Kasei, Sony, Daicel, Sumi- 
tomo Chemical, NEC, Mitsui Petrochemi- 
cal and even Kawasaki Steel—have re- 
cently announced plans to build factories 
for making MO discs and equipment. They 
can't all be wrong. Japanese engineers are 
betting that the market will be there—and 
the remaining technical glitches sorted 
out—by the time their production lines 
are up and running in a year or so. i 
A magneto-optical disc differs funda- 
mentally from its optical ancestors, the 
Philips-Sony CD and its big brother from 
Pioneer, the LaserDisc. They both use la- 
sers simply to read data stored as a se- 
quence of microscopic pits impressed in 
metal surfaces. By contrast, the MO disc 
uses a laser to record, play back and erase 














.. |... information that the user (rather than the — 


k manufacturer} has stored. © 
Even before the CD was introduced in 
1982, recording engineers in America and 
Japan were fiddling with optically-sensi- 
tive materials which could be written on 
by laser beams and then wiped clean to 
receive a new message. There was no 
shortage of materials able to store in- 
formation optically; getting them to erase 
their stored’ signals and re-record fresh 
data was the problem. Some of the materi- 
als got tired too quickly and lost their ca- 


city to absorb. more recordings. Others 














required powerful lasers for “ironing” 
their surfaces back to their original clean- 
slate condition. 

For these reasons, the CD's first-born 
son was the WORM (write once read many) 
disc. worMs are like tablets of stone. They 
can be written on only once, but they can 
be read until the end of time. The WORM 
was a vast improvement on anything that 
had gone before, the CD included. Ac- 
countants, doctors, lawyers and others 
welcomed the WORM’s ability to log com- 
plete audit trails or sets of case histories. 
But developers have viewed WORMS as just 
a stop-gap solution until the next genera- 
tion—the fully erasable Mo disc—comes 
of age. 

The Mo disc has a recording surface 
made of a material that can be magnetised 
only when hot, but which keeps its mag- 
netic field when it cools. À tiny spot is 
heated with a finely focused laser; an up- 
ward (or downward) magnetic field is ap- 
plied at the point, and when the material 
cools, the field is frozen into it. Reading 
these magnetic dots depends on a nifty in- 
teraction between light and magnetism. 
The laser scans the disc's surface and de- 
tects any difference in the angle of reflec- 
tion caused by upward- versus downward- 
pointing magnetic fields. The bigger this 
difference can be made, the more in- 
formation can be packed on to the disc. 


Re-recording would ideally be done sim- 
-ply by reheating the surface and using the 
_coil magnet again—at present it is more 
complicated than that. One of the Mo’s 
-great virtues is that the magnetic fields are 
"frozen except at high temperatures. So 


MO discs cannot be wiped by a stray mag- 


net as tapes and floppy discs can. 


Th E. rine (ie a that. made the MO 





‘magne ma ia ane had 
een a cry sine compound of manga- 
nese and bismuth, But erasing recordings 





made on it required 350°C. That called for 
^bulky and expensive lasers, and made 
erasing a lengthy process. IBM's tempera- 





e-lowering trick was to use a non-crys- 


“talline alloy for the recording material. 


The alloy combined elements drawn from 
two of chemistry's more exotic families, 
the so-called transition and rare-earth 
metals. Researchers at Osaka University 
and corporate laboratories around Japan 


‘were quick to get the message. Between 
them they have spent ¥10 billion ($70m) 


over the past four years making the Mo 


disc a commercial proposition. 


The modern magneto-optical disc is 
the size of a 54-inch computer floppy disc 

































































and encased in a plastic cartridge. All the 
MO's former aging problems havé been 
licked. Discs can now be erased and re-re- 
corded more than 10m times, and mem- © 
ory storage is said to be good for at least 15 
years (much better, in fact, than a CD). 
The equipment for recording and playinggs 
MOs costs about ¥450,000 ($2,900); th 
discs are priced at around ¥30,000 ($200) 
apiece. Between them an MO's two shiny 
sides can store the equivalent of 600 
megabytes of information (ie, 600m char- 
acters of the alphabet). One Mo holds 
more than 1,600 standard floppies or 
1,000 paperback books. 

The dilemma facing Japan's magneto- 
optical manufacturers is that, in storage 
terms, this capacity makes the Mo both 
too big and too small. The personal-com- 
puter industry wants a floppy/hard disc 
replacement that stores no more t 
quarter as much as an MO disc. Several 
Japanese firms are beginning to dabble 
with a more compact MO format, based on 
the 3'4-inch floppy design, which would 
offer a handier 130 megabytes of storage. 
Either way Japanese manufacturers are 
confident that the Mo drive will eventu- 
ally displace both floppy and hard discs in 
personal computers. Fujitsu has been selg 
ing its FM Towns personal computer with’ 
a simple optical drive for over a year. Mr 
Steve Jobs includes 2 a fancy MO drive in his 
new company's NeXT computer. 

Meanwhile archivists, television 
broadcasters and movie-makers need a 
disc capable of recording at least ten times 
more information. Pictures gobble up 
data-storage space—they cost far more 
than a thousand words. Motion pictures : 
carry this distressing tendency much fur- 
ther. Despite its awesome capacity for - 
data, an MO disc can hold only five min- | 
utes' worth of film. Sony has just an- - 
nounced a "long-playing" MO the size of | 
an LP record that can hold an hour's - 
worth of HDTV (high-definition television) : 
pictures. Sony's ¥4m ($25,000) Mo re- 
cording machine is expected t to be on the * 
market within a a year e or two. ee 











Tom DRIBERG: His fice AND INDISCREHONS. By Francis Wheen. Chatto &? Windus; 452 


pages; £18. 


: HERE can be few people under the age 
A. of 40 in Britain—and few people of any 
age outside Britain—who have ever heard of 
Tom Driberg, let alone of Lord Bradwell of 
Bradwell-juxta-Mare in the County of Essex, 
as he became in the last few months of his 
life. Although a member of Parliament, he 
er became a minister. Although a writer, 
"never wrote anything that anyone wants 
to read today. Although a high churchman, 
he spent most of his life breaking most of 
the ten commandments (though there was 









never any danger of him coveting his neigh- 


‘bour’s wife). 
Yet this bloated. failure - ‘numbered 


among his friends Evelyn Waugh, Mick Jag- f 


ger, Edith Sitwell, John Betjeman, Marianne 
Faithfull, Lord Beaverbrook (off and on), 
Michael Foot, Woodrow Wyatt, Osbert 
Lancaster, Aneurin Bevan, AJ.P. Taylor 
and Gore Vidal; and now he has inspired an 
“excellent biography that will make most 
readers half sad that they never:met the old 
bugger and half relieved thar they did n 














‘semen ipd: help E hiis y young. Towar 
'the end of his life, he recruited a number of 
dac year-olds from the East End of London 
Ko agreed to be on call for "the 
spermophago s. pensioner’ ' and, at £10 a 







ahe "Barbican whenever he was feeling 
sdepleted. | | 

Francis Wheen, who runs the diary in 
ithe Independent on Sunday, makes use of 
ghis aspect of Driberg's homosexual activi- 
Kies to settle the long-debated issue of 
avhether or not Driberg was guilty when in 
1935 he was charged at the Old Bailey with 


indecently assaulting two unemployed Scot- - 


tish coalminers. Mr Wheen points out that 
isuch an assault is most unlikely to have 
gaken place, for Tom's sexual taste was not 
one that could be forced on an unwilling 
partner. For those who need to know the de- 
mails, they are all therein the book. — 

5 The outlines of Driberg’s life are 
straightforward enough: elderly and soon se- 
nile father; possessive and doting mother; 









ST MAY 12 1990 


English public school | ("his 


passions—High Anglicanism, left-wing so- 
cialism, wildly promiscuous homosexual- 
ity—were all firmly embedded in his person- 
ality before he left Lancing"); Oxford with 
Waugh and the “Vile Bodies" generation; a 
communist of the idler sort (he was eventu- 
ally expelled from the party, though not for 





Not quite right for the Vatican 


idleness); a decade as author of iie William 
Hickey column in the Dails Express; Inde- 
pendent MP for Maldon, then Labour mp for 
the same constituency and later Barking; 
chairman of the Labour party in 1958; exit 
from Parliament in 1974; death two years 
later in the back of a London taxi on his way 
to Mr Vidal's villa in Italy to complete work 
on his memoirs, parts of which were pub- 
lished posthumously and called, aptly, "Rul- 
ing Passions”. 

There seems little doubt that he was a 
monster—a child who never grew up and 


life-long 


_ torious"). He neglected his constituency di 
ties, and he.was sometimes AWOL from the 
, ‘House of Comn 

. Qn A rare occasions when he attended a 


he would»stand about “with a forbidding — 
scowl on his face, complaining furiously i£ he. 


BA would say “I’ve had enough” and demand : 
cally, he refused to learn to: 


when he was 46—to everyone's great aston- 

.. -ishment—a nice woman, a widow, called 
-Ena Binfield. She was. lively and intelligent 
.and was probably not seriously hoping ue 
^ more than a companionate marriage: 
.Driberg tormented her mercilessly. Kec 
ceaselessly for 20 years till she finally walked 
out on him. His friends warned him not to 


as a journalist—att ract so many friend 
many of them famous, some of them (amaz 
ingly) loya? Why, indeed, has Mr Wh 
biography? 
what Mr Wheen says but in his tone, 


gently mocking. Driberg seems to have bee 
- attractive because he was faintly ridiculous 


self. Even in death, he was | larger t than life, 





































was incapable a having a proper rela 
ship with anyone, male or female. H: 
Wilson was right not to appoint him t 
Ministry of Works (though, as Hug! 
skell had once said, “the old thing 
have loved it, mucking about. with. 

for embassies”) and even righter not 
him as i inui $ eR 








ae Mr. AZ 


should be mc A A " 





ti eatment ee waiters. in "reseaudanit 









ons for months 





at atime. 
social function in his Barking constituency, - 
was brought a drink other than Bell’s whisky. 
with: ice". Then, after half an hour, he — 
acteristi- : 


rive himself. 
But his greatest wickedness was to. matty 


to be driven back to London. Chai 





marry; they should have warned her. > 
Why did this monstrous egoist—a man 
who, after all, had only limited talent, eve 


been attracted to write this ‘first-la 
The answer probably lies not so mu hi 


throughout is affectionate, detached and 


but above all because he was so hugely him 





figure out of Rabelais—or Dostoyevsky. As 
the priest said at his memorial service, “H 

was a man of heights and depths. Whether 
great man, Icannot say, but certainly an ou 
size one.” He was, the priest said, capable of 
greater good and greater evil than most i 
us. His soul was a "cockpit". Tom would 
have liked the double-entendre. 

















The second world war | | 
Their finest hour? 


1940: MyTH AND Reatiry. By Clive 
Ponting. Hamish Hamilton; 263 pages; 
£15.99 


. X3 RITAIN'S near-defeat in the spring of 
1 1940, and the frantic improvisation 





that prevented it from becoming Hitler’s 
"world. triumph, is a thrilling bit of history, 


" 





ll to be explored. Its causes are well 
tnown; the using-up of imperial assets in the 
previous war against Germany, and the in- 
-souciance of both political parties in the in- 
terlude between those conflicts. 

The interesting part is how the country 
shrugged off defeat and kept on fighting 
when reason said the fight was lost. Hoping 
to shed light on that, or maybe just hoping 
to catch the anniversary market, Clive 
Ponting has trailed through the cabinet. pa- 
pers of the time. Finding nothing of interest 
there, he pads out:a book's worth of pages 
with bits culled, without much acknowledg- 
| Pent; from previous researchers. - 

2 Linq he is just a dull writer, or pos: 








AD Charles Glass set out to vise a 
travel book about the Levant a cen- 
tury ago, he would have taken with him a 
retinue of dragomen, cooks and guards to 
protect him from brigands. Succumbing 
to the illusion of modernity, he decided to 
travel alone, and was taken hostage in 
Lebanon. But for a daring escape, after 
more than two months in chains, he 
. might be there still, and the world would 
| have been denied a marvellous book.* 
| “Tribes With Flags” is the much 
quoted phrase which a former Egyptian 
diplomat, Mr Tahsin Bashir, has used to 
describe the incomplete, internally di- 
A vided, nations that the great powers man- 
- ufactured in the Middle East after the frst 
1 


aimo care a 


world war. Mr Glass, a correspondent for 

ABC television, intended to travel through 

five places—Iskenderun (Alexandretta) in 

| Turkey, Syria, Lebanon, Israel and Jor- 

— dan--which might all have become part 

of Greater Syria if the wartime aspirations 

- of the Arabs had been allowed to triumph 

over Zionism and the fading imperial 
schemes of Britain and France. 

Thanks to his kidnappers Mr Olass 
gets no farther than Lebanon, and decides 
not to continue to Israel and Jordan after 

his escape. But in Turkey, Syria and Leba- 
non he has time to collect ample proof of 
- Mr Bashir's proposition that the modern 













The hostage who | jum ped. 


.. blood 
U ilies—such as that between the Maronite 
< Gemayels and the Maronite Frangiehs— 
-can be just as potent as religious conflicts 


» kibbe—minced 


Levant remains a a patcherek. of rival clans, 


bly something sadder is going on. Mr Swi 


Ponting used to be a civil servant with a 
bright future in his trade. Unpredictably, he 
rebelled over an unappetising aspect of the 
Falklands war and was charged in 1985 un- 
der the Official Secrets Act. He was saved 
from prison by a jury's common sense. 

Like most British civil servants of the 
administrative class, he has been trained to 
believe, or to act as if he believed, that min- 
utes are useful records of meetings, and that 
subsequent actions flow from what was 
agreed there. But the invention in 1940 of 
the "Dunkirk spirit", a magnificent, collec- 
tive self-delusion, was not the result of civil 
servants and their minutes. It was inspired 
by a ring of propagandists assembled at the 
prime minister’s own initiative, and it was 
effective mainly because the Dritish people 
wanted it to be so. 

The government's most important 
achievements, such as the sudden con- 
centration of industry on producing defen- 
sive fighter aircraft, were brought off by 
Churchill’s oddball cronies like Beaver- 
brook, who knew how to smite the minute- 

akers where it hurt. The military establish- 





ment got the same treatment, which. was 


"o genia like Montgomery rose 





not yet a region that has built reals nations. 





rybody is Turk," says C 
Sami C Oytun, the Turkish governor of Ha- 


tay. From his Ottoman palace in the cene 


tre of Antioch the general brushes aside 
-Mr Olass's suggestion that in this Turkish 





y province, which Syria claims for itself, live 
.—many Arabs from the same Alawite sect 
-that rules next door in Damascus. In Da- 


mascus, on the other hand, Mr Glass 


hears Dr Hafiz Jemalli complain that the 


< Syrian government in: which he once 
served is dominated by Alawites, who 


form one of Syria’s smaller. minorities. 
And in Lebanon Mr Olass is told that 
feuds between individual fam- 





in shaping Lebanon's history. 

Mr OGlass does a fair job of guiding 
readers through the bewildering maze of 
tribal rivalries, but does not forget that he 

set out to write a travel book, not a politi- 
cal history. The joy of this book lies in its 


-vivid description. With Mr Glass you can 


enjoy delicious suppers of mezze and 
lamb and cracked 
wheat—while talking politics in the 
Frangiehs’ exquisite palace high on 


*'"Tribes With Flags”. Atlantic Monthly Press; 570 
pages; $22.95. Secker & Warburg (June); £16.95 


AERA IRR PPP: — 





Mr Ponting, m n his oec) was—to 

its credit—well supported by the British lib- 
ertarian left. He repays the debt by dressing 
his bureaucrat’s argument in the left’s worn- 
out clothes. He derides the rich who sent 
their children off to safety in the United 
States; but Churchill derided them too. He 
purports to "reveal", in order to denounce, 
the dependence on the United States that 


. Britain was reduced to as a result of its defeat 


in Europe. Churchill not only foresaw that 
dependence but actually proclaimed (in his 
speech announcing the success of the Dun- 
kirk evacuation) that freedom would tri- 
umph "when, in God's good time, the new 
world steps forth to the rescue and the liber- 
ation of the old". 

A better book was written about what 
happened in 1940 in that very year. It was 
called "Guilty Men", and one of its authors. 
was a young journalist, Michael Foot, who: 
later played a significant part on the left that 
Mr Ponting aligns himself with. It was 
very good book, but it was the product 





a. 


lively mind, and anything but dull. You 
can't say the same of this. 


Which tribe caught him? - 


Mount Lebanon. You can endure in vi- 


carious comfort the fly-bitten customs for- 
malities at Bab al-Hawa, the Gate of the 
Winds, the border post on Turkey's fron- 
tier with Syria. You can leaf through the 
visitors' book at the famous Baron's Hotel 


in Aleppo, and share the nostalgia of its 


Armenian proprietor for a vanished 
golden age when the guests at Baron's in- 
cluded Agatha Christie, T.E. Lawrence 
and Mr and Mrs Charles Lindbergh. The 
golden age will not return until the Le- 
vant's many tribes end their interminable 
Wars. AE 










e s of 88m art a porous 
bord ; p wih the United States. ki is a third- 








men ent ( unlike Argentina, which i is the oppo 
site), Íe begining 












: country y to d wn. es ae a ee 

- zural mass of Indians, who speak little or no 
anish and are regarded as inscrutable ori- 

“@ntals; a mixed-blood middle class, and a 
well-to-do high-tech elite mostly of pure 
Spanish origin and educated in the United 
States. All these are Mexicans; but all, to a 

¿greater or lesser degree, are alienated from 
each other. 

-o Diek. Reavis, ane cdit of fei 
Monthly, catches part of what-has been hap- 
pening. He movingly describes how life has 
slowly changed in an Indian village which 

-followed the rules of the old culture rather 
-than those of the government. Even though 
. young people go north to California to work 
and return home with new ideas, villagers 
still heal their fevers with the curandera's 
herbs rather than with antibiotics from the 
new government clinic. Mr Reavis, who is 
not above a touch of sentimentality, ap- 
proves-of that. "Mexico has learned what 
. limits are, and how to live within them”, he 
says. This apparently makes them “the wis- 
t citizens in our hemisphere". 
P. In the end, Mr Reavis's highly readable 
"account does not signal the direction in 
which the country is moving. Carlos Fuen- 
tes has no such modesty: he thinks it is going 
to hell in a hurry. In his Mexico, set in 1992, 
the border has split of and is called 
examerica, Club Mediterranée has 
bought the Yucatan peninsula. Mexico is re- 
duced to a rump around “Makesicko City", 
where acid rain falls continuously and bon- 
fires burn permanently as the tide of sewage 
ses. A corrupt regime has converted an of- 
fice-worker into a popular earth-mother fig- 
ure called the "Mother and Doctor of All 
Mexicans” or "Mamadoc". The story, 
«which is fairly cursory, comes second to Mr 
- Fuentes's nightmare vision of his country; 
_ but after many years spent outside Mexico, 
<he has got it wrong. 
- Mexico is indeed poor, corrupt and pol- 
;luted. But President Miguel de la Madrid 

























‘rectly to the effect of the 


America, 


fortune, and that is good 
from time to time, to back 


aré looking so anxiously 
: into the next decade. — 


and his successor, Carlos Salinas de Gortari, 


have opened up Mexico's closed political 


world and its protected economy to a con- 
siderable degree, as Sidney Weintraub 
recognises in his solid and detailed account 
of Mexican-American relations. “The com- 
bination of clamour for greater political par- 
ticipation and the growing economic open- 
ing will reinforce each other,” he writes, 


“and the end result will be a more open and 


Hongkong s film-makers and 1997 - 


© The shadow of the square 


HONGKONG 


O BE selected for the special Critics’ 

Week section of the Cannes Film Festi- 
val, now in progress, is a feather in anyone’s 
cap. Only seven films are chosen for it. One 
of this year’s choices, “Queen of Temple 
Street”, a realistic study of Hongkong's red- 
light district, is only the second film from 
the colony to be so honoured. It is a sign of a 
sudden artistic upsurge in local film-making, 


one that can be linked di- 


Tiananmen Square mas- 
sacre last year and con- 
cern about the handover 
to China in 1997, 
MartiaLarts films still 
hold sway in Hongkong, 
and it should not be for- 
gotten that the hottest 
film of the moment in 
“Teenage Mu- P3 
tant Ninja Turtles", is. 
produced by a Hongkong 
company, Golden Har- 
vest. "Turtles" will make 
its tycoon producer, Ray- 
mond Chow, yet another 


news; because Golden 
Harvest is also prepared, 


more thoughtful film- 


makers, such as those who 


One such is Clara 
Law, who learnt her craft 
in Britain. She has just 
made her third feature, an 
ambitious work called "Farewell, China", 


.which depicts the desperate lengths to 
: Which some Chinese will go to secure an exit 
.visa and the incidence of mental illness 
among emigrés struggling to survive in 


America. The problem of identity— 
whether Hongkongers think of themselves 


: as Chinese or not—is addressed in “Song of 
` the Exile”, 


by another British-trained film- 
maker, Ann Hui. A young Hongkong girl 
travels back to Japan to meet her Japanese 


nore. e défhoctati sc 


: Hongkongers in general unite with a nation, 
| lo oms over all these films, is covered dire 


on n the errors of China, Taiwan and Hong- 





Turtles have their uses 


add a Mee leading characters are wome 


erty; the woman fror 


ing scene, setona M 
"first winter snow be 










tract from the merit. of Mr 
book that, while it was wet 
through production, his sensibl 
ommendations were put into prac 
dent George Bush is responding po 
to Mexico's opening; trade deals are 
worked out; Mexico's foreign debt he 
reduced. The neighbours have stop} 
guing over their fence, and it is high. 
































































mother, only to find that, EEEN t and 
culturally, she is no longer Japanese. Can 


China, from which they have grown apart 
‘Tiananmen Square, whose shad 





in “Sunless Days", a documentary which 
looks both at the massacre and at its impact. 





kong. Live footage of the 
massacre is intercut with 
«w the emotional testimony 
of Chai Ling, one of the 
student leaders, and with 
-comments from onlook- 
ers. The friends and fam- 
3. ily of the film’s director, 
- Shu Kei, fear what the fu- 
-> ture holds for them; an ac- 
 tress and singer. ‘explains 
- how the events shook her 
-out of her political apa- 
thy. Allen Fong's “Danc 
ing Bull” reaches thë same 
conclusion; in it a retired 
choreographer is shaken 
: by Tiananmen into ma 
“ing atriumphal comebac 
with a. new form 
' politicised dance. : 
_ All these are doubt 
— works, even pessimis 
z+, One that stands out as 
> ing different is Stan 
.. Kwan's “Full Moon. 
— New York", a flm t 
sometimes seems as glo 
as an advertisement; bi 
there is more to it tha 








from the mainland, from Hongkong an 
from Taiwan, all of whom are trying tor 
their way in America. The Taiwanese gir 
acting and mode ling; the Hon : 

set.up a restaurant and i 








nese and is struggling t 
:erican-Chinese life. In the clo 
Manhattan rooftop as the 

ins. to fall, the women 


ried an overseas Ch 
fit into. fil 


















and discover, despite the different o politi 


of any of the recent, rather ominous, offer- 
ings from Hongkong. 


German theatre 


LONE at her bedside, TENET. Wer- 
“Kner Catel senses that his ailing grand- 
mother is about to die. Over the telephone, 
-the doctor says he cannot come for the mo- 
ment; he can only advise 20 drops of opium 
-as a pain-killer. The boy counts more than 
-double the dose into his grandmother's 
“camomile tea. Minutes later, she dies peace- 
fully. "On this night", the young Catel 
proudly declares, 
doctor." 

He did so, going on to become one of 
= the most infamous physicians of Nazi Ger- 











Werkstatt Theatre i in Cologne. 


~ ture of medical practice during the Nazi era. 
More than 90% of the script is drawn from 


other documents. The object is to brin 





provide a warning. Pg 
Mr Schultz spent ten years reseat hi 
Nazi doctors. He became fascinated witl 
. how men like Catel, whom he judge 
"their work to be "very good and engage 
-could become entangled in such a mx 
strous side of medicine. One of the answ 
he thinks, is sympathy. "if you be: 
think you are a perfect deg ae 
“you are very close to becoming inv 
"with killing your patients, espe 
argue that you have compassion 














.. were also men ofi importance : 
- be seen to be baffled by "urhea 






lable 


turned to radical solutions, and maintained 
. his infallible rule over life and death by the 
"simple expedient of killing. As he explains 
‘himself in the play; — — 






In my opinion, it is. not the cicb di the doctor to 


| Pe om {chink due ford thete ar 
‘ings in Hama p which are e below the level 


cal — 
systems in which they have been raised, that 
they have a "Chinese-ness" that binds them - 
together. It is the most constructive ending © 


"I decided to become a- 


..many. The bedside scene comes from a play, - 
"Doktorspiele", which is now at the Freies dm 








Nazi medical files, court testimony and ^ hind the actions of men like Catel, even 


Nazi doctors out from behind their fien dish E though the chief controversies of modern 


Hollywood caricatures, and, by s ud doing; to id their roots in the same dilemmas. It is Mr 





























ant, ‘but necessary, thinking: thinking that 


As a consequence, a doctor like Catel- 























































that could be called a soul. You speak of killings 
only with a being that has a soul. 


With Catel at the head of the Nazi's first ac- 
tive euthanasia programme, code-named 
"Aktion T-4", an estimated 70,000 peo- 


ple—some mentally Or physically handi- 
capped, some merely homeless or unwilling 


to work—were “extinguished” over a pe- 


M. . riodofless than three years. 


the theatre company have teamed up with | 


Ulrich Schultz and Karl-Friedrich Masuhr, - 
two neurologists, to create an authentic pic- 


After every performance of 
"Doktorspiele" there is an audience discus- 


Sion. From this it emerges that medical stu- 
“dents in West Germany usually know noth- 


ng about this dark period in medical 
iistory. Nor do they consider the theory be- 





medic 





sine, abortion and euthanasia, have 





ultz's purpose to enforce a little unpleas- 





ht usefully spread well beyond West Ger- 













"HE road to Damascus is littered 
with cold warriors. This week Mr 
vester Stallone informed an Italian 
- ¿television audience that Rambo will 
no longer be killing communists. He 
will henceforth concentrate his fire 
power on despoilers of the environ- - 
ment, his allegiances. “closer to 
Greenpeace than the CIA”. For some- 
one to whom, until now, rain forests 
were just places to spray Agent Or- 
ange, it will be a difficult transition. 
To ease himself through it, perhaps - 
. he should concentrate on the prob- 
lems of Lake Baikal or the Aral sea; 
that way, he can keep bashing com- 
mies in a good green cause 


i 
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Hock on " 


DENVER 


FTER more than two months of negotia- 
tions, the Colorado Symphony Or- 

chestra and the Denver Symphony Associa- 
tion announced on May Ist their decision to 
merge. So ends an extraordinary battle be- 
tween two orchestras, one without manage- 
ment and the other without musicians. — 

The battle started in mid-1988, when 
the Denver Symphony found itself facing a 
$2.4m deficit. The orchestra's governing 
body offered musicians a work-and-pay 
package reduced from 41 weeks and $29,000 . 
to 21 weeks and $11,000. The musicians, in- 
censed, accepted an alternative idea from 
Barry Fey, a rock promoter of the Who and 
the Moscow State Circus: they would be the 
band and he would be their promoter. 

Literally overnight, they reorgani 
themselves as the Colorado Symphony 
chestra and, with a budget of less than $3m, 
scheduled a 22-week season. Their goal was 
to sell enough tickets to pay salaries, to win : 
over the culturati of Denver (many of whom 
did not care for Mr Fey), and to qualify for 
money from Denver’s $1m cultural-facility 
tax by obtaining tax-exempt status from the 
Internal Revenue Service. 

The road proved harder than expected. 
If teaming up with Mr Fey was meant to 


make the orchestra more attractive to young 


concert-goers (and thereby sell more tick- 
ets), it was not a great success. The Colorado 
Symphony 's first "pops" concert drew more 
than 12,000 people to the city's professional 
basketball stadium for rock hits, tunes from 
the shows and the “1812 Overture”, but its 
rather stodgy classical repertoire showed no 
signs of changing. Keeping the orchestra go- 
ing without a management structure was a. 
huge struggle; and, most galling of all, nei 
ther the Colorado Symphony nor the D 
ver Symphony stood to qualify for -" 
Denver's cultural-tax money on its own. 
Re-marriage was therefore arranged.. 
The musicians have been promised a sub-: 
stantial voice on the board of directors and aë 
proper salary scale linked directly to box-of-: 
fice takings. Moreover, the success of the or-: 
chestra is now declared to be “a shared 
responsibility”, with musicians who are "ac-: 
tive participants in an entrepreneurial 
sense . The two sides hope this might be a 
model for other struggling and indebted or- 
chestras round the country. It seems more’ 
likely, however, that the Denver experiment 
will be seen as a failure for musician-owned 
orchestras; and that-the most radical solu: 
tion, one espoused by the composer Johr 
Adams, might be for one man (Donald, 
Trump? Robert Maxwell?) simply to buy up. 










an orchestra and run it for profit. 
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For further information on this five-day programme, please contact John McGee, the Programme Director. 
EN.TempetonColege — 











A COMPREHENSIVE ANALYSIS FOR ISSUERS 







ivalry between all participants inthe eurobond — [n — | 
market is fierce and profit margins are razor-thin. — ! | 
X & The market has become increasingly complex and - | 
volatile — especially as emphasis has shifted towards the 
.. Far East. More than ever therefore, the market demands | 
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_ sound judgement based on a real comprehension of the 
me Processes that underpin it. | 

W'The Economist Publications Guide to Eurobonds 
... brings clarity and understanding to the maze of financial 
_ functions surrounding eurobonds by providing a much 
needed standard reference resource containing: | 
detailed accounts of the terms and conditions of an 


ran ar tei heme tare e sr eter Never 
















b calculations of value from interest accruals to internal | 





. rates of return o 
> the range of derivative eurobond products including 
... Swaps, forward-swaps and swaptions 
.. > the range of instruments from standard fixed and 
. floating rate bonds to asset-backed securities E | m 
"Ced Pha CET NC : RUNS Please proforma invoice me. ae |. EMRIA j 
lifford Chance, Baring Brothers and The Securities | Please send your ofder with remittance to: A 
isociation provide expert contributions. Relevent case Matt Simester, Marketing Department —— The 
studies Cl XE is tho: Business International Limited — — — ^ i 
studies and worked examples complete this thorough | 40 Duke Street, London WLA 1DW, UK.: 
rview of the eurobond market. Tel UK: 071 493 6711 Fax UK: 071 499 
s guide will prove essential for corporate treasurers, | Pax eat AE TIMSS BTI 
ds of corporate finance, bankers, traders, investors, RPM RACES C UE 
ernments and government agencies. | w Eeonomit Group it registered in the Mtondeni 






to my American Express/Visa Card 
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Conversion Fel ic position in a UK 
Unive d Polytechnic or Higher Education Institute. Teaching Fellows 
should hold a postgraduate qualification in Management or a related B 
subject. able starting date. 
Further information from Professor C. 
Forster. Telephone (61 6) 249 35B2 or 


Yorkshire BD9 åJ. Tel: «€ a 





University 


T D CONVERSION | ce 
FLLONSHIPS 


AC i icants are sought for ESRC Teaching and Conversion Fellowships, | 
pe ira ey unn | 


century. 





5 je ani hold a tenured academi 








University of Bradford Management Centre, West | 
4) 542299, ext 249. Closing date: June 1, 1990. 


fax (61 6) 249 0744. 










our r strategic planning, by providing thorough market and competitor analysis. The post 
holder will be responsible for tracking deve lopments throughout the UK and other 
principal World markets and for evaluating/proposing potential opportunites for Eagle 
Star and threats to its position. 
This is a key position which will give the opportunity to influence decisions 


throughout the company. It demands a thorough background knowledge of Financial 
Services markets worldwide, based upon a commercial first degree (minimum 2:1 








level) and an MBA or equivalent, with at least 2 years' experience in a financial i 


environment. A comprehensive knowledge of Accounting practice, statistics and 
particularly business planning will also be essential, as well as excellent 
communication skills. 


In return we ‘can offer you an attractive salary, London Weighting, retenti ; 
after e period, Inonconyieon pension scheme and 27 days’ 





mortgage | 

annual holiday... 
To apply, please write, enclosing a | comprehensive CV, to Mr Andrew Blair, Assistant 
Staffing Manager, Eag le Star, PO Box 116, Oriel House, Cheltenham, Gloucestershire, 
Engate- GL53 TR. 











_ EAGLE STAR 


The Australian Narona, 


Faculty of Economics and Commerce 
Department of Economic History 
READER/SENIOR LECT URER/ 


Applications are invited for appoint- 
ment to a post in the Department of 
Economic History. As well as having 
‘the appropriate background in teaching 
and research in economic history, ap- 
plicants should have qualifications in 
economics. Currently there are seven 
members of the Department. Teaching 
is confined almost completely to the 
period since the late eighteenth 


The position is available from 1 Sep- 


tember 1990, but the successful appli- 
cant may negotiate a mutually accept- 


one of the: UK's. bari coiposité- insurers. We; are already an 
| > we regard 1992 as the per roc: opportunity to dto c. O 


xason, 'we now / require a Group Planning Analyst to support and participate in 










Giang date: 6 June 1990. Ref: Fi 


18.4.1. 


Salary: Reader—A$55,818 per annum 
Senior Lecturer—A$42,703-A$49,52* 
per annum;  Lecturer—A$32, 197 
A$41,841 per annum. Appointment 
Reader, to retiring age 65 years; Lec 
turer/Senior Lecturer, tenurable. Appli 
cations should be submitted in dupli 


. cate to the Registrar, The Australia 


National University, GPO Box 4, Can 
berra ACT 2601, Australia, quoting ret 
erence number and including curricu 
lum vitae, list of publications am 
names of at least three referees. Th 
University reserves the right not t 
make an appointment or to appoint b 
invitation at any time. Further informe 
tion is available from the Registrar, € 
from Appointments (37799), Associe 
tion of Commonwealth Universities, 3 
Gordon Square, London WC1H OPF.. 


The University is an Equal Opportunit 
Employer. 





“Dep: tment of Social. 
. Sclence and 


Administration 

NHS Reform Evaluation 

RESEARCH OFFICER 
Applications are invited for a post i 
Research Officer on a project evalua 
ing the proposed general practice bix 
gets. The research will be financed t 
the King's Fund and directed at th 


i School by — Professor Homai 
Glennerster. "ox 
d^ The successtul applicant will assist. 
"the evaluation and development of | 
nancial information systems -.for ” 
sample of practices. Quantitative ar 


computing skills are important, ec 
nomics, operational research, comm 
nity medicine or other social scienc 
qualifications appropriate. © © 
Appointment will be for two years fro 
1 September 1990 and salary in tt 
range of £10,458 to £13,527 pli 
£1,767 London Allowance a year. 
assessing starting salary considergd 
will be given to age, qualificati 
experience. 

Application forms and further partic 






Jars are available, on receipt of 
-stamped addressed envelope, from ti 


Staffing Office, London School of Ec 
nomics, Houghton. Street, London WC 
2AE. 

Closing date for applications: 28 Mi 
1990. 





AME RICAN GRADUATE seeking chi 


| d lenging, career o 


_BA id : p be a 





Nottinghamshire County Council 














Teaching .. ECONOMICS 
Opportunity | Post A109J 
` £11,832-£19,623 
cerei ced Funder review) 





the Employers 










i hnic Department 

ec PRA quis us of conomics in the heart of 
chooi, Huddadington Là 1 $ 

Nottingham, NG} E gow requires a Lecturer 

Mixed: Approx 1000 (11-18) | from 1 September 1990. The 

best candidate will be appointed 

Economics © irrespective of specialism, but of 

(Main Scale + Allowance A) particular interest would be in- 

A welt qualified specialist teacher is dustrial economics, environmen- 

required for September, to be in tal economics or international: 

charge. of this important subject i&0- E economics. informal enquiries to 


70 *À' level students), and to co- 
ordinate Business Studies and 3310) ^ A. Dow (041 331 


i eee ay nks, 
3 rospects for enhancement of B. F : 
this post under TVEI (E). Applications For an application form and fur- 
from newly qualified paul willbe f- 4 ther details contact Tho Person- 
nel Office, Glasgow College, z 



































considered, 
Further intoriadlitin: a available. from 1 











Norem (i 817742. Closing date i| | OBA (Tel: 041 331 3817. Fax: 041 






331 3005). Completed forms to 
be returned by monday 28 May 
1990. 


"An Equal DàBürtinity: Employer. 











Jod Marketing and 
| Strategic Management | 





With its continued expansion, Warwick Business School wishes d. : | | 5 







' - appoint an additional Lecturer or Senior. Lectürer. | 
| of Europe's largest and most inn EM iness gols wih 
= excellent facilities, : | 


Th aera a will be expected o teach, teach and esa | 
blish. rategic Management: Heor | 

: ni d id rapidly “growing group. within the - 

Busines is ; School, which has an iin on research and includes 













University of Venice 
Department of Economics 


TOR NEN are ied for a ‘three mo jonth. Visiting à 
Professorship funded by the Cas: isparmio di — 
Venezia tenable at the Economics Depa 5 
Foscari, University of Venice, during 1991. 


. The Visiting Professor is expected to condu 
-at the Department in any field of- 


including economic history and economic geogr 
phy. A small amount of. ot feaching (in English will | 


- required. Ability t 

| not necessary, w MIH be 
for further particula 
“ments and- application - 





Gianni Toniolo, Direttore - del Dipartimento - di 
Scienze ° Economiche, Università di Venezia, Ca’ 
Foscari D.D. 3246, 30123 Venezia, Italy (tel 39-41- 
5298363 or 5298364 — fax 39-41-5298365).. 


Applications should be received. no later than 


_1 September 1990. 


MORTGAGE : MARKET 
SPECIALIST - 
POLICY AND ANALYSIS 


The Building Societies Association is seeking on experienced | 
person to toke responsibility for a iom of work on mortgage . 
market activity. This work will largely be for the newly formed | 


ZTTE ATION 





. Council of Mortgage Lenders which the BSA services. 


The work will include supervising the collection, processing and i 
distribution of statistics, developing new sources of statistics and 
other information, handling policy work on secondary mortgage 
markets, servicing sub-committees on statistics and business infor- 
mation and secondary markets and handling ad hoc policy issues, 


The successful applicant will have a degree in economics ora. 
reloted discipline, experience in policy work or reseorch, pr | 
bly in a financial field, the ability to work on own initiative under 
pressure on a variety of subjects and good communication skills. 


The remuneration package will include a salary of around 
£25,000, car, non contributory pension scheme and mortgage 





| subsidy. 


Applications in. writing, Sus d qd d dues dei 
experiance deni ba made e Jane Jonas, Th Bung Scots 
Association, 3 Save Row, a 













Salary range: 
Lectureship £14,169 a year, rising by 
Ti annual increments to £21,852. 
Assistant Lectureship £11,088 a year, 
rising by seven annual increments to 
£M ER ioo 
Further information may be obtained 
from the Secretary of the Appointments 
ome Committee for Land Economy, 19 
ee ee | Silver Street, Cambridge CB3 9EP, to 
$ doni ore idee teaching : whom applications, including a curricu- 
research appointment linked to the. jum vitae and the names of two refer- 
new Property Research Unit in the 


a ( ^? ees, should be sent so as to reach him 
DepartmentofLand Economy. ^. - notiaterthan 6 June 1990. 


University of Cambridge 
Department of i and Economy 


















Ho: $ are invited from persons 
































‘Applications are invited from those with experictice in any field of economics. 
Particularly well qualified candidates may be appointed as Senior Lecturers. 
Salary according to qualifications and experience will be within the following 
Lecturer 3NZ36,000 - $N247,200, with a bar at $243,700. . 

Senior Lecturer SNZSO,000 - $NZ64,500, with à bar at $N258,600 







Enquiries may be sent to Associate Professor Erkin Bairam, (Acting Chairper- 
son). Applications quoting A90/23 close with the Registrar, P O Box 56, Dune- 
din, New Zealand Fax (024) 741-507 on 30 Tune 1900, i 































UNIVERSITY OF NEWCASTLE 
New South Wales, Australia 


DEPARTMENT OF ECONOMICS 
SENIOR LECTURER 


. (Position No A94(89, 


LECTURERS 
.. (Position No A95/89) | 


Up to three positions are available (one of which will be filled at the Senior Lecturer 
level) in the Department of Economics. Previous applicants for these positions need not 
re-apply; their original applications will be considered in the selection process, 
The Department has some 30 academic staff covering all the broad fields of economics 
but with special strengths in labour economies and industrial relations, history and 
economic thought, industrial economies, regional economics and macroeconomics. 
Research interesis are organised around a number of groups, including the Institute of 
industrial Económics, the Labour Issues Group (including labour economics and 
industrial relations), the Resource and Development Research Group and regional 
economics through association with the Hunter Vallev Rescarch Foundation. There are 
aiso strong interests in macroeconomic policy, history of economic thought and 
methodology, econometrics and economic history, — 
The Department is well ec d with computer facilities. In.addition to the VAX 
mainframe, all staff members have been provided with personal computers and 
substantial elements of the teaching program are conducted with the aid of PCs. 
University economists enjoy a fight of limited private practice. These activities are often 
organised on a team basis through the groups mentioned above, 

y extremely pleasant living and recreational areas, and 
























Newcastle is surrounded by 6x | 
modern rail and freeway links place the University à comfortable two-hour journey away 
from Sydney. CM 
Applications are invited froin candidates specialising in any area of economics. 
Commencing salary will be dependent upon qualifications and experience within the 
following ranges: Senior Lecturer A$42,703-A $49,529 per annum: Lecturer A$32,197. 
ASAI BAI per annum. 
Further detalis may be obtained from Professor Barry Hughes, telephone (049) 68 5768). 
Applications close 31 May 1990. 
LO Conditions of employment, including method of application and other particulars, may be 
. tained from Appointments (37797), Association of Commonwealth Universities, 36 

Gordon Square, London WCIH OPE UK. i 

iuum , Equality of employment opportunity is University policy 
The University encourages a smoke free workplace 








L^ Wi Next session: June and September 1990 





i ^0)42666652 Ñ ) 








GRAHAM SCHOOL OF MANAGEMENT 
SAINT-XAVIER COLLEGE / UNIVERSITY 
| CHICAGO 










W Offers its Master of Business 
Administration in Paris 








V Evening classes 6 Week-end classes 





@ For professionals 
with an undergraduate degree 









-W Financial aid is available 






FOR FURTHER INFORMATION-CALL 





IEMI/SAINT-XAVIER College University 
71, rue du Fg-St-Honoré-75008 PARIS 








M'S INTERNATIONAL INSTITUTE 
HOTEL MANAGEMENT 


ous Maxim's It 


rical and ctical traini 
DAY COURSES / EVENING COURSES 
Admission : Und: iduate 


Cheats begin: October 1990 


"Ax; 


A 


PAMOUS ALL < 


(1)42.66.66.82 
7i, RUE DU FAUBOURG SAINT. H RE? 








FAIRFAX UNIVERSITY home study 
degree programs, Entry at any time. 

"Advanced credit given for prior learn- ° 
ing/experience. No classes to attend. | 
‘For free catalogue, write: Fairfax Uni- ` 
‘versity, Dept EC, 2900 Energy Centre, E 
: New: Orleans. LA70163 USA. esc | 


BACHELOR, MÀ Ñ, 
N A DEGREE. Use your 








mpus atten 






Er 889-2711 
2155 Louisiana N.E. 











iitquerqe New Mexico emo Uu. s. A, 






Learn Arerican English in | mornings, 
see New York afternoons, evenings. 
Custom dasses, beds and breakfasts in 
private home, diverse, landmark 
neighbourhood, family rates. | 
Tel: (718) 783-5717. 
Fax: Keith (718) 857-9719 
. 461 Carton Avenue, | 
Brooklyn, NY 11238 
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MEANS BUSINESS 


General 


"(— P 









One. of Europe's leading university management schools, Cranfield’ S 
international reputation for excellence has been built up.on providing 
ambitious managers with the skills to excel. Our courses are designed 
with quality in mind, reflecting the latest thinking . jn fenagement 
. development. = 
. . Relevant and rigorous teaching combined . -.: 
with extensive personal development activities 
_ ensure that our range of General Management 
"Prográmmes provides a unique experience, 
combining evaluation of your own strengths and 
development of your managerial talents. 

. Our 1990 schedule includes: 
" Young Managers Programme 


: LI Management Development Programme 

>O General Management for Specialists 

we " Senior Managers Programme 

“for more information, contacte Fiona 


Spekes at Cranfield School of Management, - 
Cranfield, Bedford MK43 OAL. Tel: 0234 751122. 


Ss Cranfield 


"Schoo of Management — 





















DOCTORATE 
past experience as 
ward your um No classes, seminars 
“Or ance. Studies build upon 

your experience. Self-paced » Send Resume 

e i For No Cost Evaluation 









Suite. 8600, 










on a foreign 
language? 
^ Witt Audio Forum's intermediate 
- and advanced materias, it's essy 


| E ME T 
postear. ge skilis, 



























LEARN TO SPEAK FRENCH BY 
TOTAL NATURAL IMMERSION 
_ with French participants fer 7 

intensive days in the DORDOGNE 










Chateau LA VALOUZE - 
J.L. Lefevre CIEL.BP, 180. 
. 24490 LA ROCHE CHALAIS, France — THE 
Tel: 5391 44 28 Suite N1, 31 AOINA Church 





London W8 4LL 


LIVE WITH TEACHER! - 


Yes, learn the language of your choice in the 
country of your choice i in your private 
teacher's home. 

HOME LANGUAGE IN' TERNATIONAL -— 
Reservations Office, 3 High Street, St. Lawrence, 
Ramsgate, UK. Tel: 549) 842 351116. E 
















financial planning and Policy. T s 
E London Business School now offers two streams of this 
. programme which runs throughou the ac ademic Year 3 and 
participants can atrend on either Monday or 

d rogramme Directors: Professór Ri frd Breal ley nd 
: | Professor Julian Franks ° 



















. Dates and Fees 
Whole programme: 
Stream One 






8 October 1990 -24 June 1991 * 











5. Stream Two — 10 October 1990 - 26 June 1991 £3,900 
C First Term: Accounting Tools for Managers mE i 
Stream One — 8 October - 10 Dec ember ]990 . - 
Stream Two — 10 October - 12 December 1990. -£1,400 
Second and Third Term: Corporate Finance 
Stream One 14 January - 18 March 1991 
22 April - 24 june-199] 
Stream Two — 16 January - 20 March 1991 
24 April - 26 June 1991 £2,800 






- Dinner and all. materials included in fee. For a detailed brochure 
. please contact: 












Susan Park, Registrar, Corporate Finance Evening Programme, 
London Business School, Sussex Place, Regent’ s Park, London NW1 PA UK 
Telephone: 97i 262 $5080. Fax: Oziris, 8 EE Tele 









EQUITY PARTICIPATION IN- 
ISLAND RESORT. 


Excellent profit potential, positive cash 


flow. well secured. Minimum investment | 


E US#100K. Presentations by appointment: 

C Zurich May 6-12, London May 13-14. 

E SWISS CONSULTANT GROUP 
(USA) INC j 

Fax +1 813 ia m (USA) 


pisi LATEST SUITE HOTEL 
LUXURIOUSLY APPOINTED | 


"| SLEEPS2 - 


SUITES (from) | 
£144.50 + VAT 


SLEEPS 4 
! INCLUSIVE OF: 
| # Sumptuous English buffet 


£85.00 + VAT | 


iO ASIA 
PAC 


THE BM Mapa CORPORATION 


^ PROMOTING EXPORT-IMPORT. 
JOINT-VENTURES & INVESTMENTS 


| ^ BETWEEN EUROPE AND THE FAR EAST 


s.» + * w €, 9 


Contact: M. SEE or S. PAYNE 


| StAlphage House Tel: 071-638 2019 


2 Fore Street Fax: 071-256 6930 
London EC2Y SDA, Great Britain 


WORLD COMMODITY 
PRICES AND INDICES 


UNAVAILABLE ELSEWHERE ON 
ELECTRONIC MEDIA! 


| Values in US dollars, £ sterling and 


Special Drawing Rights. 


“| Specialised database includes data 
| 4 transformations, growth rate caiculations 

: f etc, displaying dalai in tabular format with 
T labels showing origin and pricing points. 


p" LONDON LE S 


pality serviced apartments offering best vatue Tor 
u money. Our apartments otter great savings “con E 
pared to hotels. Fully serviced, private bathroom. : 


a kitchen, TV, telephone, central heating, elevator. x a 


Centrally located in Kensington ama. 


g Tourist Board Approved w 


z Harener eden EW] 4DG ux 

a Tet E11 44 71 37020600 .— E 
Fax: 011 44 71 370 6743 

Senn en ne nd 


IMMIGRATION 
TO CANADA 


| To immigrant investors and their adw- 
sors we offer bank or mortgage guar- 


anteed investments and professionally 


managed, government approved in- f 


vestment syndicates (for 150K/unit), 
Confidential service is assured. 


| Kingsworld Capital Inc, 1255 Universi 





ty St 41600, Mtl, Canada H3B 3X3. Tel: 
314) 8740324, fax: (514) 8740329. 





| breakfast 

* Colour TV radio | 
Direct dial telephone 
Hairdryer —. 
o tray/tea/cotfee/ — 
chocolale & biscuits d 
Complimentary newspapers 1 
Luxury kitchenette in each suite | 
Luxurious appointed bathrooms | 
Guest lounge . we 
froning centre/trouser press 
Room sate 


41-43 Beaufort Gardens 


Kn PW : | /: GLOBAL-STATS LTD 

| London |] | 

Tel: 071-581 9044 Fax:071-2259447 | | una Paris XU A | 
Telex: 268235 a _725221. Fax: 0273 23863. | 


| Data readi exportabie to. Spine 
] and Word Processors. 
| Annual, quarterly arid monthly data from 1 
1982 to latest available data, updated 
| monthly on 51" or 3i" diskettes. 
ANNUAL SUBSCRIPTION: 


£170 or US$272 
Excluding VAT (UK) 
Airmail outside Europe 

| add US$15 to subscription 
| Processing requirements: 

PC/XT/AT or compatibles; MS-DOS 2.1 | 

or higher/MS-02, 512k RAM & Hard Disk. 
| Free demonstration disk available 





Koc x 





Mark Lows proudy displays a drug dealer's boat he bought at à us Sive Auction ecently kr oni $10. 


| I BOUGHT A $50,000 BOAT 


PROFIT FROM U.S. GOVERNMENT DRUG SEIZURES 


aw would you like a new house or car, courtesy of the United States Govern- 
ment? Government officials are seizing autornobiles, boats, computers, homes 
and other real estate from drug traffickers. 
Then, the U.S. Government resells their merchandise and property at public and 
sealed bid auctions. In some cases the U.S. Government is selling things at prices 
so low, you'd think they were practically giving things away. 


FIRST TIME EVER: | 
THE COMPLETE GOVERNMENT AUCTION PACKAGE 


05 30 different Government agencies want you to come to their auctions or 
purchase their real estate, many at incredibly low prices. T IS 


Enroll now in this special progr ram and take advantage of fantastic bargains i in 
Military Surplus, Real Estate, Electronic Components, Scrap Metals, Airplanes. 

- Computers, Luxury Automobiles, Yachts, and over ten thousand different types 
of merchandise. Excellent export opportunities. Many auctions held throughout 
Europe and the Far East. 


Find out IN ADVANCE about U.S. Government Auctions. | 


m ) HONE FREE (Limited Otten 
THE ACTIC ION GUIDE TO GOVERNMENT AUCTIONS 
UNITED kiGDoM 0800-89-1570 uniten states 1-800-468-5060 


PRE-MEDICINE | 
PRE-ENGINEERII 


etenim ree APA ab 


Associate of hau ed Science Lcd ee 


————— im AH ananman a Pat 4 t STYLI HUP 


prying SAEI OA dc 
* Entry with 6 'O-levela or 12 year 





i T. | classes in Central London 





A m boga Je first 2 years of Ser 4 years 











| of Mii, required fora Bachelor of Science Degree FRANCE | 1905-90-2529 GERMANY | 01 30-81-1397 
in pre-medicine or pre-engineering in the USA. SWITZERLAND — 046-05-5715 CANADA 1-800-468-5060 
‘is accredited by the Accrediting Commission of NETHERLANDS 06-022-9713 AUSTRALIA 0014-800-125- 854 
shi ingen D.C. USA and Td » BELGIUM 11-8141 apan 0031-11-1457 
Administra M SWEDEN - 020795674 none xona — 800-7106 
Computers Sy sooner anag | ITALY 167819024 KOREA — 006-1600 914-8270 
& | Dip stacy ‘Law/Public | BRAziL — 000-811-926-5586 imt, — 00 : 
CHILE 00-020-2128 mexico 95-800-24 48- 
DENMARK 8001-0270 PHILIPINES sot te 
FINLAND 9800-10048 SINGAPORE ` 
GUATAMALA 099-0050 THAILAND 001-8004 





MASTERCARD —VISA—AMERICAN EX 


2438 S 
ember AICS, Washington DC, USA COPYRIGHT © REX PUBLISHING CO. AL 





2ND  PASSPORT/DR. LICENCES. 
Special reports. Any country. INI, 26 
Kleomenu Athens 10675 Greece. Fax 
7219080. 


THE LEGAL WAY TO A SECONEI 


PASSPORT. Tel: 0898 362 599 (2: 
min off peak, 38p min ail other times 
monis 16, BN1 2HN. 





Trade Attorney Michele Forzley, - 


HOY, 
esq. nm 2 2-49-0270. Fax: 212-742 
3265. 





SAN FRANCISCO. Pree man- 
ager with up to 5,000 sq ft of elegant 
iffice Space: ‘available as US/North 
i HO. Tel: USA 415-826-2257, 
axt 3. Fax: ext 4. 








3EST DEALS in first/club. class fares 
voridwide. via Amsterdam. Contact 
Scenic Travel Ltd. Telephone 081 808 
943/081 801 7471. Fax: 081 808 
‘584. IATAABTA. 


TE/work abroad. Essential in- 
Ü on Australia, Canada, New 
"ealand, USA and EEC countries. 
send SAE: E. Harrison, 10 Westmin- 
iter Avenue, Kirkby, Notts NG17 7HY. 








JVERSEAS POSITIONS. Hundreds of 
bp-paying positions. All occupations. 
"ree details. Overseas Employment 
Bervices, Dept EC, PO Box 460, Town 
“f Mt Royal, Quebec, Canada H3P 
C7. 





“OUR OFFICE IN LONDON. You stay 
were—we work here. Efficient busi- 
loss services. The Secretarial House, 
7 Brim Hill, London N2 OHA. Tel: 081- 
858 0345. Fax: 081-458 0121. Telex: 
27 935 DSILAWG. 


RANSLATION BUREAU: Documents 
pam/into — English/German/Spanish/ 
v ussian. Confidential, fast and reliable. 
^esentable interpreter also available 
wr assignments. Reasonable rates. 
tastfach 5, D2243 Albersdorf, West 
rmany. Tel: 49+ 4835-288. Fax: 










HOMETRIC TESTING. An es- 
tal tool for team building and ap- 
imintment of executive and key person- 
P. Quick, confidential service. 
p none Susan Hamilton on 071-491 



















e available to lawfully lighten your 


t Peter Griffith FA & AT inc, Via 
he Tresa, 7b CH-6924 Sorengo 
witzerland). Fax: (091) 54 67 10; 
lex: 84 11 62 (CH). 


- CUT THE COST OF 
OUR STAY IN LONDON 
ake furnished self-contained service - 
Knightsbridge, Harrods. ps 


d kitchen-dinette, bathroom, phone, 
n heating, elevator. Suit 1-2 
| re by airmail. 















and availabe now for £24.50 including 














[Studios to penthouses, Central mem 


' CHAMBERLAIN'S TRADING IN OP- 
TONS, 38 edition of the definitive 













s trading. Fully updated 





Wood Lane End, Hemel Hempstead, 
Herts HP24RG. 









Kensingion London W8 i 


071- 937 6636 or 
for 


more details 


CUT YOUR OFFICE COST 
IN FRANKFURT 
(WEST GERMANY) 
Take a furnished, self-contained ser- 
vice office in Mörfelden, near Frank- 
furt. Fully equipped office, telefax, 
phone, EDP facilities. Please contact: 

Alpha W & T GmbH 
Phone: 49 6105 24085 
Fax: 49 6105 2930 


ZURICH-ZURICH-ZURICH | 


BAHNHOFSTRASSE 52 
YOUR OFFICE AWAY FROM HOME 
e etaríal Services 
® Company/Fiduciary Formations 


| @ international LC Docs/invoices 


@ How to do business infor from 
Switzerland. 

Business Services Consult Corp 
Bahnhofstrasse 52, CH-B022 Zurich 
Tei: 01/211 92 07 
Fax:(1) 2111922 Telex: 813 062 BSIC 


EXECUTIVE HOTEL 


57 PONT STREET 
KNIGHTSBRIDGE 
LONDON SW1X 0BD 


Tei: 071-581 2424 
Fax: 071-589 9456 
Telex: 941 3498 EXECUT G 


Single bedroom £54.95 -- VAT 
Double or Twin £79.95 + VAT 


| Elegance, privacy and exceptional 
value in one of the world's most 
fashionable neighbourhoods. 
Buffet style English breakfast 
included. 


A LINBAR EXCLUSIVE HOTEL 


burden. Strictly confidential. Con- — [13 








KENSINGTON 
APARTMENT 


WITH ALL THE COMFORTS 
OF YOUR OWN HOME 
Apartments to -suit all 


close to Harrods, theatres, & museums. 
T.V, maid service, 24hr recep. Short/ 
jong lets. — Perfect for business or leisure 


SERVICED APARTMENTS 
26/27, Collingham Gardens 

SWSOHN "i. 01-835 I4 - 

Fax: 071-373 9693. Telex: 918595 ] 







- 


$92, Vant 





US HOUSING EXPORTS | 


Largest custom builder in Virginie will 
containerise and ship homes to your loca- 
tion, Many models to choosé from of send 


us your plans far bid. 


Call or write for free brochure. Northern 1 


Counties Lumber Inc, Route 50 West, PO 
Box 47, perii VA 22176; Tel: 1703) 
592.3232 (785) iia oe 





AUTHOHS WANTED 
BY NY PUBLISHER 


Leading subsidy book publisher seeks EE 


manuscripts of all types, fiction, non- 
fiction, poet 


comed. Send for free booklet, 


Street, New York NY 10001 USA 


Fully ee luxury one and wo bed. ] 


apartments. 

Quiet tree fined street close to shops, 
restaurants and tube station. Vi 
security, 


Min one week, £336 to £805 pw. Full ] 
25 0184. Fax: 071-225 1 P 
4 Ssue of new gant orzo ow 


info. Tel: 071-2 
0280. Telex: 893095, 


WILLETT HOTEL 
32 Sloane Gardens, 





Small character duh house, off Sicane | 
Square. Ali modern facilities. Full English | 


breakfast inclusive of very modest rates. 
A LINBAH EXCLUSIVE HOTEL 


Exclusive Agents 


Wanted worldwide. For high- | 


class German men's wear, 
Only well established 
companies. 


Hofra Trading GmbH | 
Wiesbadener Str. 38, D-6240 | 

Koenigstein, FRG. Tel: (0) 

6174 5029. Fax: (0) 6174 
23415. Telex: 410931 hofra d | 


Sales s Operating Leases 


Insurance » Support Package 


Management & Crewing 


EXECUTIVE JET | 
CENTRE-HEATHROW | 


‘fields Tel: 081-758 705 
Telex: 8952145. 
o Contact Neil Harrison Fax; 081-7597305 








juvenile, scholarly and | 
religious works, etc. New authors. wek - 


Press, 516 W; 34th | 


| SMALL = ERPRISE 


DEVELOPMENT 


For. everyone in small business programmes _ = 
developing countries, in banks, engine pe 


Aatéral and multilateral ues et caine Pas px 
; , education and 





| amp ondon WCIB |” 
AH OK Tet aa 438 900b d 
. Fax 3 471 62013. " : 


[ur LL 


T Licensed attomey. 
Practice limited to US 3 immigration law. 


Judith B. : ipo 
sate Main St, Westport, CT 06880. 
[oS Fax: C HABE 





| ‘sek new cients t business assignments in | : x : 
the UK and i 


Europe 


` Prepare for 1992-—The One European Market 


population 350 million 
ad ied ot a Ainan ond Ce 
P030 ISE. Eng! jana lai 


COMPANIES 


FULL NOMINEE, MANAGEMENT, 
ACCOUNTING AND 
SERVICES AVAILABLE 
FOR AN EXPLANATORY 
DISCUSSION AND'BROCHURE CALL 
COLIN FOSTER 
OVERSEAS COMPANY 
MEDIEN AGENTS LTD. 
; . COMPANIES HOUSE 
TOWER STREET 


AR TA 815548 




















ib-regi ial dinke producing company whose principal shafeholdeis are the States of Cóte d'Ivoire, Ghana and Togo 
m ed by the World Bank, Caisse Centrale de Coopération Economique, the European Investment Bank, etc is being 





y the Liquidation Committee offers for sale the Clinker Processing Plant, rélated equipment, buildings, office 
nd equipment as listed under Machinery and Equipment and Buildings below. To this end the Committee invites 
m prospective oyes This invitation is open to interested buyers who intend. purchasing the whole factory or part 


«. The Plans] is ; lócatiód at Tabligbo 80 km. north-east of Lomé, Capital of the Raol of Tog with which it is linked by good raih ` 
and ied Peer routes. E 















SEATS | TECHNICAL 
E -Raw Materials: Limestone deports are about 2.5 km from the Plant with reserves of about 155 million tons. Shale and sand are 4 
^. .foundinthe same quarry. The Togo Government is prepared to grant mining concessions in return. for a royalty. | d 
terials are carried to the plant on conveyor belts. 

| Edge Plant employs the dry process method and has a capacity of 1,200,000 tons/year with the posibiltty of extending 


factory operated f for four years. i 
inery and Equipment: 

'roduction lines 

ude BUCYRUS and WESERHUTTE draglines, POCLAIN shovels, Bulldozers, Scrapers, CATERPILLAR loaders, 
pi trucks; Sig machines, graders, tractors, etc. 

KRUPP crushing machine. 

FIVES-CAIL BABCOCK Pre-blending equipment. 

DRAGON sampling machine. ` 

POLY. Us ball-c nding mills. 





































crete Cylindrical Silos. ~ 
i TARDS! N Dosing device. 
-DOPO rehé 


OLYSIUS p ry-c ( 
Metallic: silo for dinkerstorage. ^. 
Loading bay equipment for rail carriage which takes delivery of clinker at the factory. 
Fueloifstorage tanks. — 
Stock of back up spare parts. 
Office furniture and equipment. 


uildings., 
"Prehomogenisation shed. 
Production workshops. 
Quality control a 
"Repair workshops. = Ro. | ] 
Spare parts stores. ^ mE | T" B | 
e buildings. , = ZEE 
las and. ‘Apartments | 







geecoses 









cpoweogge 


| EF : ACCOMPANYING INFRASTRUCTURE 
i ine for tiaikportitig dinker from Tabligbo to Lomé Port Terminal. 
a storage depot and facilities for loading clinker onto ships. 
cal lines and sub-station through which power is supplied to the factory. 

risin ? 
hip" "With 77 villas à club house containing 15 apartments, a restaurant and bar. 

f with 128 villas, an entertainment centre, and fields for football, basket bail and volley ball. 
rent the above facilities out at concessionary rates... l 
+ POTENTIAL MARKET | x» . 
trategi y elc se proximity to the grinding mills of West Africa and the good quality. of the clinker 
AAO à mar rketing advantage. : i 
RULES ON TENDERING 











ruplicite in both English and French. ac 73 
ours ME on 31 ist .1990, a valid tender being that marked "OFFER FOR THE PURCHASE O OFT THE ETT 
à e etae Committee at the Head orice. of CIMAQ: and delivered i in | Plain 




















OUTPUT. DEMAND AND JOBS erica s unemployment rose to 5.4% of its workforce in April, 
from 5.2% in March. West Germany's jobless rate also showed a slight increase in April, to 7.396, 
while Belgium's rate fell to 9.1%. Spain remained at the top of the unemployment league, with a 
rate of 15.896 in March. West Germany's industrial output rose by 3.796 in the 12 months to March; 
its retail sales climbed 6.196 during the same period, up from 4.396 in the year to February. Italy's 
| GDP increased e 2. 8% in the year to the last quarter of 1989. 


GNP/GDP retail sales [volume] unemployment % rate 






























































index deflated by by CPI. ** 1988. 








by 6.0% in the 12 months to March, equivalent to a real rise of 3.2%. Italy's consumer prices rose 
by 5.8% in the year to April, the first time inflation has fallen below 6.0% for 15 months. 
. Switzerland's inflation rate: PONE to A 6% in the year to Apri, down from 5.0% in March. 


i a Sten oe 














4 BRE w 5 wholesale prices* n— 

Mc | 3 mthst. oL LS mthst 1 year 3mihst — — year 

Australia —— —— - 70 + 49 72 de t 91 + 62^" — 

" Belgum — 1 1-35  X0*32 « ~ 33 + 22 i +19,5 + 5.5 o" 

< Canada + 58 + 53 va + 23 + 02 ww +B + 51 Feb 

| France — 2 $28 +94 w č —40 +12 08 + 3.9 t 41 oot O OO 

- W.Germany +40 +23 ap — 01 + 14 Mw £49 +60 mw —— 

. Holland +08 +22 — 28 — 02 m +27 + 1.5 ma 

; italy O +70 ë +60 + 54 oe — + 65 £69 x" —— 

< Japan $09. *35w ^0 *18 — *39» 30102 a —— 

Spain —  *76 + 23 + 28 n 427 +53 sn 
Sweden +205 ee +63 + 54 re t859. $99 

< Switzerland +50. +17 + 20 ma +157 + 3.6 att — 

SUKO OOOO +73 +81 ww +65 +56 uu — +104 +95 Fe 

< USA +714 +52 wx + 81 O44 Wu + 54 + 3.6 ap 


: thoury wage rates in manufacturing except Australia, weekly eamings; Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly 
- ings; UK, monthly earnings for all employees.t 1883. 


"S ICELAND is suffering its worst recession 
. sincd the early 1950s. In 1989 real app fell by 
. 9.496, and the oECD estimates that Iceland's 
economy will not grow at all in 1990. A 
- decline in the cod catch—by some 10% 
< since 1987—is partly to blame. But the OECD 
: also ticks off iceland's government for eco- 
.nomic mismanagement. During the mid- 
- 1980s, when its economy was buoyant, 
_Aceland ran a hefty budget deficit. This cut 
Rational savings and fuelled domestic de- 
- mand. In 1987 cop grew by 8.9% while 
„consumer prices soared by 19%. Iceland’s 
= government tried to curb inflation by pushing 
- up interest rates; in 1988 they reached 12% 
_in real terms. While this has undoubtedly cut 
- demand, it has also bankrupted many of the 
country's firms. Iceland's jobless rate has 
aad steadily since 1988. 





Consumer prices 


D FINANCIAL INDICATOR 


3 mthst 1 year 3 mthst 1 year latest — year ago 
» m10 + 42 +09 + 37 o 61 mw 62. 
na na +95 + 4.0 decd 9.1 w* 95 
KA +20 + 24 o +47 — 3407 0 72 we — 75. 
; 207 de +43 + 37 o — 44 + iio 9.4 ww — 100 
i. Germany + 097 *37 + 39 o 4103 + 61 we — 73a 79 
+91 +39 m 4102 +81 wy 54 re 6.2 
~77 +4 *18 + 28 o +78 —— 710r 10.8 ræ — 106 
a +30 + 47 o +40 FIOI Jan 2.0 mr — 23 
: ! na na —209 + 6.2 re 158 ma — 179 — 
— Q5 Feb na + 07 « —-113 — + 16 bec 13 w* — 13 
+06 a +19 + 28 o nil — 19 m: 06 w* — 06 
mma +03 m +24 + 21 o +42 +05 m 56 me 67 | 
O04 +10 w +21 +220 +13  *10w« — 54 52 — 


PRICES AND WAGES American workers received a pay rise of 3. 696 in the year to April, equivalent: 
to a real pay cut of 1.596 after allowing for consumer-price inflation. West German wages increased 











B Russia is “baying 
amounts of American gra 
this season and is having trouble paying for 
it; since last October it has bought 16m 
tonnes of maize and 3m tonnes of subsidised 
wheat. In the past it has always paid cash, 
but now needs short-term credit. Several 
American grain traders temporarily stopped 
sales when Russia fell behind with pay- | 
ments. The Soviet Union is thought-to have ` 

borrowed from Japan to finance its latest. 
purchases. in March it signed a new agree-- 
ment with the United States which commits it- 
tc buying at least 50m tonnes of grain during 

the next five years. if Russia was granted - 
most-favoured-nation status it would be 
eligible for American government credits. — | 




















Ali items — — 1332 $1317 4 15 —110 
Food 106.9. due +01 —98. 
industrials EC ro 


AN 150.5 — 1581 +25 -07O 
Natt  — 1416 — 1436 +28 +54 








„Metals — 172i 168.3 + 24 -198 
Alitems 104.1 1011 — — 05 —114 
Food . — , 835 807  — 19. —103 
Al 1246 — 1214 +04 —122 
_Nfa tt 110.6. 1102. . + 07 +48 
..Metis — 1345 120.2 + 03 -200 
ARhema — 771038, 1017 . 4 04, -132 
Food — 833 812  — 58 -122. 
industrials —— FPE 
| All 1243 1220. +44 -129 
Nfait. 1104. 1108 ^ 16 +27 
Metas — — 1341 — 1299 — * 12 218 
$ per oz 368.25 36950. ~ 15, — 19 
$ per barrel 1733. . 1699 + 26 - 65 









































WORLD BOURSES Share prices showed strong gains in all but two of the markets i in our abe Wal 
Street climbed 2.4%. Frankfurt's surprise rally, trimmed slightly by profit taking, still left it 5.396 uf 
on the week. Paris hit a new high for this year. The world index rose 3.9%. 


m CAPITAL FLOWS The link between cur- 
NU and Cur ath deficits i is more 























Stock price indices | | % Change on 
DUT. May 8 EE NN one one record .. 31/12/89. 
private lon ls capital (equities, bonds *May7 —_ — — oe E AE 
| and. direct investment) into America Was | omaia — 53 OT — 1E 3138 — — eo —04 — Mi 
=? ony 328 billion, last year almost $80 Belgium 60844 6599.4 5568.2 Fos 4 19  -106  - 61 T2323 
IP billion poured i in, pushing up the dollar. The | Ganada ^ 34380 40095 — 33342 +31 0 37 iea Cia Cie 
: yen is weak despite its huge current-account | France. 5676" 5576 4829 +19 +2014  —07 +07 +46 
surplus, because the net outflow of long- | WGermany 23402 24140 21515 +53 4367  - 931 +68 +90 
term capital from Japan has been even | Holland — — 1942 — 2063 — 1842 — * 14 — * 27 —- 77 TAR —-— 18 — 
i bigger, as investors chased higher yields | Hongkong 29536 30677 27382 +03 = 895 -252 t41 — * 43 — 
overseas. In West Germany, however, the | tay — —— 7922 &à— (01:3 M021 EEEE LE 2 RRC RD CR 
fet Outflow: Of capital “has. been. small | 5599... 0/00... 9. 0 LLL S LL C LL Lu a pong 
in 1988, when fears of a withholding | 9inSSPere . 75164 19001 M90 $40 n TMt 5R tea A 
except in 1 9 | South Africa 29270 3211.0 2794.0 + 44 + 16.1 — 88 +49 ~ 88t 
tax prompted German institutions to buy Spain 2791 3029 3482 125  - 81  -151  -— 60  -—08 . 
foreign bonds. In the fourth quarter of last | Sweden ^ 11717 13179 11272 +16 * 31 — -147 — - 72 -49 
j. year Germany had a net inflow of capital | Switzerland — 7547 7872 7376 +19 +07  - 90 -08 +68 
| attracted by the prospect of unification. (UK 21820 24637 21034 +30 + 27  -14  -99 -130 
i USA 27336 28102 25432 +24 +153  —27 ~07 8? 
World 4985 571.0 468.3 + 39 = 29 — —130 oc —125 -125 


m EIA EL AAAA A DAAA AAAA Malte ma anaa a anaanatae eA e aaar r ene ea ena i raaa e heei ae e e trea Metra 


MONEY Y AND INTEREST RATES The 12-month rate of growth of both measures of West orna, 
money supply slowed in March: M1 grew by 2.196, M3 by 4.396. Long-term government bond yield 
fell by half a point in Britain to 11.996; American and West German yields fell below 9.096. 
. Money supplyt NM interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
% rise on year ago Money market Commercial banks Bond yields ~. Eurocurrency 
Narrow Broad — Overnight 3 months Prime Deposits Govt Corporate Deposits Bonds’ 





[M1] lending 3months long-term 3 months 

dini Australia — 08 +197 re 1610 1505 1875 1505 1361 1470 1456 1460 
Belgium +55 +940 11.00 995 1325 965 999 1002 994 988 
Canada — 4 03 — 110 mm — 1263 1363 1475 1363 1137 1213 1325 1276 

France +63 +67 m 969 960 1050 9.69 962 10.29 9.63 — 954 

W.Germany 2. + 43 w 790 830 1050 755 8.80 8.85 819 890 

Holland +47 +140 re 813 850 1075 850 891 957 850 — 927 

Haly +98 +98 re 1225 1225 1400 — na 1211 1211 — 1175 1223 
Gemah Japan +11 +11.6 mw 694 680 713 383 728 745 725 713 
Lao REL ELLE, RSS RS, AERE NIU NEN LÀ MERCI DRESS 

Sweden na 4 96 re 1250 1335 1550 1310 1390 1492 1269 1412 
Switzerland 7.1 + 4.1 ro 868 9.00 10.88 850 666 718 913 741 

UK “+63 4175 wa 1538 1525 1600 1522 11.92 1980 1519 1385 

USA +24 4 28 w 813 829 1000 8M 8.83 962 650 951 


mm"—E————— € Sri sh rahi tai rtd Af Anh a HLTA mH aeaa saree a adra rs Aer herve m Ai R Ae EAM AMAA WATA ASU RAsAae tit AHA reheat Air 


Other key rates in London 3-mth Treasury Bills 14.5%, 7-day interbank 14.9%, clearing banks’ CON notice 4.0%. Eurodollt 
rates {Libor}: 3 mths 8.596, 6 mths 8.7%. 


mettre nag e einem ett e t mats ment irre arn earen iaaiaee eene 


$M1 except UK MO; M3 except Belgium, Holland, Italy and Sweden M2, oe piede Spain M3+-other liquid assets, UK MA Definitions of intaresi rad 
quoted available on request Sources: Banco Bilbao Vizcaya, Chase Manhattan, Banque de Commerce (Belgium), Credit Lyonnais, Credit Lyonnais Bai 
Nederland, Svenska Handelsbanken, Westpac Banking Corp, CSFB, The WEFA Group. These rates cannot be construed as offers by these banks. “New series 





TRADE, EXCHANGE RATES AND RESERVES West Germany’ s current-account surplus rose to $54.2 billion à in the 12 months to March. in the sam 
period Australia’ s current-account deficit edged up to $15.7 billion. Sweden's visible-trade surplus fell to $2.8 billion in the year to March. In trade 
weighted terms the yen lost 0.2%, the dollar 1.0%; sterling gained 0.8% and the D-mark 0.3%. 
















foreign reservest 
$bn 

 Australa —— — 005 rm — — Al — 157 ww 887 88  — 132 à 126 ur 1 133 136 
Beigum +022 0 + 17 + 39 m (116 — 1055 i 343 401 7572 450 423 109 90 

Canada ^ - 022 m + 30  . — 166 a 1047 1044 116 .. ii8 194 153 i44 128 154 
bf. ML MIS RENE UE E. AERE De CESP ea ^ $30 731 8688 ^  7A3* 250 
Germany X 66 m 47210 — 73 82w 3 18b T3 ^ i0 — 189 — 5$ "IT 1218 $06 ^ $5618 5587 

MC Im EE KE TIU Y QMGE T" T rig e re a 169  — 158 

48.2 36.4 

804 ° 979 

44.1°* 37.1 























! za 747  101* 81 
1033 143 1.70 230 188 177 217. 216 
), | 0.74 3946  — 435 











LI Soy The Eso Newspaper Lid, London England, TITEL in ee r 


There are some places 


vour business cant deal with 


an ANZ Bank. 








ry ^ 
b 
ty 


ANZ Banking Group 
has one of the world’s largest 
international banking 
networks. So there are very few 
places we can't be 
found. And with ANZ Grindlavs 
Bank, we're in over 
48 countries, covering Australasia, 

South Asia and Asia Pacific, 


the Americas, Africa, the Middle 


East and Europe. 


Le 
Å‘ 
vv 


We have around 2,300 
offices worldwide. So you'll even 
find us in markets 
other international banks ignore. 
Which means when 
vou do business with ANZ 
vou can be sure of 
dealing with the same bank 
at both ends of the 
transaction, Having the same 
financial people on 
either side doesn't just make 


> for faster communication. 


"Y 
.* 
t> 


You also get more 
^ - - 
control and benefit from local 
bank contacts as well. 


When dealing internationally, 


it pays ro do business 
through ANZ Bank and ANZ 
Grindlays. After all, 
the right network can make 
a world of difference 


to vour business. 


: ^ = "om um 
AN = Worldwide 
Sa 
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There are about 1,900 car models in the world... 
Apparently, : 
benedi eSI TE ProVideo 








COMO ascarids nea SACU naana BDUC 


andan ......................environment for the driver. 





Do all of them really do all of 4 





Missing word list: 





ergonomically sound 


unique 
generous | 


maximum 











- luxurious - 
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Saab accounts for less than one per cent of the world car 
output. 


The first Saab automobiles were designed by aircraft 
engineers. They understood that conve ‘ntional wisdom was 
not what the car industry needed. What was needed was 
innovation. 

Saabs may not look large. Yet the Saab 9000 is the only 
imported car in the USA rated ' large" by the Environ- 
mental Protection Agency. As CAR and DRIVER put it, 


Saabs are “groomed for the job of moving people and 


cargo e Hor tle ssly” 





The Saab 900 Turbo 165 


Saabs mav not look power performers. Yet, at the Talla- 
dega Inter national Speedway in Alabama, USA, three 
standard Saab 9000 Turbo 16's ran at full throttle for twenty 
davs and nights. At average speeds of 213 km/h, including 
pit stops, ibo v broke the 100,000 kilometre world speed 
endurance record. (That's two and a half times around the 
equator at 213 km/h.) 

In a Saab, vou don't buy performance at the e xpense of 
safety. Saabs ranked first in safety in virtually ever y category 
in a recent survey by the Unite d States | lighw ay Loss Data 
Institute. 

German auto, motor und sport were moved to write: "In 
snowstorms at the Arctic circle, in rush-hour chaos or at full 
throttle on the autobahn, this car inspires confidence, and 
creates a feeling of security and safety.” 





SAAB Do as this motoring journalist did. Get behind the 
wheel ofa Saab, and judge for yourself. | 


For more information contact Saab Response Service, Box 3070, S- 6ll 03 Nyköping, Sweden. Fax: + 46155-12484. 


"The real excitemen t in deep sea fishing isı 
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reparing 
breakfasts such as these, Wilfred is upho ding a principie close to his heart: that 
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‘Today, merchant banking gives you 
more power than ever before. 


Yesterday, you couldn't call on Bankers Trust to underwrite 
your corporate debt in the U.S. 

Today, you can. 

As merchant bankers, our ability to integrate this new 
service into your overall plans is unmatched. 

In the case of an acquisition, for example, we now can 
provide not only traditional bank financing, but also under- 
write your long-term debt. 

Our expanded U.S. underwriting activities will be carried 
out by our subsidiary, BT Securities Corporation. 

In BT Securities, you'll find the same skills we used to 
underwrite $6 billion in debt in Europe last year. And billions in 
commercial paper and other securities here at home. 

Our unique brand of merchant banking has always been 
a powerful force in finance. 


Today, we've put even more power in your hands. 


Bankers Irust 


Bankers Trust New York Corporation 
Because today isn t yesterday. 
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e “second amendment to 
he American constitution pro- 
ibits infringement of the right 
"citizens to keep and bear 
rms. But the Founding Fathers 

med this in the eighteenth 


ooth-bore muzzle-loaders, sa- 
, bows and arrows. These are 
ne kinds of arms which citizens 
xould not be prevented from 
eeping and bearing. 

` Does any sensible person be- 
eve that, had the Founding Fa- 


would have left the wording un- 
qualified as it is, knowing that 
“arms today would include 
emi-automatic assault rifles and 
high-powered cartridge rifles? 

. Let's agree to let anyone own 
.as many  eighteenth-century 
„arms as he or she wants, because 
"the Founding Fathers clearly 
said we could; but that no indi- 
= vidual has a constitutional right 
to own modern weapons of mass 
murder. Anyone want an épée? 
Pittsburgh ALAN SILVERMAN 





Sirn—Most Americans believe 
that gun ownership is one of 
their basic civil rights. Attempts 
to ban certain types of guns are 
frightening because they set a 
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xtury. To them, arms were. 


thers possessed. foresight, they 
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bad precedent (they imply that 
-our right is really only a privi- 


lege). A vocal minority wishes to 
ban all.guns, thinking that this 


. will reduce violence. Many oth- 
-ets believe that banning guns 


would only increase violence, by 


removing a major deterrent, 
while destroying our ability to. 


defend ourselves from it. - 
America is a dangerous place. 
Violent assault is always possi- 
ble, and few believe that it can- 
not happen to them. Our gov- 
ernment has failed to protect us 
from crime, and no longer even 
claims to try. In America the 


_only credible protection from vi- 


olence is self-protection. 

Few Americans maintain that 
gun ownership should be com- 
pletely unregulated. What many 
of us do maintain is that before 
government interferes with such 
a basic right as self-defence, it 
must show that some great socíal 
good will come from that inter- 
ference. Prohibition of assault 
weapons does not meet that test. 
Even if one assumes that the 
mere availability of weapons 
causes violent crime (which is lu- 


dicrous), banning only 296 of all 


privately held weapons, while 
continuing to allow excellent 


substitutes to be sold, is not go- 


ing to have any noticeable effect. 
Bellevue, 


Washington MATTHEW Moore 
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SiR— am happy to report that a 


. CNN poll asking whether auto- 


matic firearms should be banned 
found 7696 against the proposi- 
tion. Perhaps we have truly en- 
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the ambiguous-second amend- 
ment to preservé my right to 
own and use firearms, hoping 
never to fire a shot in anger. 


Berkeley, 


California CHARLES WARREN 
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Holy Week 


Sir-—Your Jerusalem correspon- 


dent (April 28th} makes the in- 


creasingly common mistake of 
confusing Easter Week . with 


Holy Week. The week before 


Easter Sunday is called. Holy 
Week; the following week is 
Easter Week. 

For Christians the distinction 
is fundamental. 





` Edenbridge, 
Kent A.C. JEWITT 
Past imperfect 
Sin— Your comparisons of 


South Africa to the systems of 
minority representation in Bel- 


. gium, the United States and 


Zimbabwe are invalid (April 
28th). Belgium never had to deal 
with institutional racism on the 
scale of the South African sys- 
tem of apartheid. And to the 
best of my knowledge, Califor- 
nians were never persecuted by 
the people of Wyoming. Even 


Zimbabwe's years of white rule 
were different in some respects 


to those of South Africa. 

Given the history of South 
Africa, the argument for special 
protection of whites in a new sys- 
tem of government is neither as 
convincing nor as feasible as you 
make it out to be. Perhaps whites 
in the beloved country should 
remember past actions before 
making future claims. 

Somerville, VUAYA 
Massachusetts RAMACHANDRAN 





The inevitability of chaos 


SiR— You seem to accept too un- 
critically the novelty of the “new 
science of chaos” (April 21st) 
and its applications in econom- 
ics. The notion “that minute 


effect" is | 
existing “catastrophe theory”, 
as developed by René Thom and 


EC. Zeeman (1971-72). Catas- 
trophe theory has been widely- 


applied to analyse discontinuous 


combined issue ihe last week in December and the first week i in January)! by: The Economist Dy ee Ltd. 2 
: ivarable mail to Times Printers Pte. Ltd., Times Jur 2261. Subs 
he Reano? Hover Ltd., Papiensis 


, 2 Jurong Port Road, Singapol 
deron Pot Flea, Singap 
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True, chaotic events are un- 
predictable, because they are the 
"non-linear" effects of many 


causes. But this only reflects the 


intractable fact of life, described 
by Keynes: “The inevitable 
never happens. It is always the 
unexpected.” 

Washington, 

DC ANAND CHANDAVARKAR 





Profit, not loss 


SiR— Your report on the busi- 
ness empire of Carlo De 
Benedetti (April 28th) quotes 
him as describing Olivetti as the 
only European computer pro 
ducer not to make a loss in 1989. 
This is not the case. In 177^ 
ICL, Britain's largest indigen 
manufacturer and supplier of in- 
formation technology, recorded 
an operating profit of £146m, 
13% more than in 1988. This 
was, moreover, ICL’s eighth con: 
secutive year of increased profit: 
and turnover, achieved against 
declining growth in the globa 
market place where a good num 
ber of icL’s competitors—not 
just in Europe—were experienc 
ing difficulties. 
| AODH O'DOCHARTAIGE 
London STC 





The living dead 


SiR—A street seller recently of 
fered me a magazine called Livin; 
Marxism. The title seems to be c 
contradiction in terms. 


London Peter J. DA 









Special Report No.2031 
STRATEGIC EXPORT 




























| CONTROLS | 


Hurting the East or Weakening 
the West? 


|. With the collapse of communism, | 


questions are bound to be asked about 
the future of strategic export controls. 
This Report traces the evolution of 
these controls, analysing both the US 
and CoCom systems, with emphasis on 
recent developments. It shows how they 


changes in the causes can lead to distort the markets and argues that, 


surprisingly large changes in the ` ^m 
is already embodied in ^ 


hough they may be altered, the 
pee are here to stay. 

C age: UK & Europe £160; 
x rest of World £165 


-— 215 Park Avenue South 
Es haw York, NY-10003 





















including developing and maintaining 








high-level conti 

mental organisatioi 

making oral presentations; and helping prepare briefs, pamphlets, 
and other publications for a broad audience. 

Candidates should have strong academic qualifications in interna- 
tional economics, political economy, or journalism; familiarity 
With international mic issues and with the purpose and 
activities of the IMF; a substantial number of years of experience 
n and/or public relations; and a demonstrat- 
ticulate in English matters of complexity 

dience. An extensive network or contacts with the 
a and fluency in French, German, or Spanish would be 
nadvantage. ——— i | 

The IMF offers a competitive package of compensation and 
benefits commensurate with background and experience. 

Please send particulars to: 






































ci: HME is an international organisation engaged in research, training, and information 
<c exchange on irrigation management in developing countries. HIMI's mission is to 

*trengthen national efforts in developing "countries io improve and sustain the 
briormance ‘of irrigation systems fhiroi ent and dissernination of manage- 
aoa tent innovations. IIMI's headquarters are , Sri Lanka: currently, the Institute 


, _haseight offices in Asia and Africa. = 0 050 B 
-. MMtis Seeking a Technical Information Specialist to serve as the Project Leader of a newly 













^. established information Systems Project. The Specialist will initially design and conduct 
-. .an information needs assessment that will identify national irrigation management needs 
in.two countries in Asia; conduct an international workshop to disseminate knowledge 


a - gained; assist. in the development of resources for training of and outreach to national 


-= irrigation agencies and other clients; and evaluate results, _ 

: Qualifications include a graduate degree in communications and/or a relevant scientific 
scipline; a background in information management with some knowledge of bibliogra- 
and data collection; knowledge of agriculture in Asia; and familiarity with computer 
techniques. The candidate must also possess & strong managerial track record, ariability 
to work with and manage a multi-cuitural; multi-d 


written communication skills in English. 



















Sciplinary team and excellent oral and 








PO Box 2075 
Colombo : MEI. t. 
"Sri Lanka ME : 





HMI is an affirmative action employer and does not discriminate according fo. 1. 





nati 


nality, ethnicity, Sex or religion. 





ilified professional for one of its 
developing and implementing its 
cessful candidate will be required 
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The Ford Foundation hires staff without regard to race, color, religion, 
.] national origin, age, gender, sexual orientation, marital status « 
| disability. Minority candidates are encouraged to apply 


And keen for it to work - or the 
organisation and the individual? — 

Enhance the chances of success for 
both parties. | 

Explore a GHN programme —tailo 
made and one-to-one — for that 
person. - EM 4 
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International Economics 


The Ford Foundation is searching for a senior professional in 
international economics. : 






The Program Officer will work with colleagues in planning 
developing, coordinating and monitoring progra i 
international economics. Emphasis will be on developing. 
program of grantmaking relating to economic reform i 
developing countries, Eastem Europe and the Soviet Union. 


We require a Ph.D. in economics with significant experienc 
in national government, international organizations, academii 
and/or private institutions relating to international economics 

Fluency in one or more West and/or East European languages 
preferred. as 

The position requires strong analytical, conceptual and writing. 
skills. x 
Send resume and brief writing sample to: 
Joan C. Carroll, Employment Manager. 












THE FORD FOUNDATION 


320 East 43rd Street 
[New York, N.Y. 10017 







People - the vital ingredient in making a business work. Teesside has 

_an abundance of them; a working population of 200,000 in a conurbation 
of 600,000. With a reputation for loyalty and hard work, and a tradition 
of working in industry going back over many generations. 


' Teesside's well-established industries are still very important. The area has 
one of the largest petro-chemical complexes in the world and many of the 
North Sea's oil platforms are built there - but newer industries are also 

finding the skills and capabilities they need on Teesside. Backed by the 
education and training resources of Teesside Polytechnic and seven further 

education colleges, there .is 








plentiful supply of graduates, technicians, 
. management-trained arid craft-based people. 

Teesside's rapidly-broadening economy now includes electronics, food 
` processing, | 


clothing manufacture, plastics, furniture, distribution and 








addition to well-established engineering and 


















business services, in 


fabrication operations. 





Teesside has many benefits to offe the growing didis a variety of 
premises and sites, financial: assistance, good communications, and the vital 
ingredient - a dedicated workforce, skilled in meeting your working needs. 
To find out more contact: Duncan Hall, Chief Executive, Teesside 
Development Corporation, Tees House, Riverside Park, Middles- 
pls. Cleveland T$2 TRE. Tel 0642 230636. Fax 0642 230843. 
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Capitalism's 


“HOUGH reports of communism's desc : 
. X may be exaggerated, nobody need doubt | 
| that the beast is dying. So what of capitalism, ' 
-eighteenth-century western child that | 
ns so full of life? As the only eco- | 
-cum-social system on offer, its health 
w determine the Future of Civilisation. 
| On planet earth at least, it matters. 
E tn version has S. 
material terms, it works - 4 
-weal for most of the people most of the time. 
They go out into the marketplace and, atthe — 
end of almost every year, they end up richer than they were. 
Much of this is pretty primitive stuff, made modern by tech- 
nology. Strip away the smart clothes of the businessman, and 
there is man as hunter. Ignore the vDUs and the clever mar- 
keting jingles, and there is man as trader. Every day billions of 
private decisions are made, by individuals and by firms, to 
buy, sell, save, store, invest, scrap. Each of those decisions 
links in to others, the whole lot being sorted out by the i invisi- 
- ble hand that Adam Smith lauded two centuries ago. 
The praise is still justified, because that unseen hand has 
_orchestrated a staggering increase in prosperity—and in life 
itself. The average baby born in America or Western Europe 
- in the middle of the nineteenth century could expect to live 




























for 40 years; those born this week can look forward to 76. 


.. years. Whether or not any of this material progress has in- 


creased man's happiness is something that philosophers will 
- (happily) argue over for centuries to come. That it has im- 


wed the comfort, health and security of millions of otdi- 
| maty people is a triumph that only the churlish or the pur- 
^ blind could dispute. The rough-and-tumble of the capitalist 


o marketplace i is the surest and quickest way of lifting most of: a 


Y country’ s population out of poverty: 


That does not mean the lift is troubles Things í can go 

-. badly wrong with a capitalist economy, sometimes with the — 
whole capitalist world. To create the macroeconomic condi- 

-tions for steady material progress is a task for governments, 


- and one they often bungle. Even at the level of the individual 
irm, some types of capitalism work better than others. The 
quality of management does: matter; so does the quality of 
“equipment, of innovation and yugh this is often neglected) 
- of ownership. All these fact: 
- pecking-order changes so much: why Japan came, in only two 
- generations, from a nuclear rubble to a manufacturing mecca, 
why sad Argentina slipped from being the world’s fifth-rich- 
est economy in 1900 to number 36today. —  - 













Yet, even as western societies continue to des che bless 


ings of the invisible hand, they are increasingly showing 
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“fevered, their conclusions unnecessarily masochistic. 


out with quotas and bans. 


at putting around shoulders. Wh 
around 39% today. Despite all the tough talk of the Reaga 


‘Thatcher decade, the ratio did not fall during the 1980s. 


tors help explain why capitalism’s - 
for lobbyists—to argue for special tax breaks, or for 
Spending on X because Y has got some and that isn 't fair. 


- duties" on their trade or introduce their own subsidies. 


scinething iudi less attractive. A vis 
- hand—actually, more than one—is. on 
E plas; challenging the minds and ingent 
: es decent ob pe cae One mud es me 
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dii e. cad ase may sd t he 
earth’ s P Such lines of reasoning are unnecessarily 


there are environmëntal problems ofa more hum 
which do affect society and do reduce man’s individual plea- 
sure in growing richer. | 
Most of these problems come bom a market breakdow 
that Adam Smith’s most devoted fans will understand bett 
— anybody. By making sure that prices reflect the full s 
cial, and not just private, cost of energy-burning or car-dri 
ing or waste-dumping, the grimy hand can be cleaned up. 
make the world a safer, quieter, prettier place. This is a task 
largely for governments, to supplement the market's signa 
with taxes and tradeable permits rather than blocking t t 









The grasping of the lobbyists 


The second of capitalism's visibly ugly hands is not 2 
grimy. It is nicely manicured, and good at shaking warmly 
erever you find it, tho 
basic purpose is to grab money from governments. 
more to grab than ever before: public spending in th 
largest OECD economies has risen from 29% of opr in 1! 








_ The ang about boosting public Taon is that, to 


rowing (which cis to Bieler interest rates or higher i ü 

tion, both of them resented) or higher taxes (which c 
sooner, and may therefore be disliked even more). Wh 
the outcome, an economy's productive potential is ust 
weakened. More, a bigger state multiplies the opportun 


Most of this lobbying damages economic growth. Ir ot 
tains subsidies for particular industries or Arms, which ca 
uproat in other countries, which then slap "counterv 







wing a interest rates 
o tise again. In January the 
icit in 1991 would be $100 
deus director, is cud 
















i ethe el for — : Japan, | the 










_ world’s law "€ urg zm i ) 


| d fid sp end more. As BE 
3 America’ s > budget d de 





estment ànd unstable cutren- 
cter of the world economy is go- 
The case for action oñ the deficit 





action need not invalve a big new tax, sick as a 


value-added tax—though a VAT would make sense as part of a 
new and wider-ranging tax reform. But by itself it would raise 





Unssisotafis though i it sound , Europe still needs nuclear arms 


OT T SEEMS indelicate, in the Europe: of 1990, to be inking 
-A about a new batch of nuclear weapons. Yet a new nuclear 
-weapon is at the heart of the debate about the future of the 
Atlantic alliance. It also offers President Mikhail Gorbachev 
one of the few good cards he has to play at his meeting with. 
-President George Bush in ten days’ time. Acroriym-allergic 
T people, still wondering what the difference is between a TASM 
m da SRAM(T) (relax: they are more or less the same thing), 
_asad better understand what the fuss will be about. 

The Short-Range Attack Missile (Tactical) is a species of 
-Ta enel A Airto-Surface a a n and more 
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A Abie erican. wed to o die onm of some 
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"ready + French missile may rs Sav a 
souple of years or so br "Those who want Europe to have 
some of these things use the following argument. 

© Provided the Soviet army re or less pulls out of Eastern 
- Europe, NATO will soon be getting rid of all its truly short- 
range nuclear arms in Europe—the nuclear shells that can be 
fired from guns, and its few elderly Lance missiles. It will get 
tid of them because the Soviet army is no longer there, leav- 
ing only amiably neo-democratic Thuringians and Czechs for 
the warheads to fall. on. But NATO has already bargained away 
dts: Figapericane. European missiles. R only other nüclear 















iie. "The re reconstruction er “is | 


higher interest rates than 


| Word here is credible. The more he preten 


if the bogey never materialises, those squadrons 


foot-soldiets in Europe. The ordinary American says his 
must have nuclear protection. He thinks the long-ra 
American missiles in silos in Wyoming, or out at sea in / 
can submarines, are too remote to provide that protecti 






more than is needed: a % i 
housing and medical care) woul raise $100 
extra $50 billion in taxes together with cut 
spending (less than 5% of the total) would be amp 
A petrol tax of 12 cents a gallon would raise à 
billion, and still leave petrol much cheaper in Ami 
in most other countries. Increases in taxes on cig 
alcohol, if they did no more than partially take 
recent inflation, could still raise more than $10 billio 
ever since its 1986 reforms, America has had a rather e 7 
means of raising reve nue in its personal income tax. 7 
crease in marginal tax rates from 1596 and 28% to 16% 
30%, pB de would tbe more than $40 billion a 


































Add to that total (a) machin 
the i interest-rate savings that a 













dhoigh to o dence: ae iet ‘Sadly or À 







breaking his I on taxes, the | ess b believable an 


























financial er ea will tevard hita with lower i interest 
for the voters, they never believed him anyway. —— 
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arms are bombs that tumble out of Benson most of whic 
have the same drawback as the artillery shells: they can re 
only friendly people. A range-extender is needed; for at lea 
one military reason and a double-barrelled political: on 
The military reason is that a nuclear weapon with a 
enough reach would have a powerful effect on anybo 
might be contemplating grievous bodily harm aga 
Who that anybody might be is a hypothetical question 
not a fictional one. It might be a post-Gorbachev go 
in Moscow out to make Russia a great power again 
that end assembling a nuclear-equipped army on t 
of Poland and Czechoslovakia. It might be a Muslim 
threatening to use chemical-warhead missiles against 
if Europe objected to his closing of the Gulf oilfields 
Suez canal. If Europe contains a few squadrons of 
equipped aircraft, such things are less likely to happen 











been a cheap i insurance policy. 


Shield one, shield all 


The first barrel of the political reason is that these 
weapons are linked to the hope of keeping some A 


unless the American troops in Germany are backed u 























































"The second ada is s ibat, if ‘this pelli tlie ülrimate 
uarantee of Europe's safety —the American-based nuclear 
orce—will cease to operate. The Americans might launch 
heir home-based weapons for a Europe that contains an 
merican army; they are much less likely to launch them for 
ne that does. not, The Europeans will then have to provide 


rusting French ad British to look after them or (b) the other 
ropeans agreeing to a German nuclear force. This is an is- 
> that could split the European Community. 

30 a lot depends on what Mr Gorbachev says to Mr Bush 
fashington on May 31st. What Mr Bush most wants is Mr 
yrbachev's public agreement that a united Germany can 
tay in NATO, and no fussing about a few TASMs. That would 
elp calm Germany' s de-nuclearisers and neutralists, who are 
lready causing the alliance some trouble. | 

.. The optimists believe that in his heart Mr Gorbachev 
vants a NATO-embraced Germany. The sceptics observe that 


Racism revived 





ctable politicians must take some of the blame 


IY should prejudice be breaking out, with such viru- 
lence, in prosperous Western Europe! Anti-semitism 


when social change turns people's lives upside down. It is no 
surprise to see them emerging now in parts of Russia and East- 
:ern Europe. But in Carpentras and Clichy-sous-Bois? In Flor- 
ence and Milan? Surely prosperity is not breeding contempt? 
< No. Something else is, or rather three things are. The first 
„is immigration. The West European countries most worried 
- about third-world immigration are Italy and France. In both, 
 anti-immigrant incidents are on the increase. For Italy the ex- 
-perience of being a country of net immigration is a new one; 
Be may explain some of the attacks on Africans that have 
been taking place on the streets of Naples and Florence. 
"rance has been living with immigration for much longer. In 
proportion to its population, it has in recent years been tak- 
ng more immigrants than America, though most of them 
aow come illegally. In France, according to President Mitter- 
rand, "the threshold of tolerance has been reached." 

- . He is now, creditably if belatedly, trying to raise that 
threshold, demonstrating against racism and condemning it 
in all its formis, Still, he may be partly to blame, albeit indi- 
rectly, for the recrudescent nationalism that lies behind many 
of the incidents he deplores. This nationalism, the second 
reason for the current outbreak, isa reaction to Europeanism. 
- Mr Mitterrand has made European integration the main 
policy of his administration. The difficulty in this is not the 
idea itself but the near-universality of its appeal. among 
France's mainstream. politicians. With no respectable voice 
speaking up. for la France, some nationalists have found a 
hampion i in Mr Jean-Marie Le Pen. He is a politician who 





dds rise sharply : 


almighty row with America and most of Europe." 


and other forms of racism can be expected in recessions, or _ 


essct 


lice Mt oliin may iar RA he "bug: to “offer” some 
consolation prize to liis angry generals and his distraught 
Communist party. What better prize than the prospect of a 
break-up of NATO, and what better instrument than the TASM 
issue with. which to break NATO up! | 


things Mr Gorbachev wants to hear. if most i of ner aa Soviet 5 
army pu out of Eastern doe ut the force. uy — in the 








NATO's ie sull not pour into eastern Germany T The ie Rus 7 
sians can keep some of their own men there. The West will 

help to pay for settling the rest into civilian jobs at home. 
That is the nice bit. The nasty bit is that, if Mr Gorbachev 
does seem to be trying to break NATO up, he is risking an 
That, given - 
all his other troubles, is surely the last thing he wants. . 











well understands how easily patriotism can, with a coating of 
slime, be turned into chauvinism or anti-semitism, especially 


among those most threatened by 1992 and all that—the less 


educated, the less bright, the less secure. 

In days gone by, many of these might have voted for de 
Gaulle, who gave his name to a respectable form of national- 
ism. His nearest equivalent in Europe today is Mrs Thatcher, 
who defends (English) national pride without stooping to any 
kind of racism. The cost of this is Britain’s. reputation as an 
enemy of European integration; the benefit is its ability to 
offer a home to (if not yet to receive) 250,000 Hongkong Chi- 
nese without a racist revolt. When Mr Norman Tebbit 
cently tried to rouse Little Englanders against this propos, 
Bulldog Thatcher sent the terrier back to his kennel. 


Plain words v polysyllables 


Germany provides further evidence of the benefits of con- 
taining nationalist sentiments within mainstream politics. 
When Helmut Kohl appeared—like President Mitterrand in 
France—to mind more about European unity than anything 
else, German nationalism soon found an outlet. The Republi- 
cans, a nasty anti-immigrant lot led by a former Waffen-ss 
Em took 7.196 of the votes in Germany's election to the 
European Parliament last June. In last week's state elections 
they took less than 296. Why has their support tumbled? 
Maybe because Mr Kohl's Christian Democrats have, since 
the collapse of the Berlin Wall, become unambiguous champi- 
ons of Germany— without, it should be. added, abendoning 
Europeanism or adopting racism. — . e NE 

. Neither immigration nor Européanion: how er, plains 
the rise of regionalism in northeth: Tray. When Lombard 
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tration; onda niet parties’ variety of names, ur offer a 
3 odest, and narrowing, range of ideological views. When up- 
tart politicians: come along, outspokenly 4 voicing the voters' 
omplaints, Hug quickly find a response. 


R COR VAN DER KLUGT, the boss of Philips, Eu- 
f À. rope’s biggest electronics company, has a lot in com- 
mon with Mr Mikhail Gorbachev. Lumbered with crumbling, 
yureaucratic empires, both men have been trying to revive 
em. Russia may sound the harder task, yet Philips has been 
ing to reform itself for far longer. And though Mr 
orbachev’ $ position has looked the most fragile, Mr van der 
lugt is the first to tumble. The 65-year-old Dutchman will 


a mere 6m guilders ($3.3m), 217m guilders less than in the 
same period in 1989. 

~ Such troubles will scare those who see the Dutch min 
tional as Europe's champion in a fight with Japan. Philips 
‘stands almost alone against Japanese domination of the con- 
- sumer-electronics and chip industries in Europe. Yet it is also 
. à fine case-study of the wrong way to compete. It invents lots 
of things (eg, the cassette tape and the compact disc) and used 
‘to boast in its adverts of being "simply years ahead", but it is 
hopeless at making things cheaply and marketing them. It 
outdoes even France’s car industry in its protectionist de- 
mands—with much success, notably in compact-disc play- 
ers—but it squanders the “breathing space” thus acquired. 
orst of all, its protected share-ownership gives its managers 
a chance to have the fabled “long-term view” that Anglo- 
merican firms are said to lack, yet they respond by avoiding 
hange, governing by committee, remaining fat. 


Simply years behind 

For all its procedures and committees, Philips did not know 

what was going on in its own business. Had he had an inkling, 
Ár van der Klugt might have been able to limit the damage. 

Instead, just three weeks before the profit figures were pub- 

lished, he reassured shareholders that all was well. Mr Wisse 

Dekker, a former boss of Philips and now the firm's caretaker, 


rong. Seasoned Philips-watchers think they know the an- 

ver. They reckon that managers inside the firm's vast head- 

uarters in Eindhoven, dubbed the Kremlin, have lost con- 

. No company, big or small, can afford to have financial- 
ting systems that spring surprises. | 

Were Philips an American a or British company, such mis- 








| if est ienen politiciank: had the courage, 
guage, of their convictions. - 





ie troubles at Philips are signs that protection does not pay 


tep down at the start of July, a year earlier than planned. The 
'eason: Philips’s profit collapsed in the first quarter of 1990 to- 


as launched an internal investigation to discover what went — 





anid k, are - giving way to soctakacients S peak and televi- 
sion chit-chat. Into the void step men with small minds and 














































‘management gould have made it the target of a hostile bid 


long ago. After all, investment bankers reckon Philips could 
fetch $18 billion if unbundled, nearly four times its mar! - 


Sei e ae) The company's offices worldwide may -e 
= worth a cool $5 billion. Several peripheral businesses like 


medical equipment could be sold. Philips has been unbun- 
dling itself, slowly. In April this high-tech pioneer finally gave 
up its claim to be the world's biggest maker of toothbrushes 
when it sold an American subsidiary to its managers. All this 
would be music to a raider's ears. Yet launching a hostile bid 
for the Dutch firm would be pointless. 

Philips has formidable anti-takeover ncs Last year it 

closed the only chink in its walls by creating a mechanism for 
issuing preference shares that would prevent ordinary share- 
holders from ever voting out the company's management. 
That, say supporters of continental capitalism, is how it 
should be. Safe from nasty corporate raiders, Philips's execu- 
tives are free to plan ahead and to manage their company in 
the interests not only of its shareholders but of other stake- 
holders like employees and customers. 

A protected structure is not a guarantee of disaster; it 
sometimes produces a worldbeater. The trouble is that, when 
things go wrong, as they began to at Philips in the 197^ 
protection tends to postpone change rather than stimulate - 
[n the past decade Philips has not been run in the long-term 
interests of any of its stakeholders, except perhaps its top 
managers. It has been loth to rationalise, especially in Hol- 
land, where it has been part of the landscape for almost a. 
century. Though Philips has shed 38,000 jobs over the past 
three years (17,000 by selling Businesses), many more of its- 
remaining 300,000-odd employees must go for it to prosper. © 

It would have been much easier for Philips to justify dras- 
tic restructuring to a sceptical Dutch government if it had had 
a corporate raider breathing down its neck. That is why it 
must be given no further protection now. It is also why the 
European Commission’s new proposals for creating a more 
open market for corporate control in Europe should be wel- 
comed. By restricting the use of poison pills and other para- 
phernalia, the commission hopes to encourage monsters li 
Philips to reform themselves. Only whe 
Philips show that it is nota dinosaur. : 
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Now, d the baden of four 
exciting new sub funds, the world has j just got bigger. 





EH There's the Singapore Indo-Malaysia Fund, 
which i invests in the equity markets of Singapore, Indonesia 
and Malaysia ~ three markets we have identified as offering 
superb opportunities for capital grown in the world's 

fastest growing economic region. 


NEW) There's the Worldwide Warrant Fund, which 
can invest in any of the world's major warrant markets to 
produce out- -and-out capital growth. It-is now widely 
acknowledged that warrants offer some of the world’s best 
me return/ high risk investme t opportunities. 


EW Then there” 
alles a significant income yield, together with capital 
pov from a portfolio of worldwide. equities. - 


Finally there's the World: wide: Managed Fund, 














appropriate balance between equity, fixed income and. 
currency markets for investors requiring a diversified and 
low-risk, capital growth portfolio. gi 


You can switch between these and the twelve existing 
sub funds of the Scimitar Worldwide Selection Fund as 
often as you like, and without charge. Which means you 
can now take advantage of investment opportunities 
wherever in the world they occur. 


And who better to manage these funds than Scimitar, 
with its award-winning investment team backed by the 
international resources of the Standard Chartered Group. 
Many of the exisung equity, bond and currency funds have 
produced superb returns over the past few years, winning 
several prestigious LIPPER awards for top ranking 
performance, 





funds, which runs from May 


- callin at your local branch of Standar dc 


s the Wo Idwide Income Fund, which 


|. To: Scimitar Asset 
! Standard Charter : 


which offers Scimitar's professional expertise i inchoosingan | 4 


; à To (Mr/Mrs/Ms} 


pamm nena 


LIMITED NM 


There is a fixed. price offer period for the four new sub 5 
i 14th to June 2nd 1990; with a. 
launch price of US$10 per share. So make your application: 
without delay. | 





E you would like the world : to be. your oyster, simply 5 
fill in the coupon for a Prospectus and Application Form. Or. 
ihartered Bank. | 








Remember, the price e shares an he i income from | 
them can go down as well a | gv. ron 
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an ipd ies have Ea 
a Detroit, a neighbour on the 


Great. Lakes that haar international 7 


notoriety as “Homicide City, usa.” 

Viewed from their waterfronts on the 
Great Lakes, Detroit and Toronto look 
much alike, with their tall, glassy buildings 


in the international style. The facades are. 


deceptive. Look behind them, and the dit- 
ferences between the two cities could hardly 
be starker. While Toronto has anid 
Detroit has shrunk. “Where else in the his- 
tory of the world”, laments Mr Coleman 
Young, the mayor of Detroit since 1974, 
“can you tell me of a city that has lost 50% 
of its population in less than 40 years? In 
1950 the city of Detroit was damn near 2m 
people. Today it's a little over 1m." Of that 
million, more than 70%—as against 9i in 
1950.—are, like Mr Young, black. 
>o This flight from the city of Detroit to its 


"independently governed suburbs, first by 


the white middle classes and then by black 
f ‘fessionals, has created an eerie emptiness 


downtown. Within a mile of the Renais- 


sance Centre, Detroit's landmark sky- 
“scraper, stand hundreds of handsome red- 
-brick houses. They are similar to the turn-of- 





a gentrified downtown area of Toronto 





-known as Cabbagetown, from the smells 
that came from the kitchens of the poor 
‘Trish immigrants who used to live there. Yet 
‘the Detroit houses are worthless. | 

^ They have been abandoned by their 
i cones Most have their ;rindosis boarded 






ouse squatters: the poverty-stri ken as we 
s drunks, whores, crack addicts arid. other 
‘tiff-raff. The stench of urine in the hallways 
-can be overpowering. 


The Reverend Ed Rowe's Cass Method- E E 


4st church has lovely art-nouveau stained- 
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-the-century houses that fetch $400,000-plus 


glass windows. But it stands in one of De- P 


is the Canudian city that works; Detroit is notorious as 
that doesn’t. What lessons has the one for the other? 





Cleveland P PENNSYLVANIA 





troit's worst slums. His church tries to feed 
the hungry, but usually has food enough 
only for half of those who line up at its soup 
kitchen. When his congregation bought an 


empty old tenement nearby to convert into 


19 units to house the homeless, they paid 
just $2,500—less than the cost of boarding 
the building up till the work was done. 
People commuting from downtown of- 
fices to the suburbs are careful to lock their 
car doors before they drive through such 
derelict inner-city areas. It is a sensible pre- 





by advising blacks to hang on to their gu 


“the blacks] to stop killing each other, bi 


The reason for the greater safety ud livel 






























caution. While Detroit's populatio 
fallen, its murder rate has increased 
trom six murders a year per 100,000 pe 
in 1950 to around 60 per 100,000 now 


Mayor Young has made matters wo 


until whites in the suburbs give up the 
He has justified this by saying: “I tell. the 


l'm not telling them to give up their guns 
their homes, I believe that the constiti 
provides for the right to bear arms." - 
A well-founded fear of violence 
vades every institution in Detroit. It 
main reason why the number of stud 
Wayne State University in the city de 
from 38,000 in 1975 to 28,500 in 1985. 1 
figure has. since recovered to 32 500, 
only because the university has taken dras : 
measures to reassure students and their pa 
ents that it is safe to study there. It now has 
42 police officers who patrol the campus 
three shifts a day, seven days a week. The 
police are aided by intensified lighting and 
by emergency telephones that are suppo 
to rustle up a policeman within 90 seconds. 
Police in Toronto too are kept busy; but, as. 
Inspector Gary Grant, of its inter-commu- 
nity relations unit, says, when it comes to 
violence their beat is "virtually crime-free 
compared with Detroit. 








City and suburbs | 


ness of downtown Toronto is obvious, 
population of Detroit is much:poo 
much blacker than that of its surroundin 












‘Toronto in the sun 
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_ brew. It is the commonplace analy- 
- sis, but it begs the real questions. 
' Could the decline of Detroit have 
~ been avoided? Can it be reversed? 
For some answers, turn to To- 
ronto. One thing does much to ex- 
plain Toronto's success: the enact- 
¿ment in 1953 of a federal form of 
government for the 13 previously 
independent municipalities in the 
área. The original 13 have since 
consolidated into six. They are re- 
sponsible for local affairs, while the 
Metro council handles area affairs, 
including Metro-wide planning. 
Household rubbish, for instance, is 
collected by the local councils and 
isposed of by the Metro council. 
; One great merit of this set-up, says Mr 
jhn Sewell, a former mayor of the City of 
oronto, the most important of the six 
lower-tier councils, was that the Metro 
council could borrow against the financial 
strength of the City to provide services in 
the burgeoning suburbs. With half the votes 
on the Metro council, the City had consid- 
erable influence over the development of 
he suburbs, but not outright control. The 
etro experiment quickly proved so suc- 
cessful that police and transport were added 
to its functions. 
< The complexion of the population has 
changed almost as much in Toronto as in 
Detroit. Canadians of British origin are now 
in a minority. The Orange Day parade is no 
longer the great event of the summer. Cana- 
da's liberal immigration policies have 
helped swell Metro Toronto's population to 
2.3m. Among them are at least 500,000 Ital- 
ians, 300,000 Chinese and 250,000 blacks. 
‘Mr Jack Layton, an up-and-coming New 
Democratic Party member of the City coun- 
cil, prints his election literature in six lan- 
guages: English, French, Chinese, Portu- 
guese, Italian and Greek. 
~The ethnic and racial mix could have 
proved explosive. But with Metro-wide gov- 
ernment, planning and services, Toronto 
has avoided creating the bitter social divide 
from which Detroit suffers, between an in- 
“ner-city: govern 
“municipalities of 
‘haves and have-nots, between its. 
sinorities” and its whites. - | 
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3 Good schools, busy streets : 
Metro-wide « co-ordination of the education 
‘system has given Toronto civilised schools. 













: schools too, but they are in t uburbs; the 
- city schools are mainly depr ived, like their 
upils. In Toronto both the public (ie, gov- 


- wide property taxes. Half of the property tax 
_ is earmarked for schools. Taxpayers can al- 
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Homicides per year 


E. Toronto 
et T Detroit : 


ent and the independent 
its suburbs, between its - 
Detroit has some civilised and well financed. 


hment) schools and those of the Roman | 
atholic church are financed out of Metro- _ 



















"Washington 
Detroit 


Miami 
St Louis 


New York 
Chicago 


Vancouver 
Toronto 


locate their deduction either to the public 


schools, which have about 250,000 pupils, 
or to the Catholic schools, with 200,000—a 


choice denied to American parents by the 


constitutional divide there between church 


and state. 

Decent schools have helped Toronto to 
attract and retain white, middle-class resi- 
dents. Affluent professionals, known as 

white painters”, have gentrified large 


swathes of downtown Toronto. They are an — 


increasingly muscular lobby for the sort of 
bustling but safe city that Ms Jane Jacobs, a 
long-time New Yorker who has since moved 
to Toronto, envisioned in “The Death and 
Life of Great American Cities", her brilliant 
polemic against the "sacking of cities' ' by 
post-war town planners. It was largely the 
white painters' doing that Toronto's plan- 
ners accepted the idea that busy and lively 
streets are the best deterrent against crime. 
The white painters have campaigned 
with success for mixed-income neighbour- 
hoods, mixed-purpose zoning and more “af- 


fordable" housing in the central business 
g 


district. They were influential in the citizens 
lobby that persuaded Toronto's town plan- 
ners in the 1960s that estates of public hous- 





j Homicides per 100,000 . 
| population, 1988 


EE Malo on noncptofit housing —typi- 
| cally, blocks of flats where half the 
| flats are let at market rents to all 

so | comers and the other half at 
| 





subsidised rents (usually 25% of 
the family’s income) to those who 
^1 need such help. 


| Fighting urban sprawl 
| Urban sprawl, with new suburbs 
28) stretching. out far beyond the 


boundaries of Metro Toronto, is 
forcing planners to. think hard 
about new ways of enticing more 
people to live downtown. With Eu- 
| ropean cities like Paris in mind, 
there is much talk of encouraging 
four-, five- and six- storey buildings 
along the main arterial roads, with shops 
and restaurants at street level and flats 
above. E 

Any local politician who hopes t 

elected in Toronto has to promise that ne 
will resist to the last gasp any move to build 
expressways through the city. Such multi- 
lane roads, say the city's politically active 
middle classes, destroy neighbourhoods, 
add to traffic congestion and bankrupt pub- 


lic transport (and, of course, also increase 


pollution). A powerful lobby is campaigning 
to have the ugly expressway that runs along- 
side the city's waterfront pulled down and 
rebuilt underground. It already costs $10 a 
day or more to park a car in the central busi- 
ness district. Many city residents would like 
the price to rise higher, to discourage people 
from driving to work. — — 

It helps that Toronto has the finest pub- 
lic-tranport system in North America, again 
run on a Metro-wide basis. It has trams 
(streetcars) and buses, as well as an extraor- 
dinarily tidy and reliable underground rail- 
way system. iue trams, sharing the streets 
with cars, are slow ("a $10,000 auto. ~ 
hold up a $2m piece of machinery," say: 4 
Allan Leach, the boss of the Toronto Tran- 
sit Commission), but a plan to replace them 
with diesel buses was junked because most 
people are fond of the trams. 

The 2.3m people of Toronto make an 
avetage of 220 trips a year each on the pub- 
lic transit system—a remarkably high figure 
in a city where one person in eight walks to 
work. In consequence, the system requires 
relatively low subsidies: fares cover 6896 of 
the operating costs of public transit in To- 
ronto, compared with about 25% in Detroit 
and less than 2096 in Buffalo, close by across 
the American border. Atlanta has modelled 
its new subway system on Toronto's, and 
planners from other American cities keep 
calling on Mt Leach to pick his brains. His 
recent visitors include transport experts 
from Houston, Dallas and Tampa. 

Toronto is far from perfect. The surge 
in immigration, a baidi boon and soar- 
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best-kept secrets. ac e 
Brasseries that could be the envy of Paris (on 
both the right and the left banks of the Thames). 


warehouse com ersion or buff- brick fam i ly 
on the threshold of London's 


if you prefer dim sum, forget the West 


End and point your ‘rickshaw to Limehouse, 


WSOP 
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Lm mit Me M ANRO Tire emi re 


London's original Chinatown. You'll shop in 
historic, listed buildings and sail from bustling 

yachting marinas. 

There are wine bars as modish as any in 
. Manhattan. And taverns once frequented by 

Captain Cook or Lord Nelson. With 55 miles 
of waterfront, London Docklands is a natural 

centre for water sports, (and most other 

kinds of sport). - 


But the more you look, the e 


greater the surprises, Such — 


as the dry ski slope. Riding just a canter away v 


from the City And even three farms. 


Call London Docklands on the number below 


and we'll put a wealth of information through... 


your letter box. If could easily persuade you to - 


move your own front door. 
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ing property prices have squee 
of people on to the streets to s 


controls legislated by the provincial govern- 
ment are politically popular—80% of the 
public tell opinion pollsters they support 
them—but look set to make even more peo- 
ple homeless. Baseball fans at the Toronto 
Blue Jays’ Sky Dome Stadium, so called be- 
cause of its retractable roof, are often asked 
‘to bring food along with them to help feed 
the poor. The 5,500-strong Metro police 
force needs to try harder to recruit “visible 
minorities" (it has fewer than 20 Chinese in 
ts ranks). The city's famed tolerance does 
yot extend very far toward French-Canadi- 
s: when President George Bush and Mr 
rian Mulroney, Canada's prime minister, 
ittended a recent game at the stadium, the 
pectators stood respectfully while the Eng- 
ish version of "O Canada!" was sung but 
booed the French version. 

Nonetheless, Toronto is an obvious suc- 
“cess. Its liveliness and civility are attracting a 
-growing tourist and convention trade. It has 
weathered declines in its old manufacturing 
“base, and—after New York and Chicago— 
“iş now the leading financial centre in North 
- America. Foreign money is flowing in, espe- 


"flood as the transfer of Hongkong from Brit- 


Mr Peter Ustinov, a British actor and a fre- 
. quent visitor, calls Toronto "New York run 
by the Swiss." 


= Dirty, dull and segregated 
Detroit, in contrast, is a dirty and dangerous 
« city—and a dull one, especially at night after 
.. the office workers have gone home to the 
"suburbs. Segregation of the city government 
“from the suburban goverments makes edu- 
cation, housing, policing and every other 
"service separate and unequal. Yet a system 
of federated municipalities for overall plan- 
ning and spending in metropolitan Detroit 





suburbs do not want even to co-operate with 
the city government on public transport: 
why make it easier for black criminals to 
commute?, they ask. As Mayor Young once 
said, “There are a lot of peopie in America, 
not just in this area, who believe you can 
' «desert the cities and leave them almost ex- 
.. «clusively the domain of the poor, the black 
and the aging." | 

* So there are, and that helps to explain 
why Detroit has never really recovered from 
the riots of the summer of 1967. They lasted 
five days and left 43 people dead, before 
they were quelled by federal troops and Na- 
tional Guard tanks. Before the riots, hard 
though it is now to believe, Detroit was a 
howpiece for President Lyndon Johnson's 
“great society". Its then mayor, Mr Jerry 
Cavanagh, was lionised by the press. The 
Washington Post declared that “Cavanagh 
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have failed". Look described him as ' 


leep in door- . hà | 
mayor who woke up a city". Time said he ` 


ways, on vents or in public shelters. Rent - 


“cially from Asia, and promises to swell toa _ 


“ish to Chinese control in 1997 draws nearer. - 


is not on the cards. Nor is any broadening of | 
the city’s boundaries. Many in the white 





succeeded where other big city may: 


was "restoring the heart" of Detroit. 
It was an illusion. Like the old textile 


centres of New England, Detroit, capital of « 
the American motor industry, was the vic- ~~ 


tim of industrial change. International com- 
petition, automation and relocation in the 
industry. were already reducing the 
workforces of Ford, General Motors and 
Chrysler. Unlike the New England mill 
towns, Detroit had a large population and a 
racially mixed one (over 35% black by 


. 1967). It could not hope to diversify quickly. 


The Coleman Young administration 


Dumptown Detroit 


has attempted to make things better by try- 
ing to restore Detroit's manufacturing base, _ 
and has merely made them worse. With 


promises of tax breaks and cheap land, it 
has kept bribing the car companies to build 
bigger and better plants in the city, hoping 


this would restore employment and prosper- 


ity. It is another illusion. Carmaking is no 
longer labour-intensive. The state-of-the-art 


Poletown plane that General Motors 


opened with such fanfare in Detroit was 
once the site of the Dodge Main plant. The 
Dodge Main plant employed 20,000; the 
new plant employs 3,000. | 
Nostalgia for the good old days when 
Detroit dominated the world's motor indus- 
try, and the disproportionate influence that 
car executives have on the city's govern- 
ment, have so far stopped Detroit from no- 
ticing that service businesses now offer far 
more jobs than manufacturing. Rather than 
bribing employers like GM, the city would do 
better to challenge antiquated Michigan 
usury laws that have caused Detroit's banks 
to site their credit-card operations in friend- 
lier states like South Dakota and Delaware. 


It does not help that Detroit's newspa- 







troit, and cannot count on help from the 
Republican administration in Washington. 


The city government desperately needs ev- 


ery job it can get for Detroit. So any prop- 
erty developer or industrialist who is willing 
to invest can more or less dictate his terms. 


.. Gentrification of rundown neighbourhoods 
is not a realistic option, even if the city gov- 


ernment were willing to encourage it. Few 





middle-class professionals with children will 


willingly move back into the city as long as 
the schools have low. academic standards 
and more than 40% of their pupils drop out 
before graduating from high school. 


Still roasting 

The sad truth is that Detroit cannot hope to 
change its thinking and mend its ways so 
long as it remains cut off from its suburbs. It 
is a city divided against itself, with its 
poorer, mainly black, people in the centre 
and the better-off, mainly white, people on 
the outskirts glaring at each other across the 
divide. And the well-off suburbs are mostly 
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DE All The Best Airlines 
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les just one step in the electronic tracking of your international 
express shipment, when you send it UPS 
Recognizing that your delivery is as vital to our business as it is to yours 
A point of view which happens to have made us the worlds largest package delivery company 
And, often, the most economical 
9 The UPS international network now offers express delivery of parcels and 
documents to over 180 countries and territories worldwide 

But we never forget how we will maintain your trust. One delivery at a time 

By our people taking personal responsibility 


On the ground. In the air Every step of the way 
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Unıted Parcel Service 


As sure as taking it there yourself 


For further information call Australia: LIPS/Rohlig Express * Tel. 2/6630774 or 008 252485 Brunei: UIPS/layapuri (B) Sdn. Bhd * Tel 2/42401 or 43689 China, People's Republic of- UPS) 
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Taiwan: UPS * Tel. 2/5975998 Thailand: LIPS + Tel. 2/511488! or 5112190 or 5111679 or 5114351 ® Trademark and service mark of United Parcel Service of America. Inc. of USA 


We bid farewell before tbe first glow of youtb bas faded. 





Every few years, we make a point of replacing our aircraft with the latest the industry bas to offer. In fact, our fleet is kn 
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e the youngest and most modern of any major airline in the world. But perhaps that’s not what you'll best remember us for. 
The youngest, most modern fleet across 5 continents. 








To play a fine violin tuned to perfect pitch 
is indeed an experience to savour. 

Equally an experience to savour is to be behind the 
wheel of a Volvo 760. 

The resonant growl of its 2.8 litre V6 fuel-injected engine 
with microprocessor-controller ignition. The high-performance 
tuning of Volvo's turbo-charge. 

There's more music to your ears. 

The new Volvo Multilink rear suspension system for 
superior roadholding. And the all-new Electronic Climate 
Control System. 

The Volvo 760. You don't have to be a music lover to 
appreciate its performance, just a connoisseur of superb cars. 





VOLVO 


SWEDISH FOR STYLI 





France reconquers the Pacific 


ISITORS are often surprised by Tahiti; 
not because it is paradise, but because it 
isn't. The capital, Papeete, has a parking 
problem, and prices seem outrageously high. 
But France loves it, even though last year (a 
typical one) it had to meet French Polyne- 
sia's trade deficit of $753m. You cannot put 
a price on a myth, or on la gloire of 
keeping the  Tricolour flying 
yng the palms. That romantic 
rrenchman President Francois 
Mitterrand flew 9,000 miles this 
week to attend Papeete's cente- 
nary celebrations. And this primi- 
tive pleasure was not all he en- 
joyed. Mr Mitterrand also has 
some cause to celebrate the sur- 
prising success of his govern- 
ment's policy in the Pacific. 

France's Pacific policy has 
been to stay put. Of the European 
powers, the Germans departed 
from the Pacific after the first 
world war, the Dutch and the Por- 
tuguese after the second. Britain 
discarded its numerous islands 
with the rest of its empire, grant- 
ing independence even to places 
with populations not much bigger 
than those of villages. America has largely 
withdrawn from the 2,000 or so islands it 
^^ in battle with the Japanese. 

But France has declined to give up its 
colonies, even though it was bitterly at- 
tacked for its obstinacy both by Pacific 
countries and by its neighbours in Europe. 
As recently as 1985, when something close 
to civil war broke out in New Caledonia, 
France was being branded as the villain of 
the Pacific. No longer. This is partly because 
nobody now expects the French to go, but 
mainly because France has handled the Pa- 
cific with considerable skill. 

In New Caledonia in 1988 France per- 
suaded the native Kanaks to put off the 
question. of independence for at least ten 
years. Despite some upsets, including the 
murder last year of the separatists’ leader, 
Jean-Marie Tjibaou, the deal is holding. The 
deal has also discouraged Tahiti’s own tiny 
separatist movement, the Polynesian Libera- 
tion Front, which has done little since it up- 
set tourists in 1987 by looting some of the 
posh shops in Papeete. Only a small crowd 
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of separatists turned out to show their disap- 
proval of Mr Mitterrand when he arrived in 
Pepeete on May 16th. He was so draped in 
flowers that he may not have noticed them. 

Persuasive diplomacy plus promises of 
money to the Kanak areas won the day in 


New Caledonia. In dealing with New Zea- 





Mitterrand rales lida eyes Bion the separatiats 


land over the Rainbow Warrior affair, the 
French simply used brute strength. 

The Greenpeace ship was blown up in 
Auckland harbour in 1985 as it was about to 
leave for Mururoa to protest about French 
nuclear testing there. Two French secret 
agents were sentenced to ten years' impris- 
onment by a New Zealand court after admit- 
ting sabotage and manslaughter. They re- 
turned to France before completing half 
their terms, and have since been promoted. 
New Zealand's former prime minister, Mr 
David Lange, disclosed this month that 
France had threatened to end purchases of 
lamb and butter from New Zealand unless it 
agreed to a deal over the bombers. Mr Lange 
decided that, rather than upset his farmers, 
he would bow to the French threat. 

Although France has made it clear that 
it does not hesitate to use bullying to get its 
way, it looks kindly on those governments 
that are properly respectful. It runs a sort of 
charity called the South Pacific Co-opera- 
tion Fund to help the island-states. The 
fund is not large, but a little money goes a 
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long way in tiny countries. Tonga and the > 
Cook Islands have both drawn on the fund — 
and been suitably grateful. After Fiji's coup - 
in 1987, the new army-backed government — 
was desperate for recognition. France ob- — 
liged and now has a close friendship with the — ; 
largest of the island-states. It has just set upa — 
trade mission in the capital, Suva, and its — 
commissioner talks enthusiastically of |. 
French firms selling wine and clothes to $ 
discriminating Fijians. o 

France is trying to mend fences with — 
Vanuatu, which was run by France (with — 
Britain) before independence in 1980. 
Three times the French ambassador has - 
been expelled, for seemingly triv- 
ial reasons, most recently in 1987. - 
Vanuatu has been France's most - 
vociferous critic, particularly over 
nuclear testing. The restoration 2 | 
diplomatic relations, which seems — 
imminent, may mean that the nu- 
clear battle is ending. Even the - 
French are worried that Mururoa — 
is in danger of being shaken to - 
bits, and may use the excuse of the — 
peace dividend to end testing - 
there. Only the Polynesians woulda 
be sad to see Mururoa closed 
down: construction work at the — 
testing site given work to 
thousands of islanders. S 

In perpetuating at least a bit of — 
France's once sizeable empire, Mr _ 
Mitterrand sometimes has to re- - 
mind himself that he is a Socialist. 3 
and supposedly opposed to colo- - 
nialism. Speaking to the local assembly in 
Papeete, he told his rather surprised listen- — 
ers that France had “to erase the legacy of an. 
underlying colonial past." He added, “I will -— 
help you to eliminate its last vestiges." This - 
may mean giving more autonomy to his | 
country's Pacific territories and encouraging - 
them to be a little less reliant on handouts — 
from Paris. No one believes for a moment - 
that Mr Mitterrand intends hauling down | 
the flag in Papeete. 

France's new respectability in the region - 
was confirmed when the Pacific countries — 
agreed that it could have the honour of foot- — 
ing the bill for the South Pacific Games, to 
be held in French Polynesia in 1995. France — | 
is having the pleasurable experience of con- 
sidering a Japanese request to buy a tiny - 
atoll, called Tupai, some 120 miles from Ta- _ 
hiti. Like the French, the Japanese adore the — 
South Pacific and its myths, but these days 
have no bits to call their own. In the post- 
colonial era it is not at all bad being a land- 
iord in Polynesia. 
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HE idle Japanese? Japan is thinking 
A about what kind of life it should strive 
for in the 1990s. Old workaholic habits are 
being questioned as reports trickle out from 
me government department after another 
uggesting that more of the industrial same 
mply won't do. The "how to" era—how to 
eat Detroit in carmaking, how to become 
umber one in microchips—is slowly giving 
ay to a more pensive "what for?" attitude. 
he Japanese have a word for it: yutori, the 
ost priceless luxury of all—peace of mind. 

When such seditious thoughts were 
merely the musings of academic advisers to 
vinor ministries, few of those in high places 
ook them too seriously. Lately, however, 
two things have occurred to make the gov- 
tnment and the captains of Japanese indus- 








ans, which drew attention to the enormous 
ap between Japan's wealth as a country and 
e relative poverty of many of its people. 


erful and no-nonsense Ministry of Interna- 


RITAIN has thought of a new way to 
dispose of the Vietnamese boat peo- 
ple piling up in Hongkong. It proposes to 
ask the United States to find room for 
some of them in Guam or some other 
American territory in the Pacific. Britain 
takes the view that, since the United 
States alone opposes the forcible repatri- 
ation of the boat people, it is reasonable 
that it should ease Hongkong's burden. 
At a meeting of British and American 
representatives due to be held in Manila 
on May 17th and [8th, Britain was ex- 
pected to suggest that Guam, or wher- 
ever, should take 7,000 boat people who 
have been "screened out” (denied refu- 
gee status, and thus eventual resettle- 
ment, because they have left Vietnam 
- solely in search of a better life). The Brit- 
ish note that America regards Vietnam 
| as too awful a place to return the boat 
| people to by force. By keeping them un- 
der their wing, the Americans could 
judge when life in Vietnam has improved 
enough for the boat people to go back. 
The idea isa cheeky one which Amer- 
ica is unlikely to accept. Nor would Brit- 


that it will at least draw attention to the 
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ry take notice. One was the Structural 
pediments Initiative talks with the Ameri- 


e other is the glimpse offered by the pow- — 


-How about some huddled masses? To 





ain expect it to. Britain hopes, though, - 


tional Trade and Industry (MITI) of its own 
vision for the 1990s. From the people who 
gave the world Japan Inc comes the idea of a 
more relaxed society. 

The men from Mtr! have had their vi- 


sions before—once every decade, in fact. 


For the 1960s the ministry decided that Ja- 


pan needed to become pre-eminent in steel 


and shipbuilding. And so it did. For the 


1970s the emphasis was switched to cars and 


consumer electronics; for the 1980s com- 
puter chips and information technology. 
Each time MITI officials have been there to 


point the way and cajole the stragglers. With 


the 1990s now under way, MITI wants to fun- 
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volunteers has returned home— 117 this - 
week, making 2,207 so far, with another 
1,800 awaiting aircraft to Hanoi. But 
most of the Vietnamese appear to be im- 
movable. They still have most Ameri- 
cans’ sympathy. American newspapers 
say they are housed in concentration 
camps, and rich Hongkong could do bet- 
ter. A recent article in the Washington 
Post said that Hongkong “is muddying a 
claim to have its own citizens regarded as 
refugees if the worst happens in the 199 


handover to China”. i 





Trickling home voluntarily 
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their money, and enough leisure time to 
take advantage of it. Unlike practically any 
other government department, MITI has the 
clout to honour such commitments. Under 
pressure from the Americans, ministry ofi- 
cials have allowed big department stores and 
supermarkets—with their wider range of im- 
ported goods and lower prices—to move 
more aggressively into the suburbs. Import- 
ers are beginning to receive the kind of en- 
couragement from MITI that it used to re- 
serve for exporters. 

Efforts are also being made to change 
some of industry's old workaholic ways. Ja- 
pan’s economic success has come not so 
much from high productivity (America's is 
much higher), but from long hours at work. 
Japan has one of the world's highest in- 


-© comes per person ($22,900), but its avera 


wage rate ($8.15 an hour) is one of the low- 
est among the industrial countries. To make 
ends nieet, Japanese have to put in far more 
overtime than workers in the West. Their 
employers like it that way. Because big firms 


prefer not to lay workers off and rehire 


them,. paying overtime has seemed better 


than taking on more people. 


_A year ago the government launched a 
campaign to reduce the Japanese working 
yeat from 2,110 hours to a more civilised 
1,800 by 1993. The labour law was revised 
so that the official working week (after 
which overtime has to be paid) was brought 
down from 48 hours to 40 hours. But the 
impact has been minimal, largely because 
smaller firms—providers of two out of three 
jobs—were exempted. At the time it was 
thought the extra overtime payments would 
cripple them. With.its new quality-of-life vi- 
sion, MITI intends to bring the smaller firms 
into line. One way of doing that is to swir-" 
money that MITI has earmarked in the p 
for industrial development to smaller firms 
so that they can buy the equipment needed 
to operate a shorter working week. | 

The next step is to get a two-day week- 
end for everyone. At present only one out of 


-three Japanese wage earners gets all of Satur- 


day off as well as Sunday. mim! also has plans 
for more public holidays. This year there 
will be 13. Workers’ annual holidays would 
also have to be doubled to four weeks. 

The motive for all this is not pure kind- 
ness. Japan's economy is driven increasingly 
by services and.retailing, so giving consum- 
ers more choice and more leisure means big 
business. Civil servants reckon that about 
$60 billion-worth of new. business, along 
with 790,000 more jobs, would come from 
adopting a five-day week plus 20 paid days 
off a year. Japan's new layabout generation 
looks like being busy. =. 
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For the first time ever... 





The Complete Works of 


All the novels. All the stories. All the non-fiction works. 





A Farewell to Arms. The Sun Also Rises. For Whom 
the Bell Tolls. The Old Man and the Sea. The great 
works of Ernest Hemingway are among the finest and 
best-loved books in all of literature. They are, perhaps, 
the greatest works of the 20th century 

Death in the Afternoon. The Green Hills of Africa. A 
Moveable Feast. Now all these titles and, indeed, every- 
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thing Hemingway ever wrote will be issued in the most 
luxurious editions ever — bound in leather, for sub- 
scribers only. The first complete collection ever pub- 


lished. This is history! 


Our greatest writer. 


Hemingway originated a new way of writing, lean, tight, 
taut...with no wasted words. When you read Hemingway, 
it's as if you are not reading at all. The words almost disap- 
pear. Thoughts, images, and emotions leap from the author's 
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brain to yours. Like no other writer, Hemingway transcends 
the words and transmits the experience direct. 


Introduced by famous writers. 


Every major writer of this century. has felt the influence of 
Hemingway. Now, some of these distinguished writers 


have joined us by contributing introductions to these: 


eather editions. - 
John Updike introduces The Garden of Eden and 
James A. Michener, A Dangerous Summer George Plimp- 


ton recalls Hemingway in Paris, by way of an introduc- E 
tion to A Moveable Feast. Sinclair Lewis pays tribute inan 


historic essay which precedes For Whorn the Bell Tolls. 
= William F Buckley, Jr, introduces Heming- 
. ways brilliant book on bullfighting, Death in 
-the Afternoon. Patrick Hemingway sheds 
new light on the safari he took with his father — 
the basis of The Green Hills of Africa. 


Luxurious, contemporary editions. 











Hemingway's classics are contemporary 
works. So we have given them. contempor- 


are gilded for protection and beauty. Books 
fabric endsheets and a ribbon page marker. 
The collection features both illustrations 
from original editions and newly commis- 
tors as Richard Sparks and Alan ups 
Atfordably priced. 


ishing value, made possible by The Easton 


receive the set in two shipments, yet may 


credit card. Satisfaction i is cuganices, 
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ary designs...along with the traditional luxu- ` 
rious features that Easton Press editions _ 
are famous for. Notice the hubbed : spines—. 
each title is 22kt gold. The acid-neutral pages. 


are thread-sewn, each with satin moiré H 


Sioned art by such award winning illustra- | 








Press policy of private publication. In effect; - 
each book is printed to. order. Subscribers 


pay for just one book a month charged to a - 


a Chaves Scribner IH tells 1 us that Hemingway cared: 
a great deal about’ advertising Copy —he was very 


= you what to.do T two words. We think he would just - 


The price per volume is just $38—ana Stan: ah 
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lection of 19 volumes at $38* each. The books will be sent in- A 
shipments and! understand Imay return any book within 30 days fo 


Charge my credit. cares or just: one: volume per month at $38* au. 
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A postscript. 


particular when it came.to book jacket blurbs and 
the like. We hink He ningway might look at all the. 
materials you have here, brush it all aside and tell 


Say: "Take it " 
| The Easton Press 
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dumper trucks are the largest 
operatinginfhe UK. — 

And the fact that these 
machines cost in excess of 
£750,000 apiece, demon- 
strates our commitment to 
open-cast mining. 

They operate at the 
Butterwell site in Northumber- 
land, where we're contractors 
to Britisn Coal, on the site that 
holds the UK weekly out-put 
record. 

Also in Northumberland 
we've recently won a multi 
million pound contract to work 
over a million tonnes of coal 
near Morpeth. 

in addition to coal we are 
heavily involved in mineral ex- 
traction through our Green- 
ham Group of companies 
which also supplies clothing, 
footwear, equipment and 
services to the industry. 

But keeping the business 
inthe family isn't difficult when 
teamwork and enterprise has 
made usanintemationalforce 
in four related business areas. 

In construction we are 
leading building and civil 
engineering contractors, 
designers and consultants, 

in housing our quality 
developments bring success 
in Australia, Canada, Spain, 
the UK and USA. 

in property our achieve- 
ment is due to carefully devel- 
oping a balanced, high qual 
ity portfolio. 

Andin trading we provide 
many products from videos to 
tools, and aggregates to 
ready-mixed concrete. 

These four sectors have 
made us a company witha 
wealth of resources. 

So, on the face of it, big is 
beautiful. 


For further information. piease 
contact Trevor Jones. Taywood House, 
345 Ruistip Road. Southall, 

Middlesex. UBI 2QX. Tet: 01-575 4411. 


TAYLOR 
WOODROW 
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Philippines 


A murderous start 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 





È 
Old ties, young friends 


HE long-awaited talks on the future of 
America’s bases in the Philippines got 
off to a bad start on May 14th. The day be- 
fore, two American servicemen were shot 
dead near Clark air base. The communist 
New People’s Army said it had done it, and 
promised more killings until “all United 
States bases and all American occupation 
soldiers are kicked out of the country”. 
Crowds gathered outside the central-bank 
building in Manila, where the talks are be- 
ing held, to chant anti-bases slogans (and 
some pro-bases ones), burn Uncle Sam's ef- 
figy, and be tear-gassed. Mr Raul 
nglapus, the Philippines' foreign secre- 
À served a formal notice ending the cur- 
ent bases agreement with America on Sep- 
tember 16 1991. 

It is still unlikely that America's oldest 
foreign bases will be closed down by the end 
of next year. But it is also hard to guess what 
form any eventual deal may take, when all 
the main military powers are re-examining 
their defence needs. 

Mrs Corazon Aquino's government has 
to appease the tide of nationalism now evi- 
dent in the Philippines, particularly in the 
Senate, which has to approve any new bases 
agreement. The nationalists might be satis- 
fied if there were new restrictions on Ameri- 
ca's use of the bases; the Philippine govern- 
ment already has a veto in the little matter of 
whom they can be used against. A new 
agreement might be limited to ten years. 
And, of course, Uncle Sam would be asked 
to pay more. 

The last part will be the tricky bit. Peo- 
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ple in the Pentagon are likely to argue that 
Subic Bay's near-perfect harbour, its impor- 
tance as a base from which the American 
navy can cover the western Pacific and the 
Indian Ocean, and the fact that most of 
South-East Asia wants America to go on be- 
ing the region's policeman, combine to 
make the bases' cost, $481m a year in aid to 
the Philippines, seem reasonable. America's 
Congress, though, is in thrifty mood. Ac- 
cording to the Philippines, it has blocked 
$222m in payments due this year. Ameri- 
cans are asking why they should pay more. 
They are particularly incensed by this week's 
murders. It was the American bases that 
helped to save Mrs Aquino's government in 
last December's attempted coup. 





Burma 


L aw and order 
Will stay restored 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


(EN outsiders really know what is hap- 
pening in Burma, or Myanmar as it now 
likes to be called. Foreign journalists are 
banned from visiting the country. Diplo- 
mats have to apply two weeks in advance for 
permits to travel outside Rangoon; their re- 
quests are often refused. Even package tour- 
ists, whose dollars Burma needs, are being 
turned away for the next month. The ruling 
State Law and Order Restoration Council is 
determined that the election on May 27th is 
held in as much privacy as it can impose. 
The little news that does come out is 
uniformly bad and seems to confirm that de- 
scribing the election campaign as free and 
fair, as the military rulers persist in doing, is 
a macabre joke. The state council, which 





Aung San Suu Kyi is under arrest. Her picture isn't 


came to power after the bloody repression of 
pro-democracy demonstrations in 1988, is 
using well-tried election-rigging methods. 
The three most prominent members of the 
opposition—Mrs Aung San Suu Kyi and 
Mr Tin Oo of the popular National League 
for Democracy and Mr U Nu, a former 
prime minister—are under arrest. Meetings 
of more than five people are banned. Criti- 
cism of the state council is forbidden. All 
speeches have to be vetted by a censor. One 
Rangoon-based diplomat says it is hard to 
tell that an election campaign is going on. 

A system of neighbourhood informants 
means that anyone who criticises the gov- 
ernment risks being arrested and even tor- 
tured. Amnesty International says that at 
least six military and civilian agencies regu- 
larly use 15 identified types of torture. Con- 
fessions extracted in this way supply the evi- 
dence for trials conducted in secret before a 
military commander who has summary pow- 
ers. There is no presumption of innocence 
and defendants are not given access to a law- 
yer. According to the American State De- 
partment, at least 4,000 people were ar- 
rested for political reasons last year, 

Some people who gave strong support 
to the 1988 demonstrations have seen their 
homes bulldozed before being dumped in 
malaria-infested wastelands. The govern- 
ment says this operation is part of its urban 
beautification campaign. Pedestrian bridges 
have been built over Rangoon’s uncrowded 
streets, It is assumed that their main purpose 
is to serve as platforms for soldiers firing 
into a crowd. 

The state council says that the vote on 
May 27th may take up to three weeks to 
count. The main job of the elected assembly 
will be to write a constitution on which 
there will be a referendum. This will be fol- 
lowed by an election to form a new govern- 
ment. The whole process is expected to take 











two years, during which the state council 
will continue to rule. 

What does the Burmese junta hope to 
gain from this farce? It reckons a veneer of 
constitutional rule will help foreign govern- 
ments and businessmen to overcome their 
qualms about dealing with the soldiers in 
Rangoon. Perhaps it is right. Mr Prapas 
Limpabandhu, Thailand’s deputy foreign 
minister, says that holding an election 
proves the Burmese government's goodwill. 
He has called on other governments to “give 
Burma a chance to move towards 
democratisation gradually”. Last week the 





Vietnam 


Thai government handed 60 Burmese refu- 
gees over to the Rangoon authorities, and 
an unknown fate. 

Mr Limpabandhu's remarks are aimed 
mainly at America, where the Senate has ap- 
proved a bill banning imports from Thai- 
land produced with raw materials from 
Burma. Inside Burma the presence of Amer- 
ican companies prospecting for oil, and 
Pepsi-Cola's decision to build a new bottling 
plant near Rangoon, carry more weight than 
fulminations in Washington. But popping 
in for a Pepsi is not likely to be much of a 
consolation for today's Burmese. 





Home to America, if not to Daddy 


FROM OUR SPECIAL CORRESPONDENT IN SAIGON 


GIRL called Loann, black, beautiful 

and 20 years old, has a simple dream: 
"I want to find my father and | want to study 
in America." Reality is that her father, an 
American serviceman long gone from Viet- 
nam, will almost certainly not want to be 
found, and probably does not knows of her 
existence. Instead, she will be another young 
Amerasian doomed to join America's 
underclass. 

But at least America will receive her. 
Whereas Vietnam's boat people—64,330 
last year reached Hongkong and other ports 
of “first asylum"—have only a slim chance 
of refuge in America, Vietnam's Amerasians 
have no such problems. Unlike the boat 
people, they do not need to prove they are 
refugees with a "well-founded fear" of per- 
secution for their race, religion or politics; 
all they need to show is American parent- 
age. Their faces, black, white or freckled, are 
their passports. 

However, those passports have not until 
recently guaranteed speedy passage. Even in 
1970, five years after American forces were 
sent to South Vietnam, the official Ameri- 
can view was that "the care and welfare of 
those unfortunate children" were not the 
responsibility of the American government. 
Official policy did not change until Septem- 
ber 1982, when badgering by Vietnam's 
government and America’s media com- 
bined to make the United States agree to in- 
clude Amerasians in the Orderly Departure 
Programme, which is supposed to provide a 
civilised alternative to illegal and dangerous 
flight by sea. 

The departures were depressingly slow: 
by 1987 fewer than 4,000 Amerasians and 
6,000 relations out of a joint total which 
may lie between 40,000 and 70,000. The 
main reason was political obstinacy. Viet- 
nam wanted to use the Amerasians as a lever 
to gain American aid and recognition; 
America refused to deal directly with Viet- 


nam or to make special provision for the 
32 


Amerasians. The American argument was 
that “any demand by Hanoi that the United 
States tailor its refugee laws and pro- 
grammes to suit Vietnam's preferences 
would be grossly inappropriate". The dead- 
lock remained until American voluntary 
agencies pressed the then secretary of state, 
Mr George Shultz, to announce in Septem- 
ber 1984 an Amerasian "sub-programme" 
within the Orderly Departure Programme. 
Not that it helped: in 1986 Vietnam 
stopped processing new cases on the ground 
that America had allowed a backlog of 
25,000 applicants to accumulate. Amerasian 
departures from Vietnam fell from 1,498 in 
1985 to 578 in 1986 and a mere 213 in 1987. 


They know their uncle is called Sam, anyway 
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The impasse was broken. when Con- 


gress passed the Amerasian Homecoming 


Act in 1987, allowing entry for all Amer- 
asians wanting to leave Vietnam. American 
immigration and consular officials no longer 
pretend to be in Vietnam under the aus- 
pices of the United Nations High Commis- 
sioner for Refugees; instead, they spend 
three weeks out of every four in Saigon (or 
Ho Chi Minh City, as officialdom calls it), 
interviewing 2,000 Amerasians a month. 

They come from all over Vietnam to 
stay in a new, American-financed centre just 
outside Saigon, and have an interview that 
usually lasts no more than five or ten min- 
utes. Three months later, assuming they 
pass a medical examination, they can be on 
their way to the Philippines—with their 
mothers, adoptive fathers and any half- 
brothers or half-sisters under the age of 
21—for six months of English lessons and 
other preparation for America. This year 
some 15,000 Amerasians and their relations 
should reach the land of their fathers. 
theory, a tragedy that is numerically finie 
should be resolved within two years or so. 

How happily is another matter. Most 
Amerasians are poorly educated, and de- 
spised in Vietnam as the half-caste offspring 
of prostitutes and foreigners. Loann, who 
scrabbles together a living by selling ciga- 
rettes on the street, considers herself 
unmarriable in Vietnam. Since even the 
youngest Amerasian is 14 years old, with 
much of his or her potential already wasted, 
the suspicion is that migration to America 
will merely offer a better class of misery. 
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VVHAT WE HAVE IN COMMON 
IS UNIQUE. 


In a competitive environment 


where efficdency counts, aircraft 
commonality has become an important 
Issue 
Airbus 
applied to the A320/A321, A330 and 


A340 provides all these aircraft with 


fly-by-wire technology 


identical handling characteristics. Flight 
decks are virtually identical in layout and 
instrumentation; systems are designed 
using exactly the same philosophy 

The unique result is Cross Crew 
qualification across this 150 to 350 seat 
new generation family. Only Airbus 


Industrie can offer this 

The benefits, derived from a Cross 
Crew qualification between such 
differently sized aircraft, are enormous 

Difference Training courses lasting 
days, replace Full Type Rating courses 
lasting weeks 

Unprecedented aircrew mobility 
between aircraft types 

Stand-by — and other non- 
productive time substantially reduced 

All this 


productivity while easing scheduling and 


increases aircrew 


reducing overheads. 


The bottom line is a saving per 
aircraft of $250,000 to $400,000 every 
year. The same as you would achieve: by 
further reducing the fuel burn of these 
already fuel-efficient aircraft by a 
massive 10% 

This is just one of the ways Airbus 
Industrie reduces airline costs by 
employing 


simplify complex tasks 


advanced technology to 


7 AIRBUS INDUSTRIE 





Keep Your Fine 
With Reute 


The logical format 
Set up your own displa 
and see exactly the 
information you want. 















Beyond numbers = ART: d 
Money 2000 lets you 

set up tick charts to 

track currency movements. 


Jev= BID TIC 


Power windows 

With Microsoft Excel, 
you can use powerful 
spreadsheets to analyse 
live prices. 
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Dollar ($) Based Cross Rates 
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One day, all money terminals may work this displays to help you see the market the Way you 
fast, show you this much, give you this control. ^ want. A click of the mouse can put the acclaimed 





One day. Microsoft Excel" spreadsheet to work on live data, 
Today, only Reuter Money 2000 gives you for instant charts and analyses. 
this faster, broader window on the world of So now you have a choice. You can wait for 
money. Money 2000 updates foreign exchange, other terminals to catch up, or you can get 
money market and financial futures information Reuter Money 2000 and get ahead. 
second by second. And for real speed in the (ess Ore eter EU 
dealin Reuter M 2000 puts th To leam more about Reuter Money 2000, — Betty Wong 
g POUN euter À oney puts tne N visit us at World Forex 1990, Copenhagen, Reuters South East Asia Lid. | 
information you need, in the form you need it, or send for a free informative brochure. 5/F Gloucester Tower 
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Experts in quality distribution. 


There's a world of difference in the 
quality manner in which Canadian 
National Railways handles your 
shipments... based on know how and 
an attitude to do it better. 

Our quality approach to freight distri- 
bution covers a whole range of services 
specifically designed for overseas 
customers, from specialized port 


technology for tracing and manage- 
ment control. 

Our network gives you easy access 
to major markets in Canada and the 
U.S. industrial heartland, with 
strategically placed high-tech 
intermodal hubs and auto compounds. 

CN is committed to giving your 
business the edge in North America. 


facilities, inland terminals and train Our commitment begins with quality 
services to sophisticated computer service second to none. 


For more information on Canadian 
National, write or call for our brochure: 


Peter S. «— 

General Sales Manager — Europe, 
Southeast Asia & Australia 

17 Cockspur St., London 
England SW1Y 5BS E 
Tel. (01) 930-2150 

Telex 21404 

Fax (01) 839-6198 


Hosen C NON nmi 
, Antwerp, Paris 














WASHINGTON, DC 


€T NISAPPOINTIAN 
ministration - 
about the results of 
wards China. Presider 
gun to "express a ce 
that his friendly approach to the men whose 
tanks ran down students in Beijing a year 
ago has not persuaded hem to behave bet- 
rer. There are scattered signs that the ad- 
inistration may be ready to change course, 










$a senior ad- 


" also, has be- 
isappointment" 








"bringing new pressure to bear on China's 


leaders. 


Indeed, gentle pressure has already be- 
gun. On May 12th Mr Bush signed a procla- 
mation commemorating those who died in . 
Tiananmen Square and urging the Chinese: 
government "to respond positively to the 
fundamental aspirations for bus exe 0s 
pressed in last year's demonstrations." On : 


May 15th China cancelled a $550m contract 
for modernising its F-8 fighters—a contrai 


that had been suspended since last year. But ^ 


a much bigger economic weapon is now in 
American hands. 

The administration has so far not said 
that it will renew China's most-favoured-na- 
tion (MFN) trading status when this expires 
on June 3rd, the portentous eve of the anni- 
versary of the crackdown. lt believes that its 
hesitation has already borne some meagre 
fruit in the recent lifting of martial law in 

Tibet and the release of 211 political prison- 
s. By not announcing its decision on MEN 
status until, at a guess, May 23rd (when Mr 
Richard Solomon, the perd secretary of 


state for East Asia, will testify before Com- - 


gress), it is hoping to win more concessions. 
. The decision on extending MEN status is 
the president's. 


z president to grant MFN status to communist 
countries only in exchange for their liberali- 
-sation of emigration policy. These rules, 

part of a vine bid to persuade the 
- Soviet Union to let its Jews leave the cour 


try, have been followed selectively: China 











- has MEN treatment; the Soviet Union still - 


has not. If Mr Bush is to renew China's sta- 
tus, Congress must approve. If it does not, 
he can veto Congress's disapproval. In the 
.. last resort, Congress would have to muster a 
~ two-thirds majority in both Houses to deny 
— the president his wish. That is unlikely. 

China has enjoyed MEN rank since 1980. 
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But the Jackson-Vanik - 
amendment to the 1974 trade act allows the - 


Without it, punitive tariffs would be a 
on China's exports. The average tariff, ac- 
cording to the Us-China Business Council, 
would rise from 9% to 50%. For example, 


Teenage Mutant Ninja Turtle toys; made in - 


China by a Hongkong-based firm, would al- - 
most double in price. Tariffs on c clothing - 
would rise tenfold to 6096, 


The steadily expanding trade between: the 
United States and China— $18 billion last 





~é. 


. year, two-thirds of that Chinese exports 
^. —would contract by about 30%. By more, 
: E. say: the Chinese. 





This year exports to the: Jnited Sats 


are running so far above imports that the 


American trade deficit with China might 


-reach $11 billion, second only to that with 
Japan. That might seem to suggest that revo- 


ation of MEN status would appeal to protec- 
ionists, especially since China's exports to 


the United States consist mainly of toys and 
clothes, rather than any. vital high-tech | 
goods. But pens ng would suffer r most. 


E bass to China. 


. status. "China cannot be hit withou 


on toys to 7096. 











About 7096 of China's exports 

Hongkong, which would lose som 
lion-worth of trade a year, with im 
effects on business confidence the 
900 American companies do $6 | 
worth of business in Hongkong, mo 








` Little wonder t that Xi ar x 



























e Hille to-secure ake sale: fC C 


Hongkong," said Mr John Kamm of 
Chamber of Commerce to peor the pi 


more esi dun Hongkong." 
M uds is a curious extra in 


tb | 'saves" ' MEN status for Chi : 
a bold demonstration of the Britis ny 
political value to the Chinese governm 
and will therefore strengthen Hongkong 
Ne of being Picea decency oy it after 
i | 

TARE s argument is gaining adlier- 
ents. Several p pec ple e who criticise the admin- 
istration’s. cosiness: with the Chinese lead- 
ers, such as Mr Winston Lord, a former 
ambassador to China, agree that it does not. 
make sense to punish Hongkong's business- 
men and American consumers-—not i 


























heir MER ate nun he ren 

eaders of Guangdong, Hongkong's neigh- 

: nes province—by stopping trade with 
C ina. 


Most congressmen have still to make up. 


their minds. Yet the chances are that few 
will vote to revoke MEN status outright. They 
realise that this would drive China into fur- 
her sullen isolation and, at the same time, 
nflict a good deal of pain on American busi- 
ss. Representative Nancy Pelosi is im- 
pressed by the argument that revocation is a 
weapon that, once used, leaves America 
with little leverage. So she and many others 
would like to make the renewal conditional. 
presentative Peter Kostmayer is introduc- 
ng a bill that would renew MEN status for 
only six months; he hopes to persuade the 
idministration to follow the same path. This 
would put China's leaders on probation, 
coaxing them to better behaviour. 
. What would "better" mean? Sugges- 
tions include the freeing of political prison- 
ers, the lifting of censorship laws, freedom 
< to hold meetings, letting the dissidents who 
- have taken shelter in the American embassy 
-leave the country. Mr Lord would like the 
` administration to link the announcement of 
< renewal to a series of less friendly gestures: a 
- tribute to the students who died; a meeting 
"between Mr Bush and Chinese students in 
: America; reaffirmation of the sanctions al- 
seady in place (on exports of technology and 
an World Bank loans); support for Taiwan's 
- application to join GATT; a promise to take 
“whore immigrants from Hongkong; more 
money for the Voice of America to over- 
eome jamming by China. 


The argument over China policy is | | 
-strikingly different now compared with five. 
months ago, when many congressmen were ` 
prepared to vote against the president on. — 
-extending visas for Chinese students in ^ 
America. Now a chastened administration _ 
has moved closer to a firm line, and a calmer . ~~ 


Congress is balking at a serious economic 


can policy, as they have already done in the 
public eye. While friendly Russia waits for 
ep privileges (there are now rumours that 
these could be further delayed because of 
Lithuania), hostile China has had them for 


Sa 










IAT makes the hold-up so ab- 
V surd is that Congress is perfectly 
well-disposed to give Panama and Nica- 
ragua the emergency aid that President 
Bush asked for in January ($500m for 
- Panama) and in early March ($300m for 
Nicaragua) The cash—a chunk of un- 
spent defence money—is available. Yet 
neither Panama nor Nicara- 
gua has so far had a cent. 

The division of power - 

between Congress and the 
| administration makes a 
. dog's dinner of the foreign 
aid programme, one of the 
trickiest of all the regular 
. bills to get through. But in 
this particular case the ba- 
sic argument for giving the 
| new presidents of Panama 
and Nicaragua a special dol- 
 lopofaid has never been se- 
riously challenged. 

The reason for consen- 
sus is simple. The United 
States, having helped Mr Guillermo 
Endara (directly) and Mrs Violeta 

| Chamorro (indirect! y) to take power 
| -from undemocratic regimes, and having, 
Re in the process, damaged the economy of 
~ both s with sanctions and mili- 
tary intervention (again direct or indi- 
rect), feels duty-bound to help its bank- 
rupt protégés to repair the damage. 
- Mrs Chamorro, in despair at the de- 
| lay, asked Mr Bush for a $40m emer- 
gency bridging loan. He had to say no, 
repayment was too problematical 
stead, he urged Congress to. hurry up 











E | ; with. the, delayed $300m. This is sup- 









e to be spent on economic deielop- 
: ment, farm supplies and the > resettlement 









ning out. of 
food in tl cir camps. The Panamanian 
| mönéy, rimmed to $420m by Congress, 

ds partly compensation for the battering 
ks iis by the American. invaders in 








3 7 2 Mr Toni Foley, the Eid of the 
|^ House of Representatives, assured the 


-president that he would see the aid 
| through the House. And so he did, in 

time. Some members thought the new 
- democracies in Eastern Europe should 





^s -Mr Bush is lctans to allow Chi aand 
- the Soviet Union to swap places in Ameri- 





She has to wait 


n Trance rr enr 


recently, the term Tiananmen Square Du 
entered the American lexicon as a synonym 
for massacre. A radio announcer recently 
described a baseball pitcher's performance 
as “his very own Tiananmen Square”. 





When congressmen say manana 


have first bite at any spare money; other 
(Democratic) members wanted to tie the 
appropriation to a stricter look at the 
military help that will be going next year 
to El Salvador (see page 52). But, rela- 
tively speaking, the aid breezed through. 

Its passage was much rougher in the 
Senate. Mr George Mitchell, the major- 
ity leader there, said it 
would be nice if the admin- 
istration sorted out the for- 
eign-aid mess, established 
priorities and showed how 
the one-time infusion of 
money to Panama and Nic- 
aragua fitted into a long 
term strategy. All that made 
sense: only Mr Mitchell's 
timing was at fault. 

Then some liberal sena- 
tors decided that, since Mr 
Bush. was keen on getting 
- the aid bill through, they 

- might sneak in an unrelated 
favourite of their own: a | 
provision that would allow Washington, | 
DC, to pay for abortions for impover- 
ished women out of local taxes. Conser- 
vative senators, not to be beaten at this 
game, introduced a provision that would 
allow Washington courts to impose the 
death penalty for drug-related murders. 
The Senate struck a bargain and passed . 
the bill with both amendments. 

Now for the next stage. The Senate, 
like the House, allotted $720m to Pan- 
ama and Nicaragua. But this money is all 
part of a supplemental appropriations 
bill which provides additional lumps of 
money to keep government programmes 
alive until the 1990 fiscal year ends on 
September 30th. The snag is that the 
Senate set this extra money at $3.7 bil- 
lion and the House at $2.4 billion; the 
difference has to be ironed out “in con- 
ference”. Further delays may be caused 
by members who remain unconvinced 
that the administration is prepared to be 
stern enough about El Salvador. And un- 
less the abortion amendment is stripped 
away, Mr Bush, however keen he is on 
paying America’s dues to Panama and 
Nicaragua, may yet veto the whole bill, 
aid and all. | 
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Hot air, cold fear 


WASHINGTON, DC 


HE headlines that followed this week’s 

report of the President's Commission 
on Airline Security and Terrorism— better 
known as the Lockerbie commission—were 
predictable. They concentrated on the rec- 
ommendation that America should con- 
sider pre-emptive and retaliatory military 
strikes in response to terrorist acts. Only 
this will check terrorism, the commission 
said under the heading "National Will". 
There was hackneyed talk of "zero toler- 
ance". Absolute proof of involvement in 
terrorism might not be needed to justify mil- 
itary action. Nobody explained how targets 
should be selected or the terrorists pin- 
pointed—nor what exactly distinguishes 
one man's pre-emptive strike from another 

an's terrorism. 

The administration, which has not yet 
delegated foreign policy or military strategy 
to ad hoc commissions, reacted to this rec- 
ommendation with sensible caution. The 
suspicion is that the sabre-rattling was put in 
partly to placate relatives of those killed 
when Pan Am flight 103 was blown up over 
Lockerbie, Scotland, in December 1988. It 
was only after intense pressure from families 
that President Bush set up the commission 
in August 1989. 

The more significant part of the report 
concerns airline security. The report implies 
that the Lockerbie disaster might have been 
prevented had baggage been properly dealt 
with. The Lockerbie bomb was contained in 
an unaccompanied suitcase that was proba- 
bly loaded at Frankfurt. At both Frankfurt 
and Heathrow, Pan Am ignored a written 
rule of the Federal Aviation Administration 
that unaccompanied baggage should be al- 

'awed on to an aircraft only if it has been 
hysically searched. 

Pan Am says it had oral approval from 
the FAA to load transferred baggage without 
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checking whether it matched up with a pas- 


senger, so long as it had been x-rayed. The 
FAA denies this. In any case, X-raying would 
not have shown up the Semtex plastic ex- 
plosive that was used in the bomb. 

Pan Am’s failure to follow FAA rules per- 
sisted for months after the bombing. In June 
1989 one FAA official wrote that “all passen- 
gers flying out of Frankfurt on Pan Am are 
at great risk.” Pan Am’s response follows a 
time-honoured tradition of admitting past 
mistakes but insisting that all is now well. 
The FAA now says Pan Am’s security opera- 
tion at Frankfurt is a model of its kind. 

The FAA itself, criticised by the commis- 
sion for being reactive (one commission 
member said its record was dismal), has 
adopted the Pan Am defence. Conveniently 
the FAA official in charge of security, Mr 
Raymond Salazar, was transferred by his 





The north-west 


Dreams of Pacifica 


SEATTLE 


ANADIANS have long suspected that 

Americans would cheerfully cart off 
anything that was not bolted down if they 
could find the room for it. But in Blaine it is 
the Canadians who do the carting. At week- 
ends thousands of people from Vancouver 
descend on Blaine’s grocery 
stores, drink shops and petrol 
stations, loading up with goods 
that cost up to 40% less than 
than they do at home, even 
when duty is added. Last year 
some 4.2m ians came 
into the United States at 
Blaine and Sumas, pushing this 
area ahead of Detroit and Ni- 
agara as the busiest border 
crossing between the two 
countries. 

The visitors do not stop at 
Blaine. Whatcom County, 
which shares a 90-mile border 
with British Columbia, has 
seen a rush of Canadian dol- 
lars in the past year as entre- 
preneurs snap up low-priced 
land and take advantage of 
lower taxes and cheaper hous- 
ing and labour to open fac- 
tories and warehouses. More 
than 80% of the visitors at the 
nearby Semiahmoo resort are Canadian. 
The Bellis Fair shopping centre, north of 
Bellingham, draws 40% of its customers 
from British Columbia. Mr David Syre, the 
developer of Bellis Fair, describes Whatcom 
County as the canvas he paints on (Canadi- 
ans, presumably, are the paint). 

Some of the people living in the area 
complain about crowds and rising prices. 
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CAN SURVEY 


boss, E E Biser, a week before 
the commission's report came out. Mr Busey - 
promised lots more monitoring, research 
and spending. He will consider wider notifi- 
cation of terrorist threats against specific | 
flights, though this carries the danger of en- 
couraging them. e 
More spending is not always sensible. - 
The FAA wants airlines to install 150 thermal - 
nuclear-analysis devices that can detect plas- — 
tic explosives at a total cost (which would be - 
passed on in ticket prices) of $175m. Two - 
are already in operation at Miami and New 
York. Yet the commission says the machines. 
cannot spot the small amounts of Semtex 
that were used in the Lockerbie bomb. Pas- 
sengers will put up with the most frustrating - 
delays for the sake of security. But it seems - 
rough to make them pay for something that. 


does not work. 


But ambitious ideas for drawing British Co- — 
lumbia and Washington state closer to- - 
gether were floated at a recent conference in 
Vancouver. Among the ideas: a high-speed 
train between Vancouver and Seattle; joint - 
marketing of the region to promote tourism 
and trade; the abolition of bor- 
der checkpoints (two-mile — 
queues create delays that — 
would have made guards at the 
Berlin Wall blush). . Already, | 
nearly 1,000 software firms 
have joined forces to market 
their goods and services. And 
next month oceanograp hers 
from British Columbia will be 
deploying exotic side-scan so- - 
nar developed by a Seattle 
company, one of several cross- 
border businesses in marine- 
technology. A 

Seattle and Vancouver are 
near-carbon copies of one an- 
other: harbour-based cities- 
ringed with mountains. But 
both possess formidable civic 
egos. Their port authorities. 
and business cultures tend to 
be clannish and parochial; i it is 
difficult to imagine a union be- — 
tween them. Despite the - 
American-Canadian free-trade agreement, d 
huge differences remain between the two 
country's banking systems, antitrust rules 
and product standards. 

Simply reconciling the interests of two 
timber giants, Weyerhaeuser and « 
lan Bloedel, would defy Solomon. British 
Columbian retailers have already sued Ca- _ 


nadian customs authorities in the hope of — 





forcing them into fussier inspections, which 
would make hops into Blaine for a loaf of 
bread more of a nuisance and stem the flow 
of Canadian dollars to Yankee shopkeepers. 
Yet Vancouver and Seattle are ideally 
placed to profit from the Pacific Rim, should 
that concept ever prove more than market- 
ing consultants hyperbole. Together the 
two cities are the epicentre of a vast region 
of geographic affinity that extends from 
Mendocino, California, far up the British 
Columbian coast. lt has nor, as yet, got 
many people but those who are there are 
mostly well-off. Some have even coined a 
name for this hypothetical entity: Pacifica. 








New York hospitals 


| ost weekend 


NEW YORK 


T FIRST sight the psychiatric emer- 
gency room at Bellevue hospital on 
Manhattan's Lower East Side looks like a 
waiting room at a bus station. One differ- 
ence: Bellevue, like most New York hospi- 
tals, is already full, so people can wait in the 
emergency room for two days or more. Re- 
cently 47 patients spent the weekend there. 
New York's hospitals are a nightmare. 
Bed-occupancy rates in medical and surgical 
wards as well as in psychiatric ones hover 
around 10096. Patients awaiting admission 
clog the corridors. Lagging pay has led to 
staff shortages, especially of nurses, so some- 
times the rare empty bed cannot be used. 
Despite being full, four-fifths of the city's 
hospitals are running operating deficits. 
Though private hospitals suffer from these 
pressures, the public hospitals, such as Belle- 
vue, feel them most intensely. 
New York city has the world's largest 





Now, what are you signing away? 
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municipal hospital system. It has 10,000 
beds in 11 acute-care and five long-term in- 
stitutions, dealing each year with some 

60,000 in-patients and 3.7m out-patient 
cases. Three-quarters of its cash comes from 
Medicare and Medicaid, the federal and 
state health-care programmes for the old 
and for the poor, and from private insurers. 
The rest comes out of the city's coffers. Un- 
til the 1980s the system was widely hailed as 
the country's best and most generous; it still 
has some of the most dedicated staff. It 
teaches one in seven of America's medical 
students their trade. 

What has caused its nightmare? Not, 
this time, the growing army of the old: the 
upsurge has been in young black men. Belle- 
vue reckons that three-quarters of its pa- 
tients are black or Hispanic, and two-thirds 
are men. AIDS, drug abuse and mental illness 
are the new problems. New York looks after 
a quarter of the country's AIDS cases; by 
1994 they may need another 2,400 beds. 
The city now has an estimated Im people 
who use either heroin or cocaine. 

Recurrent cost-cutting has made things 


worse, When bed-occupancy fell below 8096 


nubem = 
^ — 


in 1982, the authorities grabbed the chance 
to cut the number of beds. Some 1596 of ca- 
pacity vanished in the next five years, even 
as demand was growing. In 1987 the state 
introduced a new budgeting system that 
paid a fixed cost per case regardless of com- 
plications. Private insurers, federal authori- 
ties and the city are ever on the lookout for 
ways of reducing the swelling amount of 
money that goes on health. And one New 
Yorker in five has no health insurance. 

The main troubles are outside the hos- 
pitals and their financing. The proportion 
of New Yorkers classified as poor has risen 
from 1596 in the mid-1970s to 2596 today. 
Long-dormant diseases such as tuberculosis 
have reappeared. The number of homeless 
has shot up. An inquiry at Bellevue found 
that 4096 of the in-patients were homeless; 
for patients in psychiatric wards, the figure 
was 7096. Care outside hospital can be hard 
to get. Health-care centres have been cut 
back. And since Medicaid, the programme 
for the poor, pays only $11 for a visit to 
doctor, a survey of ten poor communities * 
with 1.5m people found just 22 full-time pri- 
vate doctors below retiring age who were 
willing to take Medicaid patients. 

The result is that patients wait until they 
are really ill before seeking treatment and 
then go straight to hospital instead of look- 
ing for primary care. Once in hospital, doc- 
tors are unwilling to discharge quickly peo- 
ple who are homeless or have no family 
doctor. So lengths of stay, which fell con- 
tinuously until the mid-1980s, have since 
risen. Indeed, though the wards are full, che 
yearly number of patients treated in New 
York's hospitals has actually been declining. 
Financial incentives aggravate the over-use 
of hospital facilities: more generous re- 
imbursement from insurers and the state for 
hospital than for primary-care treatment, 
higher pay (and status) for hospital doctors 
than for neighbourhood ones. 

It is primary care that most needs tk- 
money and staff. The municipal hospital sy 
tem recognises this by calling for a “commu- 
nity-oriented health-care system”. Transla- 
tion for those waiting in the psychiatric 
emergency room: you may be hoping for a 
hospital bed, but you would be better off if 


you could get treatment at home. 





New York’s racialism 


All for the price of 
a lime 


NEW YORK 


OT before time New York has seen a 
backlash against the “community lead- 
ers" who engage in confrontational racial 
politics. It came as a tense city awaited the 
verdicts of deadlocked jurors in the 
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ia break on "Máy 14th 
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During t 
h a teacher ind 
about 30 black pupils from a Brooklyn high 
school defied a 15-week-old boycott to shop 
at a store run by South Korean i immigrants. 
They braved pickets shouting such epi- 
thets as "Uncle Toms’ and “Oreos” (bis- 
cuits that are black ‘outside but white in- 
side). The teacher d McCray, was 














subsequently scolded by the police and his 
headmaster fc z the children's safety 
at risk. Mi also received threat- 
ening calls. Yet, however fool- 
h gesture provided a gleam in an - 





od of racial attacks and abuse. 
boycott started in January when a 


middle : ged Haitian woman claimed that 


iil Red Apple s store in the Flabush 






She is seeking compensation 


; gynaecologist, chiropractor and gen- 


eral practitioner, and for pain and suffering. 
Up to 500 pickets have stationed themselves 


each day outside the shop; Church Fruits, 


another Korean-run shop actoss the. street, 


is also boycotted. 


The Haitian immigrant’s story is in - 
sharp variance with the account of the inci- 













White v black, black v Asian ` 


dent given by the manager of the Family Red. 


Apple. He says that the woman threw a veg- 


-etable at his cashier after a dispute over the 
cost of the bananas and limes she had 
bought, and then when he intervened yelled 
"Chinese (expletive) get out of the coun- 





.” The shopper, he says, fell on the floor. 
hat is not disputed is that police were 


2 called and that the woman was taken to hos- 
< pital, treated and sent home. 


This incident has combined with an ap- 
parently related attack by black youths on 
Vietnamese men whom they mistook for 
Koreans, and with the concurrent trial of 


—. white youngsters accused of the murder of a 


l6-year-old black boy, Yusuf Hawkins, in the 


— Bensonhurst neighbourhood in Brooklyn 
^. last August. 


All three have provoked 
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neighbourhood in Brooklyn, and then as- 
: | shen de refused to let them exam- 


à ges, for bills from her psychia- - 








inflamatory comments T black extrem- 
ists. Prominent among them are Mr Vernon 
Mason, who recently called New York's 
black mayor “a Judas", Mr Sonny Carson, 
who proudly labels himself "anti-white", 
and the flamboyant Rev Al Sharpton. 

It is the tactics and polemics of such 


-black activists that the pupils of Erasmus 
Hall high school rejected when they staged 
their brave little shopping trip. Yet racial vi- 
olence looks set to continue, even though - 


most New Yorkers are just as fed upas the 


schoolchildren are with the extremists— - 


and with the television services that give 


them so much time. 





Arizona 


: eor ia blican 
brawl 


PHOENIX 





NUM? R promises to bea Vor affair i in 
Arizona this year, and not just in the 





; desert. Five Republicans are competing to 
be governor, including Mr Evan Mecham, 


the foot-in-mouth conservative ex-governor 


_ who v was impeached by. the state legislature 


xil 1988 for misusing public funds and 
struction of justice. (Similar charges in 
court were later dismissed.) 





odi sehen: a house where he used to live and 








Report, 450,000 copies of which he promises 


“to deliver by hand. 


ticians and the status quo, he its ATUS 
na's “power-brokers” for his dismissal mid- 


-way through his four-year term and urges 
Arizonans to join the “Mecham militia” to 


fight state corruption. He accuses Mr Sam 
Steiger, a former aide who is now one of his 


opponents, of having abused his position as — 


a member of the Mecham administration. 
Mr Steiger, who likes to wear red braces, 


is as colourful as Mr Mecham. A five-term — 


Republican congressman who once ran for 


governor as a Libertarian, Mr Steiger calls 
his effort "old Sam's last round-up”, a refer- 
ence to his former job as a horse-trader. He 


is remembered, among much else, for hav- — 


ing shot two donkeys in self-defence after 
the pair attacked him (though the animals 


were shot in the rear) and for waving a rifle 


at his landlord. 

Mr Mecham says that it was risky hiring 
Mr Steiger as his special assistant because of 
his “ties” to a group of powerful business 
and civic leaders known as the Phoenix 
40—those pesky power-brokers again. 
Moreover, says Mr Mecham, after Mr Stei- 


ger a téfused t to pay a spe 


Mr Graton and Mr Steiger. Yet 


| Jim Henson 


echam hit the news again on May - 


|... Work was partially destroyed by fire. Police 

suspect arson. But Mr Mecham, these days, 
- is fanning his own political fire. His vehicle 
| is a newsletter called the Arizona Political dq 
i Muppet Show". Not even the late- 

























ling 
the town of Fredonia, he told tow 
that they "should never ask: for 
the state of Arizona". 
Compared with Messrs } 
Steiger, the third main Rep c: 
tender, Mr Fife Symington, is almos 
ing. He is a rich developer, which is nc 
general rule, the most popular of trade 
Arizona's economy is troubled and he 
out the promise of new jobs. Another pro: 
ise—to sell all the state's office buildings 
then lease them back—went down less w 
and has since been disavowed. = 
Early polls show strong support for| | 





Mecham attracts a core backing of 10-12 
which could easily double by the time o 
primary election in September. The pund 
reckon that 20-2596 of the vote could 
the Republican nomination. The Demo- 
crats, for once, may sail through to the gen 
eral election in November. Governor Ros 
Mofford, who replaced Mr Mecham, has de- 
cided not to run, leaving a fairly clear run foi 


umes $ mayor, Mr Terry Goddard. 












FOST of his fans did not know. | 

| him. Not the tots around the | 

| world who first learnt their letters | 
and numbers from Big Bird on "Ses- | 
ame Street". Not the older kids who | 
watched poor Kermit try to control 
his rabble of an acting troop and fend. | 
off Miss Piggy's advances on “The 









nighters who watched his more bi- J 
zarre offspring wax philosophical in d 
the early days of ' Saturday Night 
| Live". — : 
© jim Henson was the shy, bearded S 
man who sometimes showed up with 
| Kermit and his other Muppet cre- 
«ations. He died on May 16th in New 
York. One of his last appearances 
in Áugust, when he sold his private 
held company to Walt Disney fora: 
ported $100m. Disney is planting 
Muppet theme park. 
















































































HEN Mt David Stockman realised in mid-1981 that the 

tax cuts which the Reagan administration was pushing 

| through Congress would lead to huge budget deficits, he talked 
| things over with a young White House aide named Richard 
< Darman. Should the tax cuts be. held. back? According to Mr 
rs, Mr Da 





ter". Mr Darman may not have guessed that nine 


s ice of Management and Budget (OMB)—and would still 
| be in search of that elusive fix. 

"The director of OMB has a powerful job. The budget. defines 
he: governments pro- — 
sramme far more decisively - 
than any state-of-the-union 
message. And when the di- *- ud 
rector is as clever and hard- | B 
working as Mr Darman, his : 
thumb-prints soon become 
clear on policies ranging 
from acid rain to trade. 

To cement his influ 
ence, Mr Darman formed 
an alliance early on with 

President Bush's chiefof- 
staff, Mr John. Sununu. he. 
i These two men pretty well — 
< run the administration's do- 
mestie and economic 
| agenda. At various. times - 
"they have undercut nearly 
|. every cabinet member, =- 
Mr Darman is a Har- 
vard yankee with a pen 
_ chant for wide-striped ties 
and homely analogies drawn . 
from films, books or chil- 
dren's television. Heisalsoa _ 
person whose bursting intel- 


ity leader in 1980-86, expressed much the same thought when he 
coined the adjective "darmanesque". 
Unsurprisingly, many right-wing Republicans feared he 


pledge, perhaps by disguising the taxes as something else. He 
. disarmed them with his "duck test”—if it looks like a duck, 


is). He also earned credit on the right by pushing for a cut in 
capital-gains tax in last year's budget row with Congress. This 
made some Democratic senators so cross that at one point this 





d i bd t deficit for 1991 would be just 





se. Today he acknowledges that 
$140 billion, which is $75 billion 
udman target is to be met. 

May 15th, To show that they too can 
| ocrats s nominated the administration's least- 





Aj cet rrt rte ri ~ =e r 


- favourite congressman, the House majority le 
Gephardt, to lead their group (and to chair r 


larman's advice was clear: “We win it 


e he himself would have taken over the job of director. 

























ligence seems to invite mistrust. The cliché "too clever E half" is 3 
often heard. Mr Howard Baker, the Republicans’ Senate major- 


. would bamboozle Mr Bush into breaking his no-new-taxes. 


quacks like a duck and walks like a duck, it is a duck (a tax, that | 


| ii even to o talk of another Msg summit. - 


ew- id ? ie fis and to talk instead of no . 
ped. In January Mr Darman pre- - 


sts this was a fair forecast at the. 


Bush is absent). Nobody is betting on the « 
point of consensus is that it will take weeks o 
possibly stretching beyond November's electi 


The wizard’s other jobs | 
Solving the 1991 budget gap is not ambition 


- Darman. He is, at the same time, pursuing ott 


foremost is reform of the budget system. If Mr 
new taxes, his advisers want to ensure that the 
the deficit 
ish in spe 
this the 
more con 
| get pre 
Darman 
chase for : 
that the p: 
. individual 
^. als instead 
wants. a 
Rudman t 
., cal year, i 
. of meetin 
and then 
3 later on. 


surance p 
v MeD 
Oa paning th 







FS he 
. and by st 
cial man 


| oe ona a ae budget” that would 


haps control—the costs that federal regulatic 
vate business and on state and local governm 

Worthy ideas are brightened by Mr Da 
speech last July he decrie ] America's s: predil 





. consumption. by terming it "now-nowism "- 
«fact that the Reagan budget deficits were | 
. nounced form of now-nowism. Since then h 

federal insurance and the idiocies of tort la 


"risk-o-phobic" culture that would sap Amei 
ity. In his January budget he drew attention 
"cookie monsters": future demands on federa 
things as health care and pensions. 
"The trouble with all this is that the OMB c 
spritely diagnoses than at laborious cures. At 


.tions tend to be vague. He calls for more inves 


ously keen on spending on outer space, chatti 
tiers, without a thought for cost-benefit anal 
political flair that would prompt him to flatter 
congressmen in order to get a deal. 

Mr Darman is now approaching the bigge 
career. His performance will decide whether. 
man, is remembered as a clever budget wizard 
cal finesse. It could also decide the future of th 
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Hewlett-Packard 
believes the strongest 
part of any computer 
system should be 

its service and support. 





At Hewlett-Packard, we learned 
long ago, no matter how sophis- 
ticated a computer system is, 
without strong service and 
support,it may not deliver 100%. 


That's why in addition to offering 
one of the industry s broadest 
ranges of computer products, we 
make sure it's backed by a world- 
wide customer service network 
second to none. 


For more information please call the HP sales offices: HONG KONG Tel: 54857070 INDIA Tei 
TAIWAN Tal: 1217120404 THAILAND Tel. (212546720 Distributors: BRUNEI Tel: (2) 23918. 20005 


We also lead the industry in our 
commitment to open standards 
and we're equally committed to 
furthering our reputation for 
unparalleled quality and 
reliability. 


So if you're looking for a 
computer company whose 
commitment doesn't end with 
the sale, call Hewlett-Packard 
today. 


We're the missing link you've 
been looking for. 


LA acka 


A Better Way 


(11) 890329, 690340 KOREA Tel: (2) 7844666 MALAYSIA Tel: (5) 2986555 PRC Tel (1; 2566886 SINGAPORE Tel: 2737385 
INDONESIA Tel: (21) 5740005 PAKISTAN Tel (51) 524131, 524139 PHILIPPINES Tel: 12) 8153810/6 





INTERNATIONAL 


Zugzwang 





of "m 
The intifada visits the East Bank 


N CHESS a Zugzwang arises when the 
next move—any next move—is bound to 
bring disaster. Welcome back to the Arab- 
Israeli conflict. 
On the Arab side the next move is going 
> be an emergency summit meeting at the 
end of May. Topping the agenda will be 
Arab fury at the emigration to Israel of tens 
of thousands of Soviet Jews. Next down the 
list will come the "Zionist and imperialist 
conspiracy , which Arabs blame for the 
hostile notices Iraq's President Saddam 
Hussein has been receiving in western news- 
papers. By meeting in Baghdad, Iraq's capi- 
tal, the Arabs hope to show the world that 
they stand fully behind their newest hero, 
with his mysterious new monster gun and 
his promise to destroy “half of Israel" if Is- 
rael dares to attack him. 

The Arab League will call the summit a 
triumph no matter what happens. It will go 
delirious if, against present expectations, 
Syria's President Hafez Assad agrees to at- 
tend a meeting hosted by President Hussein, 
his arch-rival. That would show that the Ar- 
abs were sinking their differences to fend off 
the Zionist menace. Even if Mr Assad stays 
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brooding in Damascus, the meeting in Bagh- 
dad will resound with the usual incantations 
of Arab solidarity. 

Yet the summit is a doubly bad move. 
First, the Arabs stand virtually no chance of 
stopping the Jewish exodus from Russia, or 
of persuading the Americans to take all the 
Soviet Jews into the United States instead. 
The most President Hosni Mubarak of 
Egypt was able to extract in Moscow this 
week was a sharp statement from President 
Mikhail Gorbachev denouncing the settling 
of Soviet Jews in the Israeli-occupied West 
Bank and Gaza. But hardly any (if you ex- 
clude the suburbs of East Jerusalem) are set- 
tling there anyway. 

As for the second item on the summit’s 
agenda, the result will be an admiring burst 
of applause for President Hussein, the man 
who has been shouting defiance at Israel and 
the West. It is hard to see what the Arabs 
stand to gain by leaping so uncritically to the 
defence of the indefensible. 

Since March Iraq has hanged a British 
journalist, been caught out trying to smug- 
gle nuclear-capable switches from America, 
and had parts for a monster gun impounded 





in Britain, Greece, West Germany and Italy. _ 
On past performance the Arabs will pretend _ 
to believe Iraq's claim that the whole thing is | 

a Zionist plot; they said the same about the 
western outcry when Iraq used poison gas — 
on its own Kurds. Now, as then, defending — 
Iraq merely because it is Arab will darken 
the Arabs' collective reputation. 1 

If the Arabs make a poor move, Israel's 
next move must be good? No. The Middle __ 
East is one of those places where both par- — 
ties to any given conflict tend to end upon 
the losing side. Israel's next move must be to 
form a government to replace the ungainly _ 
Labour-Likud alliance that fell apart in the 
middle of March. The Israelis seem deter- 
mined to botch it. 

For a fleeting moment last month it 
looked as if Israel might conjure up a 
Likudless Labour government willing at last 
to start peace talks with the Palestinians, 
whose uprising in the West Bank and Gaza 
is now in its third bloody year. But Labour’s 
chances were sabotaged at the last minute by — 
Israel's religious parties, which decided not — 
to support a government that mightoneday __ 
relax its hold on the West Bank. 4 

Unless an election is called and clearsup — 
the mess, the prospect now is fora govern- _ 
ment that includes the Labour party but will — 
be dominated by Likud; or, quite possibly, a 
Labourless government in which the Likud _ 
allies itself to the more extreme parties on its — 
right. Either way, the new government will 
be even less willing than its predecessor to — 
accept America’s proposal of peace talks 
with some (non-PLO) Palestinians in Cairo. 
And this more intransigent Israel will proba- _ 
bly be confronted, after the Baghdad sum- — 
mit, by an Arab world that has promoted 
the conflict with Israel to the top of its — 
agenda and is up in arms about the influx of 
Soviet Jews. 

So far, happily, the arms the Arabs are - 
up in are mainly rhetorical. Few people ex- 
pect the trading of threats between lraqand 
Israel to lead to an early war. Iraq suspects it — 
would come off worse, and Israel no longer — 
has an obvious Iraqi target, such as the - 
Osirak reactor it destroyed in 1981, to | 
knock out in a pre-emptive strike. Further- 
more, Mr Yasser Arafat's Palestine Libera- 
tion Organisation has so far stood by its de- ; 
cision not to use firearms in the intifada, 
even though more than 650 Palestinians 
have been killed in the uprising, most of 
them by Israeli soldiers. (Another 150 or so 
have been killed by fellow-Palestinians.) At — 
present the Arabs and Israelis are heading 
for stalemate, not Armageddon. 

Among Israel's leaders are men who be- 
lieve that a stalemate would be as good asa 
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ians will Jose heart and abandon their 
st for an independent Palestine on the 
lest Bank and Gaza. But stalemate is an ex- 
ensive strategy for Israel. 

It is expensive, for one thing, in friends. 
recent months Senator Robert Dole, the 
epublican leader in the American Senate, 
as been seizing every opportunity to heap 
rn on Israel's complacency. A long-time 
nd of Israel, Senator Daniel Patrick Moy- 
ian, has joine the fray and told Israel to 
» western hostages by releasing the Leba- 
"prisoners: held illegally bv the South 
inon Army, the Christian militia i it runs 
south Lebanon. 

The Israelis accuse the Büsh administra- 
n of stirring up some of the bad feeling 
inst Israel. Last week the Israeli foreign 
ister went so o tar as to accuse the Ameri- 





Roofless fiddlers 


“FROM A CORRESPONDENT IN JERUSALEM 





'"SRAEL'S president says it is “a reju- 
A venation of. Zionism...one of the 
most important developments since the 
'establishment of the state." He welcomes 
the fresh influx to Israel of Jews from the 
_ Soviet Union. In April 10,000-12,000 of 
_ them arrived, bringing the total for the 
| first four months of 1990 to more than 
33,000. The total for 1989 was 24,660. 

= Israel's leaders, delighted by the aliya 
... (“ascent”) from Russia, are not proving 
-very good at managing it. There has been 
no rush to build absorption centres, no 
- push for new housing, no master-plan to 

-' create tens of thousands of new jobs. The 
- result, says Mr Michael Bruno, governor 
of the Bank of Israel, is “a state of emer- 
gency unprecedented i in 30 years". 

At Ben Gurion airport, planeloads of 
‘immigrants are greeted by overworked of- 
ficials from the ministries of immigration 
cand absorption. It can take 12 hours to kit 
‘out each load with the plethora of docu- 
ments that Israel's bureaucracy demands. 
For migrants without relations who can 
‘provide temporary beds, the officials ar- 
range transport to a hotel or an absorp- 
ion centre up to an hour's drive away. AL 
“most every day migrants are dispatched to 
hotels with no vacancies. One large fam- 
ily, dumped by a taxi driver in a holiday 
-resort, took refuge with the police, and 
¿was bedded down in the town hall 

Rabbi Yitzhak Peretz, the minister of 
absorption, concedes that for at least a 
few months all available housing will be 
full while work proceeds on. building 
more. In 1989 fewer houses were started 
han in 1988, and at present: only 6, 000 


eil early May did parliament approve the 









of Soviet Jews to Israel. (“We find the for- 
eign minister's comments a little confus- 
ing," said the State Department.) This sort 
of argument between the erstwhile allies, un- 
thinkable a year ago, is becoming almost 
commonplace. 

Stalemate is expensive in another way. 
It drowns out the quieter voices among the 
Arabs. Earlier this month Mr Mubarak took 
the road to Damascus, to patch up relations 
with Syria’s President Assad, who still re- 
jects E peace Egypt and Israel built at 
Now Egypt's president has 





taken t to Mod the Arab case against Jew- 


ish emigration from the Soviet Union. 


Egypt is not about to tear up its peace agree- 


ment with Israel, but part of being back in 


the Arab world means speaking up more 


building of more than 30,000 new homes. 
Meanwhile hotels and hostels will be 
pressed into service, and prefabricated 
buildings may be imported to fill the gap. 
Mr Natan (Anatoly) Sharansky, a former 





Promised landing 


Soviet dissident, says the government is 
complacent: "Nothing is happening. The 
situation is deteriorating all the time." 
Israel's economy has been stagnant for 
the past two years, hit both by the Pal- 
estinian. uprising and by a five-year-old 
government austerity programme. Unem- 
ployment, at almost 996, is higher than for 
20 years. Rabbi Peretz asserts that four 
out of ten immigrants find work in their 
first year, and points out that the govern- 


cans of helping the Arabs concocta Security . lo | 
"Council resolution attacking the emigration  K | 
is dii on May 14th his: army usi. teat-gas 








to stop thousands of enraged Palestinians 
from marching across the Allenby bridge 
into the West Bank. 

Israel is doing nothing to calm the atmo- 
sphere. Its Likud caretakers have approved 
new Jewish settlements in the West Bank 
and Gaza, and paid secretly for a group of 
Jews to take over St John's Hospice in the 
Christian quarter of Jerusalem. Earlier this 
month Rabbi Moshe Levinger, a prominent 
settler who sprayed submachinegun fire in- 
discriminately around Hebron, killing a Pal- 
estinian shopkeeper, was sentenced to only 
five months in jail for "causing death by neg- 
ligence". He has been turned into a hero by 
Jewish settlers. 

Hec CM ad 





ment runs training programmes. But the 
new wave includes a high proportion of 
professional people who do not fancy be- 
ing retrained for relatively humble jobs. 
Israel trains 260 doctors a year; 200 
doctors arrive from the Soviet Union ev- 
ery month, along with hundreds of engi- 
neers, ' scientific researchers and musi- 
cians. The country already has six big 
orchestras. Its universities are overstaffed. 
Some Soviet professors have applied for 
jobs as university cleaners, just to stay in 


academic surroundings. 


On May 15th the Knesset approved an- 


emergency economic package that calls 


for an extra $14 billion for absorption 
and for 70,000 new houses to be started in 
the current year. Israeli economists say 
that extra jobs for the new immigrants can 
come only through huge foreign invest- 
ment. Mr Dov Lautman, of the Israel 
Manufacturers’ Association, reckons that 
would require an immediate 15% devalua- 
tion of the shekel. | 

The caretaker prime minister, the 
Likud party's Mr Yitzhak Shamir, exploits 
immigration as a fresh argument for hold- 
ing on to the West Bank and Gaza Strip. 
Labour had bolstered the case for with- 
drawal with the argument that the Arab 
population was growing faster than the 
Jewish one. The latest figures show that | 
3.7m Jews and 2.5m Arabs live in Israel 
and the occupied territories. The propor- 
tions will change if, as Mr Sharansky be- 
lieves, 250,000 Soviet Jews arrive this 
year, and 500,000 more in 1991. The fi- 
nance ministry expects arrivals this year 
to be lower, at about 150,000. 

Mr Sharansky reckons that more than 
Im, perhaps 2m, Soviet Jews are looking 
for a new home. He says that if Israel can- 
not find them jobs and houses, they will 
clamour to go to America—where many 
would prefer to go anyway. 
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tougher than they 
rocco, "Aged d 
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to integrate faster fe he oben 
Community. Toda ,a more. sober 
view prevails. E E "i 
. t was typical of our Arab char- 
acter: emotional and tending to ig- 
nore practical problems,” confesses 
Mr Mohammed El Baze, a Moroccan 
trade official. "We know. now that 
economic integrati n is not just a 
natter of issuing political directives." 
The sobriety has not dimmed the 
belief of Maghrebis in their common 
future. In a world of big trading 
blocks it makes sense for these small. 
and medium-sized states to club to- 
gether to promote industry and com- 
merce, and to strengthen their hand 
in dealings with their main trading partner, 
the EC, on which the amu is loosely based. 
The Ec connection. is crucial. Nearly 
ue decades after the last of them gained 
independence, the Maghreb countries. re- 








main linked unequally with their former co- 


lonial masters. Little more than 1% of the 
Community's exports go to the Maghreb, 
yet trade with the Community accounts for 
almost two-thirds of Maghrebi trade; over 
half of it is with France, Spain and Italy. Eu- 
ropean banks hold almost two-thirds of the 


 Maghtebis' combined foreign debt of $56 


l billion. More than 3m Maghrebis work in 
Europe (only 2m of them legal ly). 
. . Maghrebis have long worried that, with 
‘southern European nations such as. Spain 
and Portugal in the EC, export. quotas for 
North African fruit. and wine and olive oil 
would, one day, be cut back (although Ec 
officials have promised that this will not 
happen). A new worry is that, wi | poor 









guest workers. If the Amu has a sie raison 
dé étre, it is to reduce the Maghreb's depen- 
yon Europe by developing internal 
de. In principle, it has a good chance: wi 
the end of the century the Maghre wil 
have an internal market of 90m people. ~ 
So far, it has done little more than set 














up its executive and administrative machin- d 





ery. A pipeline is being built to | 


rian natural gas to Morocco (and, ulti 


mately, across the strait of Gibraltar to - 


THE ECONOMIST. MAY 19 1990 





une Spaniards and Loot at l to 





. Spain, where ambitious proposals have also 
been made for a bridge). Improvements are 


being made to the railway line from Tunis to 
Marrakesh. In March an agreement was 
made .to introduce common identity cards 


and. relax travel restrictions. But plans to 


standardise exchange rates and allow the 








(tee: movement P. capital and goods remain 
on the drawing board. | 
One reason for the slow pace is the diffi- 


culty of integrating Algeria's state-run sys- 
tem with the freer markets of Morocco and 
Tunisia. Another i is that the Maghreb econ- 
omies are not as "complementary" as had 


been assumed. And for much of the past 





j FROM OUR BRUSSE LS CORRESPONDENT 


éé OULD you like your doa 
to marry a Sicilian?” was one of 

the cruder slogans used by some Norwe- 

| gians to dissuade their countrymen from 
joining the. European Community in 
1972. Officials in Brussels are using simi- 

. lar tactics to stop the Community. ne- 
 glecting its neighbours south of the Med- 

. iterranean. They say that if the EC 
. becomes so obsessed with its own inte- 
 gration (and with Eastern Europe) that it 


|| fails to help the. poor and teeming Ma- 


| ghreb, it will be invaded by. North Afri- 
can boat-people. 
-= The thought i is mentioned only in pri- 
vate or in off-the-record press briefings. 
It will not appear in the new trade-and- 


4d | aid package for the Mediterranean coun- 


tries that the European Commission is 
expected to submit to governments by 
the end of May. But the underlying mes- 
sage is spreading. 


year Algeria has been: mbroi led. a ie 
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| Eu rope's soft underbelly 


at Community. level. 


and Denmark would at least like to h 
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reaching democratic experiment that hasd 
verted its energies. ur 
The lack of progress has led tosom 3 
enchantment with the amu. But thes 
still early days, and some develop 
full of promise. The Algerian eco: 
opening up to foreign investment 
vate enterprise, making it more like it 
market neighbours, and easier to bring 
a club. 
Some of the most promising dev 
ments of all do not show up in official s 
tics. Officially, the Maghreb s 
still do less than 396 of their t 
with each other (see map). But 
of the commerce across the regi 
| between ` vigorous underground e 
omies. Vast amounts. of. subsid 
Algerian foods, such as. 
smuggled along mout 
Morocco and Tunisi 
tronic goods, which ca 
port duties in Algeria 
other way. The entreprene 
lives on, even in Algeria, where 
. thought to have been snuffed « 
three decades of socialism. - 
Economics apart, the A 
produced a "peace dividend' 'f 
Maghreb. For the union's sak hi 
five states have put traditional riva 
aside. In 1988 Morocco and Algeria res 
diplomatic relations after a 13-year: brea 
Some irritations persist. The contin 
conflict in Western Sahara complicates rela- 
tions between Morocco and Algeria. N 
tania is annoyed that Morocco has faile 
take its side in its row with Senegal, Hi Q! 


Immigration is a growing. concern foi 
West Europeans. As a net exporter o 
bour, Italy was once a champion of: 
grants' rights. Faced with an influx c 
legal arrivals fleeing poverty and religio 
intolerance in North Africa, it is ta 
the lead in seeking tougher visa poli 


The commission's call for a hef | 
in aid for North Africa—currently n 
serly 165m ecus ($200m) a year—is li 
to fall on stony ground. The. poor 
members of the EC, already afraid. 
scarce cash will be diverted from them 
Eastern Europe, oppose it. So do tl 
Community's northern countries, 
though Britain, West Germany, Holl 


North Africa export more to Europ 
Unlike the farmers of southern n Europ 
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Maghreb partners remain suspicious of Lib- 
ya's Colonel Moammar Qaddafi. But ten- 
sion has declined since the AMU was formed. 
The twice-yearly meeting of its top body, the 
council of heads of state, provides a useful 
forum for sweetening the arguments that 
soured relations in the past. 





The big squeeze 


FROM OUR BRAZIL CORRESPONDENT 


RAVE, say the president's friends, fool- 

hardy say his foes. Mr Fernando Collor 
de Mello's economic stabilisation plan en- 
ters its third month by no means a failure, 
but not yet in triumph. The president had 
promised what no one can deliver: instant 
zero inflation for Brazil. People see that it 
has not happened, which makes it harder 
for Mr Collor to carry through the next part 
of his plan: an attack on the country's 
bloated federal civil service. 

The president wants to fire at least 
360,000 of the 1.6m people who work for 
the central government. At a televised cabi- 
net meeting on May 9th each minister was 
handed instructions about how many each 
was to get rid of. In March Mr Collor ap- 
palled rich individuals and private firms by 
declaring 8096 of their savings frozen. Now 
he has appalled the public sector too. 

The public-sector cuts, like the savings 
freeze, are far less clear than might appear. 
Outside the federal service, at least 4m em- 
ployees of state and municipal governments 
are unaffected. At federal level the plan is 
being fudged. Most public servants have 
statutory job security, and those who do not 
are entitled to generous severance pay. Mr 
Collor's answer is attrition, and the inven- 
tion of a bureaucratic limbo into which em- 
ployees will be shifted, with a half-hearted 
attempt to pay them less. 

Congressmen, having obtained federal 
salaries for many of their friends and rela- 
tions, will fight to keep them. Yet Mr 
Collor's effort is worth making. Mr Mailson 
da Nobrega, the respected technocrat who 
was finance minister until Mr Collor took 
office, has seen previous presidents try and 
fail to cut the public service down to size. He 
says that sacking just 50,000 civil servants 
would be a "spectacular victory". 

Privatisation is meant to help the gov- 
ernment cut its spending by $5 billion in 
1990. First on the auction-block is the 
Usiminas steel plant, a state concern that is 
already profitable and has a Japanese minor- 
itv shareholding. Other state companies 
need to be picked up and shaken out before 
anybody would dream of buying them. Sack- 
ings have begun at the Volta Redonda steel- 
works near Rio, a dinosaur from 1941 that 


has piled up losses of more than $2 billion; it 
52 


has 28,000 workers. Already 4,700 have 
been dismissed, and a coal subsidiary has 
closed with the loss of 1,500 jobs. The work- 
ers resist; health and transport workers are 
on strike too, and the riot police have dis- 
persed protesting teachers in Brasilia. 

The savings freeze is melting, thanks to 
the indecision, inexperience or misplaced 
generosity of Mr Collor's young policymak- 
ers. Companies and individuals have man- 
aged to get their hands on part, at least, of 
the $80 billion in savings that were meant to 
be frozen. The government denies “‘alarm- 
ist" estimates that the leakage is as high as 
$41 billion, and offers its own guess of just 
over $1 billion. If true, that would hardly 
justify the state's witch-hunt against alleged 
fraudsters and evaders. 

Anyway, the rules are not clear. Pes- 
tered by interest groups, the central bank 
has been issuing an average of eight "special 
instructions" a day—almost 500 of them in 
all. Rules governing social-security payments 
have been changed six times. Charities, 
churches, pensioners and carmakers have 
shifted on and off the list of those who can 
get their hands on funds. A proposed tax of 
2296 on dealing in funds that are supposed 
to be blocked has been found unconstitu- 
tional. Foreign investors have been shocked 
to find that their remittances home are also 
blocked. 

Companies with sharp accountants 
have done well, as usual. The small savers 
whom Mr Collor promised to protect feel 
undefended. The plan was approved on its 
launch by 8196 of the public, according to a 
poll in the Folha de Sao Paulo, which this 
week found that only 5496 approve. 

The government declared in mid-April 
that the freeze would reduce inflation that 
month to zero. It now accepts the calcula- 
tion from Sao Paulo University that infla- 
tion for the month of April was 3.29%. 
Other indices, including its own, show a fig- 
ure of about 14% for the month. Even that 
is an improvement: inflation in the month 
before Mr Collor took office was 8496. 

The president has not broken the statu- 
tory link whereby price rises translate at 
once into wage rises; the government has 
raised charges for public services, and—de- 
spite the televising of police raids on super- 
markets—some consumer goods have gone 
up by 2596 since the plan was launched. In 
May the official inflation rate seems bound 
to be higher than 3.2996. So pay will go up. 

Brazilians habitually mistrust their gov- 
ernments, and seem determined to spend 
while they still can. The main result of Mr 
Collor's raid on savings has been to destroy 
public faith in the state's financial credit. 
Neither he nor his successors for a long time 
will be able to borrow from the public; and 
governments that cannot overborrow find it 
harder to overspend. That, in its way, is 
progress for Brazil. 


——— t Ü— M —Ó—nsdigáÓ——— 





EI Salvador 


Angry paymaster 


FROM OUR EL SALVADOR CORRESPONDENT 


f ie government and the Marxist guer- 
rillas it is fighting talk on and on about 
ending El Salvador's ten-year-old civil war; 
their latest session, under United Nations 
auspices, took place in Venezuela on May 
16th. Both sides know the outcome depends 
partly on the argument between the United 
States and the Salvadoran army that it helps 
to pay for. The oddity now is that the guer- 
rillas and the Americans are asking for 
much the same things. 

One incident sums up the problem. Last 
November six Jesuit priests, their house- 
keeper and her daughter were murdered, al- 
legedly by soldiers from a battalion trained 
by the United States. American politicians, 
long uncomfortable about their allies' lac" 
of respect for the law, are threatening to cu 
American aid if the suspects are not brought 
to trial. 

The Salvadoran government has 
charged Colonel Alfredo Benavides and 
seven of his men with murder. Six months 
on, the prosecution is stalled. President 
Alfredo Cristiani has blamed the presiding 
judge, Mr Ricardo Zamora. So has the 
American ambassador, Mr William Walker. 
The judge says they “don’t understand the 
judicial process". It is his job not only to try 
the case but also to collect the evidence. He 
says he gets no help with the facts. 

Colonel Benavides’s diary and a log- 
book are missing. Two other witnesses have 
failed to appear. The court has not yet man- 
aged to question several other senior offi- 
cers, including the vice-minister of defence, 


NN 
The army's in the dock 
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Information fo Siemens shareholders 






in the first half of the current financial year (1 October 1989 to ; 
-31 March 1990) Siemens recorded increases in new orders, sales, - Siemens ; participation in Nixdorf Computer AG, 
and earnings. The. restructuring of The Plessey Company pic, Ilford, recei ived the appro 
acquired ina en takeover with Britain’ s GEC, was concluded ’ 










gi Sieniens, comprising Siemens AG and: its consolidated subsidiaries, MAG Public PEARS Networks. (EWSD switching syste 

- recorded new orders worth £12,881m during the period under review; West Germar y and international), and Transportation Systems: 
this represents a 12% increase over first-half orders for the 1988/89. international. my cc ird Ip 
financial year (£11,462m). The rise was particularly strong for inter- à “T4710 788 io | 1/10 J8915 gon 

national business. Here, orders increased 21 % to £ 7,685m (1988/89: isi /3 /89 31/3/90 - 
































£6,377m) and accounted. for 60% of the total. New German domestic 
orders increased just 2% to £5,196m, following the high figure in the 














previous year of £ 5,085m. Large-scale contracts were won in particular German business — | 5,085 5,1196 | 
by Power Generation/KWU m the Killingholme power plant in Great Internationa! business . 6,377 7685 .]. 4+ 
Sales Siemens’ worldwide sales increased 16 % to £10,933m (1988/89: a2 


£9,461m). As with new orders, this figure reflects growth of just over. 
£180m resulting from the consolidation of new acquisitions. Without this 7 
contribution, the rise in sates would have been 1496. German domestic > eM Epo 
Sales, aided by a number of major projects, rose by 24% to £ 4,960m -German business _ TPRENUN M 
(1988/89: £4,009m); internationally, the gain was 10% for a total of international business — — | 
£5,973m a 988/89: £5 452m). ; s aiee 





a 11/10/88 to 1/10/89 to 
in £m /3/89 © | 3t 
























; The. addition ot 11,000 employees expanded the Siemens workforce to 
376,000, or 396 above the total at 30 September 1989. The increment of 
7,000 in our international operations resulted mainly from the integration E 

of newly acquired: companies, while the growth in Germany of 4,000 was . pa. 

largely due to development of the business. Personnel costs climbe TU 

to £ 4,745m, from £ 4,436m in 1988/89. 


Employees | 
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Ca pital Siemens increased its capital expenditure and Avasin to£1,123m 
(1988/89: £ 833m) in the first half of the current financial year. This total mo 
i i . includes the residual payments for the joint Siemens-GEC. acquisition of — 

spending and Plessey. The structure of The Plessey Company was announced in April. 

net income Having taken effect after the end of the year's second quarter, the — 

. : | purchase ofa majority-of thé common stock of Nixdorf Computer AG is ` 

. fot reflected in the investment for the period under review. Neither 
‘of the above investments affected first-half business volume or earnings. 
Net income: after taxes: rose 15% to £ 269m (1988/89: £ 234m). 














Ail amounts translated at Frankfurt middie rate à on 30/3/1990: £1 = DM 2. 783. 
| Option period. due to: expire 


| The option period tor the purchase of Siemens shares TM ie 

| Warrants atteched to the 1983/90 bond issue expires on.31. May 1990 
Until this time, the option rights may be exercised àt à share p 
DM 248.41 for each common share of Siemens AG of DM-50. 
: Notices must be submitted before the expiry date and, for legal 
cannot be honoured if received later. Because official tradin 

, Siemens warrants ends on 23 May 1990, holders of stock warra. 
advised to contact their banks in ample time. New shares acat 


the warrants are entitled to the full dividend for the current fi fi nanci 
1989/90. 


siemens A 


|n Great Britain: Siemens plc. 


Siemens House, Windmill Road, Sunbury-on-Thames, 
Middlesex, TW16 7HS E 
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alvadoran government and the United 
tes embassy think these officers, includ- 
- Colonel Zepeda, should be replaced. 
sident Cristiani has so far managed to get 
d of only one, sent as military attaché to 
onduras. The annual army promotions 
e on June Ist; even then Mr Cristiani 
ay not feel free to do as he wishes. 

^ People in Washington want the presi- 
nt to act fast. Bills before both the Senate 
the House of Representatives propose 
ting American military aid to El Salvador 
half; one in the Senate would end all aid 














ief of staff, General Rene Emilio Ponce, 
sists that the enemy is communism, and 
at the army will carry on fighting “with or 
thout the United States". ^ — 1. 

- The guerrillas of the Farabundo Marti 
itional Liberation Front raided a suburb 


environment 


FHOM OUR SPECIAL CORRESPONDENT IN BERGEN 



















lem Brundtland, who was then Norway's 
rime minister, published a report on the 
nvironment. One phrase from it, "sustain- 
ble development”, has come to encapsulate 
hope of combining growth with green- 
ry. Dr Brundtland now leads Norway's op- 
position—an awkwardness for the present 
evernment, which this week played host to 
meeting in Bergen of 32 European coun- 
es, plus Canada and the United States, to 
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not just to regions (as with acid rain or ma- 
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worth $1.1m a day) at once. The secte- © -~ 
y of state, Mr James Baker, says he would -~ 
sept a 25% cut, to retain bipartisan sup- ~ 
rt for the administration’s policy of back- . 
the Cristiani government. El Salvador’s 






he world through green-tinted specs 





'N 1987 a group chaired by Dr Gro Har- 


lecide where sustainable. development _ 


Over the past three years the environ- 
ment has become hot diplomacy, interesting . 












dor on May Ist, and ma 


the army, but most of them no longer think 
they can defeat it; the Russians have lost in- 
terest in them, and the new Nicaraguan gov- 
ernment is not about to help. The rebels 
have reduced their demands to match their 
reduced bargaining power. 

The rebel negotiators in Venezuela now 
say they accept the constitution and. ac- 
knowledge Mr Cristiani as their legitimate 
president. But they insist that his govern- 


ment should exert full control over the army. - 


and, in particular, its security services. They 


say the president and his ministers should 





have the authority to fire and promote se- 
nior ófficers, and to bring military law- 


breakers before the proper courts. The guer- 


rillas'-old enemies in Washington say they, 


~ too, want to help Mr Cristiani’s government 


rule the country according to the law. The 
army does not, or not yet, concur. The 
Americans’ worst fear is that, if they cut off 
their aid, the army might react by slaughter- 
ing its opponents. 





rine pollution) but to the whole world, 
which is itself thought to be getting hotter. 
As a result, the Bergen conference dwelt less 
on the philosophy of sustainable develop- 


- ment than on the practical threat of global 


warming. It was a rehearsal for two more 
conferences: in London next month on 
ozone-eating. chlorofluorocarbons (CFCs), 
and in Geneva in November on the "green- 
house" gases, such as carbon dioxide. 

A hotter world is not necessarily a more 


“co-operative one. India says it will not agree 


to cut its use of CFCs unless the rich coun- 
tries give it some cash. China is likely to say 
the same. At Bergen the Americans refused 
to promise to pay, wincing even at a fudged 


ting more attacks. They can damage nology transfer". The Americar 















north European pressure. to stabilise car- 
bon-dioxide emissions at present levels by 
the end of the century, and watered down a 
general promise of “new and alternative” 
cash for greenery. 

Some Europeans greeted this obduracy 
with irritation. The Community's environ- 
ment commissioner, Mr Carlo Ripa Di 
Meana, resplendent in green-framed specta- 
cles, launched a frontal attack on the Ameri- 
cans, for which he was congratulated by sev- 
eral of northern Europe’s tough female 
environment ministers (known collectively 


-as the Valkyries). But some of America’s res- 


ervations will be increasingly shared by 
other countries. 

The cash needed to buy third-world 
agreement to cut CFCs is small in the short 
run—perhaps $300m in the first three 
years—but could rise steeply later. More im- 
portant, it is hard to see how third-world | 
countries are to learn to live without CFCs 
Will they simply buy substitutes from west- 
ern chemical companies, which will want to 
recoup their high research costs? Or will 
they want to make them? If so, how will west- 
ern chemical companies be bribed or per- 
suaded to hand over the expertise? 

These issues, hard enough where CFCs 
are concerned, are harder still for green- 
house gases, which are generated by almost 
every human activity. The Bergen declara- 
tion accepted that poorer countries might 
have to be allowed higher targets than rich 


"ones for carbon-dioxide emissions, to leave 


room for economic growth. 

Cutting carbon emissions is painful for 
rich countries, too. In Sweden, which prom- 
ises to phase out nuclear power and stop ex- 
panding hydroelectricity, Mrs Birgitta Dahl 
(one of the Valkyries) is wondering whether 
to back away from a tough target for carbon 
emissions. Canada has accepted that it can- 
not reach the "Toronto target”, an early ir 
ternational goal of cutting emissions by 209. 
by 2005. In West Germany, where the envi- 
ronment minister wants a 25% cut in emis- 
sions by 2005, a sceptical economics minis- 
try wants to make the job easier by including 
carbon-spewing (see table) East Germany in 
the base line. 

The most powerful obstacles to a deal 
on cutting carbon are in the White House. 
The president’s men are impressed by a re- 
port from the Council of Economic Advis- 
ers, arguing that a uniform cut in emissions 
would bear more heavily on coal-intensive 
America than on its main competitors. The 
council is also alarmed by studies suggesting 
that it would cost between $800 billion and 
$3.6 trillion to cut America’s carbon emis- 
sions 2096 by the year 2000. The economic 
cost of global warming might therefore be 
smaller than the cost of measures to avert it. 
Try telling that to a Valkyrie. 
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God takes on Mammon after 
beating communism 


JE THERE were a spiritual equivalent of 
the stock exchange, you would be able to 
bet your bottom Peter's penny that the 
shares of the Roman Catholic church would 
be at an all-time high. Like a united Ger- 
many, a reunited Catholic church in Europe 
looks set to boom, as it responds to huge 
pent-up spiritual demand in the liberated 
East. But, as with Germany, there are costs 
and snags. 

The chief executive, Pope John Paul II, 
is bullish. Though getting on—he turned 70 
on May 18th—in the religion business that 
is nowhere near retirement age. The Polish 
Pope has an ambitious scheme: the creation 
of a spiritual equivalent of Mr Mikhail 
Gorbachev's "common European house", 
based on “the spiritual roots that have made 
Europe" and stretching from the Atlantic to 
the Urals. Christianity should, in this papal 
scheme, bind Europe together, with the old 
Christian nations of central Europe—the 
Poles, the Lithuanians, the Czechs, the Slo- 
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vaks, the Slovenes, the Croats, the Hungar- 
ians and others—becoming Europe's 
"bridge of prayer”. 

Papal marketing strategy will be dis- 
cussed at a special Eurosynod next year. 
Young people are a prime target. A huge 
youth jamboree is planned for Czestochowa 
in Poland in the summer of 1991, on the 
model of a previous "youth encounter" in 
Santiago de Compostela in Spain last year. 
The Pope will be there. And he is planning 
trips to Hungary, East Germany and other 
parts of central Europe. 

On the face of it, a triumph seems as- 
sured. Communism's collapse has elimi- 
nated the church's chief antagonist in East- 
ern Europe. Most curbs on the church's 
activity have been lifted, from the irksome 
veto on episcopal appointments to the ban 
on forming Catholic organisations and on 
access to the media. Religious orders out- 
lawed in the 1950s have been relegalised. 


People are queueing to join them. 


But the communist years have left the 
church with severe handicaps. According to 
Bishop Jan Korec, secretly consecrated as a 
bishop in Czechoslovakia in 1951 and ob- 
liged to spend 39 years in the underground, 
working at a manual job: “We lack priests, 
catechists, catechisms, newspapers, office 
machines and office workers, books and 
publishing houses, churches, historians, 
writers...” [n all this, the shortage (not in 
Poland, always an exception) of priests, 
monks and nuns—the church's main mar- 
keting and sales force—is the most serious. 

For its relaunch, the church in central 
Europe will have to rely heavily on help 
from its rich associates in the West. Help al- 
ready provided will have to be stepped up, 
not least because the costs are up: last year it 
took $450 to support a seminarian in Po- 
land, compared with only $150 the year be- 
fore. But a church no longer fighting for 
bare survival against atheist communism 
may seem to many western Christians a less- 
urgent cause than before. Many western 
charities active in central Europe are already 
feeling the pinch. 

Even if the money can be found, it is no 
guarantee that central Europe will be as 
powerful a “bridge” as the Pope hopes. Yes, 
the church in Poland and other central Eu- 
ropean countries has gained new respect for 
its role as a defender both of people and of 
values under communism. The 91-year-old 
archbishop of Prague, Cardinal Tomasek, is 
admired by President Havel and is some- 


thing of a cult figure in Czechoslovakia. But ` 


gratitude is one thing, allegiance another. 
Many of those who had used the church as a 
haven and as a platform for opposition to 
the communists have already left it. 

Many of those who stay also present 
problems. Some former “secret” priests, ac- 
customed to following their own routine 
and counsel, are now reluctant to toe the of- 
ficial church line. Then there are the lay 
people who were active in small “basic com- 
munities". In Hungary some of them (nota- 
bly those in the movement led by Father 
Gyorgy Bulanyi) were persecuted by the 
communist regime and felt badly let down 
by the bishops who, under communist pres- 
sure, co-operated in the persecution. These 
people are far too valuable to the church to 
be allowed to fall away. Yet they will not be 
easy to reintegrate, not least because of the 
often unorthodox theological views they 
have developed in their isolation from the 
mainstream church. 

In the future, more difficulties may 
come not from isolation but from contact— 
with the West and with what the Pope sees 
as theological heresies there that threaten 
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tes within thé starch i in central E 


weight of the task the Pope is giving to it. 
ping with a greater variety of opinion will 
resent problems to a clergy still recruited 
inly from the countryside and, more to 
> point, accustomed to unquestioning 
bedience from its flock. 

` The Pope has gone out of his way to re- 
ure non-Catholics that there is no Catho- 
‘master plan” to regain spiritual control 
er Europe. But as the church asserts itself 
public debates—for example, on abor- 
n—these assurances may not be enough. 
ie sight of a self-confident Catholic 
urch seemingly ready to lay down the law 
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is "Wy the sudden hurry? In "m May the 
: chancellor, Mr Helmut Kohl, was still root- 
_ing for the West German election to be held 
as planned on December 2nd, followed by a 
pan-German poll in late 1991. That sched- 
ule was backed by the East German prime 
minister, Mr Lothar de Maiziére, who came 
to power in. his country's first free election 
two months ago. . 

— Mr de Maiziére would prefer to stick to 
the timetable, but Mr Kohl now has strong 
asons to accelerate. High among them, 
though he denies it, is the blow his party suf- 
red in two state elections on May 13th. In 
c orth Rhine-Westphalia, with 17m people 
ê. country’s. most populous state, his 


— on a minute 




















ild weaken it so much that it cannot bear 





etyon ip 1 oppositi 
After all, I, there was Bent of opposition be 
fore the communist era: Pilsudski's anti- 
clericalism in Poland, Hussitism such as that 
of President Masaryk in Czechoslovakia, 
free-thinking liberalism in Hungary. 
But, in the end, the greatest danger to 


the Pope’ s corporate plan is plain indiffer- 


ence. Instead of responding to his.call to set 
an example of virtuous living to the morally 

lax West, the central Europeans may opt in- 
stead for materialism and the consumer soci- 
ety. Ca the Catholic cross: compete with 
dollar signs and D-marks? For all the Pope's 
gallant salesmanship, the post-communist 











spiritual market may disappoint. those who 
| . clear bonus from Mr Kohl's claim to be the 

~ “chancellor of unity". The euphoria when 
. the Berlin Wall was breached last November 


are binas. to invest in it. 
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As a result, the Christian Democrats will - 
lose their majority in the Bundesrat, the sec- 
ond chamber of the federal parliament - 
made up of delegates from the state govern- _ 


ments. The Christian Democrats will have 
vote: : tC he: Social Democrats 23. 





for the: Christian ‘Democrats as election: l 


night analyses, and Mr Kohl's scowls, sug- 
gested. In North Rhine-Westphalia the So- 


cial Democrats lost 300,000 votes compared 


with their showing in the previous state elec- 


tion in 1985, and barely held on to their ab- 


solute majority. In Lower Saxony they 
picked up only 60,000 extra votes—enough 
to put them into coalition government, 
probably with the Greens, but hardly evi- 
dence of a sweeping anti-Kohl trend. 
Moreover, a hostile majority i in the Bun- 


Results of state elections ino 
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Votes(%) seats 
| . 1990 1986 1990 1986 
Social Democrats 42 4.1 n 66 
Christian Democrats — 420 43 67 © 
Free Democrats ^ 60 50 9 » 
Greens - 55 71 8 no 
Republicans t TN. ed S" 








- Social Democrats 500 521 122 125 
Christian Democrats 36.7 — 365 — 89 88 
 FreeDemocrats —- — 88 60 14 14 
Greens —— 50 46 12 - 
Republicans wt | i 


i fase. to help. 






little BE er o ! 
not idm a spre the Social Demo- 
crats might now be able to block the treaty 
on German Economic and Monetary Union 
(GEMU) due to go through parliament in 
June and take effect on July 1st. But that 


. would mean scuppering a pact in part nego- 
- tiated by Social Democrats in the East Ger- 
man coalition government, who are proud 
 ofs squeezing better terms out of Mr Kohl for 


pensioners and low-wage earners. 

That said, last Sunday's vote at least 
showed that the Christian Democrats, who 
have suffered a long string of setbacks in 
state elections in recent years, are gaining no 


has-long gone. Many West Germans now 
grumble that the government has been far 


too generous to the East over GEMU, and 
` that the res 
and a weaker D-mark. 


result is bound to be higher prices " 





<Mr Kohl insists that taxes will not be 
finance unity, but he does 
not—irideed. cannot—say just what unity 





~ will cost. The federal government and the 


states reached agreement on May 15th on a 


— DM115 billion ($70 billion) "German unity 


fund" to help pay for East German re- 
construction over the next four and a half 
years, There should be little problem raising 
most of that sum, as planned, on the domes- 


- tic capital market. But the bill for unity will 


not end there. What if the East German job- 


less total, currently just over 100,000, soars 


. far beyond 2m, as some economists fear? 


Will higher taxes to pay for unemployment 
benefit still be avoidable? Not according to 
Mr Oskar Lafontaine, the Social Democrat 
who aims to become chancellor, and accuses 
Mr Kohl of recklessly chasing unity without 
counting the cost. 

Count Otto Lambsdorff, leader of the 
Free Democrats (liberals), junior partner in, 
Mr Kohl’s centre-right coalition, has long 
given warning that the unity euphoria 
would.turn sour and urged that an all-Ger- 
man election be held without delay. He and 
other Free Democrats, including the foreign 
minister, Mr Hans-Dietrich Genscher, now 
demand that either December 2nd or Janu- 
ary 13th be pinned down as the election 
date when the GEMU treaty is passed next 
month. Otherwise, the liberals fear, re- 
cently-elected East German ministers will 
become increasingly attached to office and 
hedge indefinitely on a date, while the Kohl 
coalition comes under growing fire from 
West German taxpayers, 

The merit of this approach started to 
dawn on Christian Democrats a few weeks 
ago, but Sunday's setback at the polls 
clinched it.. Their sister-party in East Ger- 
many, under. Mr de Maiziére, emerged as 
much the strongest force there in both the 
general election on. March. 18th and the lo- 
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.. China’ s Rural industry 


Structure, Development, and Reform. 


co William A. Byrd and Quingsom Lin, editors ` 
iieteen papers preseniad at an international conference in Beijing, November 
| 1987. Copublished with Oxford University Press. 


464 pages / ISBN 0-19-520822-6 / £35.95 








Surge or Collapse? 






ONE DOLLAR gets you the answer 
to the single most vital question in your 
business and investment planning: the 
direction of interest rates. 
| Now in its [3th year, the authoritative 
YOUNG'S WORLD MONEY FORECAST 
| is one of the world's most widely followed 
professional — business and investment 
strategy reports. 

















Industrial Restructuring 
Policy and Practice 






Ira W. Lieberman 







To receive 3 trial issues of Richard C. 
Young's proprietary analysis on interest 
. rates, the US$, the economy and stock 
market valuation, send this ad along with 
$1 and your name and address to: 

Young Research & Publishing, Inc. 
Federal Bldg., ThamesSt. JD NEMO RI 02840 


n analysis of 50 industrial restructuring operations sponsored by the World pice 
in 29 countries during the 19805. 


34 pages / ISBN 0-8213-1441-6 / £6.00 
















Monitoring and Evaluating Development Projects 
The South Asian Experience - 


Vigar Ahmed and Michael Bamberger 






. A review of strengths and weaknesses i in monitoring and evaluating projects 
-in South and East Asia. 


104 pages / ISBN 0-8213-1340-1 / £7.15 





An introduction for new subscribers only. 












I} Trouble finding books 
from America? 
U.S. titles are now 
a phone call away. 


Agroforestry i in Sub-Saharan Africa - 


A Farmer's Perspective | 
Cynthia C. Cook and Mikael Grut . 





104 pages / ISBN 08213-13894 / £715 120 TPOS STY 
Proceedings of the World Bank Annual Conference on Development | o FAK 
| Economics 1989 _ 1-800-255-2665 
Toll Free U.S. —— 
288 pages. 7 ISBN 0-8213-1461-0 /£9 85 € B 
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Please mail to: THE ECONOMISTS’ BOOKSHOP, Clare Market, Portugal Street, London WC2A 2AB. | K books by phone service in the USA. Our 
Mark number of copies required beside each tile above, complete details below and return ad as order form. staff of experienced book sellers will help 
RBRUM LN RU EMUNIR eed you find any US title in print. Whether I 
Costofbooks | p Card number: | Ga want a new bestseller or a hard-to- fin 
Pun om i | | | book, we can help. Try Book Call and. 











Expiry date: 4 discover why people around the world 
^ Name: — gj turn to us for their reading needs. 
. Address: * immediate shipment worldwide * Credit 


cards or checks * Ask about our special 
overnight gift delivery * Receive our free 
monthly new title forecast * Mail orders 
welcomed * Corporate accounts 
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Signature: welcomed * Open 
! ‘S 24 hours every day 
US customers may obtain in- | 
formation on prices in US dol- | > 
| ars and payment terms E | 
" | contacting World Bank à Li 
cations, Box 7247-86 19, ums | 
USA, or by caling 201-225 ) Romse 
| or by ca -225- : ewCanaan _ 
2165. á = CT, USA 06840 











Oops, better change the timetable - 


cal polls on May 6th. Christie Democrats 
now reckon they would stand a better 
chance of trouncing the left in an early elec- 
ion. held. throughout. Germany than they 
_tould ina West German poll alone. 
Small wonder the Social Democrats in 





The Berlin taxi test 


FROM OUR BERLIN CORRESPONDENT 


EW people know a city better than its 


taxi-drivers. And there is nothing 


better than Berlin’s taxis to illustrate the 
_ Chaos as the two halves of the city unite. 
Everyone. agrees. that. Berlin's trans- 
port absolutely has to be sorted out. AL- 
ready the underground networks of east 
and west.are being reconnected. Bus 
routes between the two parts of the city 
are being planned, with some already in 
operation. But no one has yet. worked 
out what to do about the taxis. 
At present drivers from one part of 
the city can pick up passengers. and take 
\ them across a checkpoint to the other 
y half. They must charge i in their. own cur- 
rency and—what every cabby loathes— 
must travel back empty. In July, with cur- 
rency union and the end of the check- 
points, the confusion will deepen. Driv- 
_ ers from both east and west will charge in 
-. D-marks but use different tariffs. West 
Berlin. drivers are convinced that they 
will Jose business to. cheaper eastern 
taxis. No decisions: have been made yet 
-to.change East Berlin. meters, which 
-charge less (indeed they don’t charge at 
all when the caris at a standstill). Eastern 
"drivers, already worried about losing 
- subsidies, see ruin on the clogged-up 
streets of West Berlin. | 
. Then there is the all important 
. "knowledge" of Berlin streets. While un- 
pus to go ee another pron 
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s bot Germanies are against rushing things. E 
But even Mr Kohl, though attracted by an’ 


all-German. election soon, sees there are 
dangers. Mr de Maiziére risks a walk-out by 
his Social Democratic partners in govern- 
ment if he goes along with the scheme. 
There are foreign-policy obstacles too. Mr 
Kohl went out of his way on May 8th to re- 


ject a surprise Soviet suggestion that unity 
might go ahead before Germany's future - 
military. connections had been fully cleared - 
ip. Ihat may just possibly be settled in time ` 

n-of-the-year all-German election, < 







vi l be : a close call. o 
f the "two-plus-four" talks 











E j € come to a halt? Mr Kohi E 





at the last moment drop the plan for an all- 
German election. That would leave him fac- 
ing a West German election he already feels 
he would prefer to avoid. 








west—-accept that a new test will have to 
come. Some West Berlin drivers are al- 
ready taking privately-run courses on 
East Berlin. "I need to know where to go 
to the police over there if someone wants 
to dodge a fare," says one. 

On the business side there has been a. | 
lot of activity. Western taxi firms have, 
through joint ventures, bought a share of 
eastern co-operatives, bringing with 
them new Mercedes to replace the old 
tank-like Russian-built Volgas. The East 
Berlin state-run taxi company is moving 
over to limited-liability status on June Ist 
and expects some drivers to go private or 
be taken on by western firms. 

While the city’s politicians search for 
an amicable solution to taxi unity, driv- 
ers from East and West Berlin have 
found some common ground. All hate 
the many unlicensed drivers who are 
now touting for business. And all agree 
that, though the wave of tourists and vis- 
iting businessmen is grand for business, 
the traffic's terrible. 


. might just revive. President Gor 


. winning any eventual election—can | 
cued only by forestalling the threatene 


ve Russians to go jump in de | 


j Eom they would not like. Or hecould — stratots at the May Day parade showed wl 


that: ` 











FROM OUR MOSCOW CORRESPONDENT. 


HE Soviet Union has reached the: 

at which to postpone economic re 
is as risky as to introduce it. Unrefo 
the economy will collapse; reform 























popularity at home—and his ch 







nomic calamity. His margin of vict 
recent election for delegates to 
coming Communist-party cong 
slim. In a carefully selected Mosco 
he won election with 6196 of the vot 
that was among Communists. Th 









































non-communists think of him. : 
This combination of economic de 
and political nervousness is shaping 
emerging plans for economic reform. A 
weeks of vacillation, the government has re 
jected a bold leap to a market system. 
vour of a nervous shuffle. It is likely to pro- 
pose greater independence for the cent 
bank, the break-up of a few state mono 
lies, and a legislative timetable for speedi: 
up further change. This is tame stuff. — 
Price reform, said the prime ministe 
Mr Nikolai Ryzhkov, would start next Jan: 
ary (in other words, there would be non 
this year). In a television interview, he d 
missed any idea that his government w 
working on anything radically differe 
from the damp squib he proposed to parl 
ment at the end of last year. Things may not 
be quite as bad as that, because 
Ryzhkov's own days as prime minister ma 
be numbered. Still, this is a far cry from ! 
drastic changes mooted in late April. 
Price rises are inevitable if subsidies are 
lifted. The government fears that it migh 
not withstand the backlash. Mr Nik 
Petrakov, the president’s personal econom 
adviser and a long-time pro-marketeer, 
out copying Poland’s Big Bang (free pr 
and let market forces rip) on the gr 
"t is easier for them to have 
prices than empty shops. Here, the po 
us just the opposite: people are eager to 
[ration] cards or queues (especially in 
work time) but not price rises.” Mr G 
chev himself weighed in by remarking 
people are unprepared for market e 
ics because they stand around waiting f 
ders. Thus was presented the unusual s 
tacle of Communist leaders bl. 
ordinary people for being insufficiently 
terested in capitalism. E 
Loud opposition to price reform h 
come from the official trade unions, 
conservative Communists and from sc 
increasingly prominent populists. But. 
not obvious that the nation really disl 
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Still soldiering on without real reform 


the idea of a free market. A recent opinion 
poll in Moscow News found that 7396 of 
those asked liked the idea of competition, 
5396 liked the concept of profit and 5796 
thought individuals should be allowed to 
own companies. True, Moscow is atypical. 
But at the founding of the new Confedera- 
Gon of Labour, an organisation of unofficial 
trade unions which looks to Solidarity for 
inspiration, delegates vowed to work for a 
free market, in the belief that coal and other 
heavy industries could not possibly be run 
worse than under central planning. 


Chernobill 


FROM OUR SPECIAL CORRESPONDENT IN BERGEN 


ILE most delegates at the big 
environmental meeting in Ber- 

gen this week haggled over threats to 
the climate in the next century, the 
delegates from the Ukraine and from 
Belorussia were forlornly handing out 
mimeographed sheets about a catas- 
trophe that no longer grips world at- 
tention. In the Ukraine 1.5m people 
lived on land now contaminated by 


the Chernobyl accident, in Belorus- 
sia, 2.2m. We need, they said, money 
and medical supplies: clean syringes, 


human radiation counters, baby 
food. We need help for hundreds of 
thousands of people whose thyroid 
glands have been affected. We need 
help to clean up our poisoned water 
and land. 

Not one delegation responded 
with an offer of help. “What can you 
do?” asked the delegate from the 
Ukraine. "It all happened four years 
ago. People lose interest." 
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In theory, the cautious approach may 
not necessarily be bad. There are cogent ar- 
guments for delaying price reform. The huge 
state monopolies that dominate the Soviet 
economy mean that, if prices were freed be- 
fore the companies were broken up, firms 
would reap monopoly profits. And prices 
are not the only part of reform. It may be 
more important to make an unequivocal 
commitment to private property rights than 
to free prices or exchange rates in a hurry. 

Unfortunately, the government contin- 
ues to equivocate on the basic question of 
private property. And the Soviet parliament 
is likely to regard economic reform as a kind 
of giant pork-barrel to please constituents, 
rather than a means of encouraging effi- 
ciency. By the time it had finished with the 
new social-security law, spending had been 
blithely increased by 46 billion roubles. This 
alone increases the planned budget deficit 
for 1990 by 76%. 

Discussion of any radical economic re- 
form has now been postponed until at least 
the autumn. (Whatever happened to the ar- 
gument that Mr Gorbachev needed his dra- 
conian presidential powers in order to push 
through necessary but unpopular policies?) 
Even on the most optimistic timetable, any 
serious economic reform will not now begin 
to bite until the middle of next year. It is an 
open question whether the impending eco- 
nomic catastrophe can be postponed that 
long. In 1989 Soviet cnr fell by around 5% 
in real terms. This year, if the first three 
months are anything to go by, it may fall by 
10%. This contraction in output is com- 
bined with widespread social disorder and 
hostility to the central government. By the 
time Mr Gorbachev comes to recognise that 
drastic reform is needed, politics will make it 
even harder for him to implement it. Al- 
ready, it may be too late. 
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The Baltics 


Divided they 
stand 


FROM OUR BALTIC CORRESPONDENT 


J: THE presidents of the three Baltic re- 
publics had any illusions when they met 
last weekend that by co-ordinating their 
moves to independence they could push 
President Mikhail Gorbachev to the negoti- 
ating table, they were wrong. Two days later, 
on May 14th, Mr Gorbachev issued decrees 
outlawing the independence declarations of 
both the Latvian and the Estonian parlia- 
ments. For him, they are now in the same 
doghouse as the Lithuanians. 

In Latvia and Estonia tension has 
quickly spilled over on to the streets. On 
May 15th in Tallinn, the Estonian capital, 
some 2,000 local Russians opposed to inde- 
pendence demonstrated noisily outside par 
liament. Others have called a general strike. - 
for May 21st. In the Latvian capital, Riga, 
groups of army officers and military cadets 
protesting against the independence dec- 
laration tried to push their way into 
parliament. 

History and political turmoil have 
thrown the Baltic peoples together. Yet they 
have less in common than outsiders may 
think. "A Lithuanian would sell his mother 
if he thought he could blame it on someone 
else. I was in the army with Lithuanians, and 
if one of them was your sergeant you might 
as well hang yourself." That comment came, 
not from a Russian chauvinist, but from a 
senior official of the Latvian Popular Front. 

The Latvians admire the Estonians for 
being hard-headed, honest and determined, 
but also see them as cold, reserved and arro- 
gant. The Estonians look down on the Latvi- 
ans. But they look down on everybody, ex- 
cept perhaps the Jews, the remnants of 
whom are still disliked by many Latvianf 
and Lithuanians. 

The Estonians and Latvians are, or 
were, Protestant. They pride themselves on 
being hard workers—a claim considerably 
undermined by life under communism— 
and have the usual Protestant prejudices 
against the Catholic Lithuanians. These are 
regarded by their fellow-Balts as emotional, 
excitable and irrational—all characteristics 
shown, some say, by the Lithuanian leader- 
ship in recent months. Yet in the weeks 
since their declaration of independence in 
March ordinary Lithuanians have displayed 
a patience and calm which have been the de- 
spair of journalists seeking excitement. 

For their part, Lithuanians regard their 
Latvian neighbours as uncharitably as the 
English do the Scots. They hardly think at 
all about the Estonians. This is partly be- 
cause it has been the Soviet Union's policy 
to keep the republics rigidly apart. Such 
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FROM OUR SPECIAL CORRESPONDENT IN VIENNA 


IDDING for whether the 
t 35-nation. European sum- 
mit later this year will be in Paris 
or Vienna may already be over. 
When the Austrian chancellor, 
Mr Franz Vranitzky, met Mr 
Francois Mitterrand earlier this 
month, he did not seriously challenge the 
French president's pleas to be allowed to 
play host to this diplomatic spectacular, at 
which German unity is to be consecrated 
and a conventional disarmament treaty 
endorsed. If Mr Mitterrand feels that the 
new order in Europe must be remembered 
as having begun at the Congress of Paris, 
then that is all right by the Austrian gov- 
ernment. The Austrians, after all, got the 

| Congress of Vienna, 175 years ago. 
| The Austrians have not rolled over. A 
| summit in Paris would save the Austrian 
government from protocol embarrass- 
ments over Austria's president, Mr Kurt 
Waldheim. He is still the target of accusa- 
tions over his behaviour while an officer 
with the German army during the second 
world war. More seriously, the Austrians 
are looking to the future. They hope that 
the Conference on Security and Co-oper- 
ation in Europe (CSCE)—to give the 35- 
nation group its full títle—will grow into a 





practical co-operation as there has been be- 
tween the Baltic republics until recently has 
been worked out by Baltic deputies in the 
Moscow Congress of People's Deputies. 

If they achieve the independence they 
want, these countries will be shaped by their 
differing historical and cultural links. The 
Estonians have a head-start because of their 
ties with Finland, whose language is similar 
to theirs. With Finnish hotels sending laun- 
dry over on the ferry to take advantage of 
cheap Estonian labour, Tallinn is already in 
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Towards the Congr 








ess of Paris 


durable body that can contrib- 
ute to security in Europe. If it 
does, they want its institutions 
in Vienna. For French backing 


to trade a one-off summit. 


there will be a CSCE summit this year. But 


the United States and some other NATO. 


countries insist that a conventional disar- 


mament agreement should be ready be- 
forehand. Although only two months ago f 
it looked as if this target would easily be 


met, negotiations at the Hofburg Palace in 
Vienna bogged down in the spring. Ofthe 
23 countries at the table, the 16 NATO 
ones work reasonably well together. Co- 
 Otdination has all but broken down 

among the Warsaw-pact seven. 
Mr Oleg Grinevsky, the Soviet negoti- 


ator, has had to wait ever longer for in- 


structions from Moscow. Committees of 
the Soviet parliament are insisting on hav- 
ing a say. Soviet generals also seem to be 
having second thoughts. 

The talks augured well at the start, 
since the Soviet Union had agreed that it 
would have to cut more weapons and men 
than the West. But that was before change 


swept Eastern Europe. The Soviet side has _ 


some ways the poor suburb of Helsinki. 
Lithuania’s closest economic links are with 
the Poles. The Latvians look hopefully to 
Sweden, but that country is not anxious to 
get embroiled with the Balts. 

Yet, whatever their differences, the 
Balts do have one thing in common: their 
enduring detestation of the Russian immi- 
grants in their midst. They contemptuously 
call them “Asiatics”, carriers of economic 
and cultural decline. 











on this, the Austrians are glad ; 


This manoeuvring assumes - 
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lately seemed less Beiib 

































oropa WE 


ber, Mr Edward Shevardnadze, have not 
managed to move things forward this _ 
week, maybe Presidents Bush and Gorba- . 
chev will when they meet at the end of the | 
month. The chances still look fairly good. | 
Mr Bush wants an army-cutting deal for - 
political reasons, Mr Gorbachev wants | 
one even more for economic reasons. The 
dira may get their Congress of Parisaf- | 
ter all. "e 
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Italy E Mi 
Death of Venice? - 


[ R GIANNI DE MICHELIS, Italy's for- 
eign minister, wants to bring a world 

trade fair to his exquisite home city, Venice 
Conservationists say that would be th 
death of Venice as we know it. 57 
Mr De Michelis says he holds Ve 
quite as dear as the architects and art 
torians, both Italian and foreign, who. n 
furiously oppose him. His aim, he say 
revitalise the languishing city. Flambc 
as usual, he agrees with those who say 
world trade fair would bring Venice 
knees. His argument is that only a th 
great as that of a vast show like Expo 2 
can shake local politicians out of thei 
thy. They must be forced to impro: 
vices, restore the city, clean up the lag 
and find ways of regulating the rising 
of tourists. More, he says that 5,00 
jobs in electronics and telecommunicat 
would bring new blood to the old place 
The proposed theme of the exhibit 

as ambitious and imaginative as M 
Michelis himself: “the construction 
world equilibrium". Its chief promoter 





Too delicate for Expo 2000 


prise, surprise) is Mr De Michelis's brother 
Cesare, as managing director of a consor- 
tium of 35 companies. He says its theme will 
be how to harness technology in the interest 
of conservation. To those who grumble that 
'enice already has more visitors than it can 
cope with, he has a suitably high-tech re- 
sponse: an electronic system to ration visits 
and guarantee a fixed number of ticket- 
holders access to the city's monuments. 
Would it work? The sponsors of a Ven- 
ice Expo count on 30m visitors, with an av- 
erage between March and June in the year 
2000 of 250,000 a day. To spread the load 
(and the economic benefits) the Veneto re- 
gional government proposes dividing the 
exhibits between Venice itself on its island, 
a mainland site near the horrible industrial 
centre of Mestre, and the neighbouring cit- 
ies of Padua and Verona. The critics say far 
too many visitors would come to Venice it- 
self, and that no foreigner in his right mind 
vould miss a glimpse of the Grand Canal. 
A report for the municipality of Venice 
says that the city's maximum comfortable 
capacity is 22,400 visitors a day; any more 
means queues and trouble. It reckons that 
100,000 people could just be squeezed in, 
and there would be more than that at least 
once a week throughout the fair. Venetians 
remember with horror the havoc caused 
when the British pop group, Pink Floyd, 
performed opposite St Mark's square last 
July. The garbage was knee-deep, and the 
square's delicate stonework was damaged. 
Mr De Michelis used to brush off the 
moaners. Now even he has begun to falter. 
His plans have been disowned by two fellow 
government ministers. Another Italian So- 
cialist, the European commissioner for the 
environment, Mr Carlo Ripa Di Meana, 
says there must be a full-scale study of the 
environmental impact. Even Expo's biggest 
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FROM OUR DUBLIN CORRESPONDENT 


EN an Englishman wants to in- 
sult an Irishman, he may (among 
other things) call him a bog-trotter. The 
insult may soon cease to sting: Ireland's 
spongy landscapes are becoming a source 

of national pride. 

Enthusiasts have just celebrated Bog 
Week at the village of Letterfrack, on Ire- 
land's Atlantic coast. Conservationists 
and other green folk came from around 
Europe to tell the Irish how important 
their bogs are. There was a particular 
swell of pride when a wetlands expert 
from Amsterdam University calculated 
that the soggy parts of Mayo and Galway 
alone have a capital value of Ir£2 billion 
($3.3 billion) as a tourist asset (once you 
reach the end of the rainbow, maybe). 

That sort of talk may encourage Ire- 
land to take better care of its bogs. The 
boglands, mostly found across the mid- 
lands and along the west coast, are wild 
and beautiful. They were long used for 
nothing more than sheep-grazing and 
fuel (turf cut from the bogs can be dried 
and burned). In the 1940s a state-owned 
company began to harvest the turf com- 
mercially. Now about 100,000 hectares 
have been sliced away, leaving dismal 
tracts looking like wet brown deserts. 

European Community policies, as- 
sisted by short-sighted Irish govern- 
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The beauty of the bog 





ments, have done more damage than 
turf-cutting. Subsidies from Brussels 
have encouraged farmers to put too 
many sheep on their bogland. EC policy 
has also encouraged conifer plantations 
to spread across the bogs. In 1979 private 
investors put in only 134 hectares of 
plantation; in 1989 the figure was 8,594 
hectares, much of it on bogland. 

Soil erosion caused by over-grazing 
on bogs has ruined salmon rivers and 
caused flooding. Afforestation has de- 
stroyed archaeological sites, and endan- 
gered the tourist charm of one of the last 
wild stretches in Western Europe. 

How fast are Ireland's bogs disappear- 
ing? Early this century, there were about 
150,000 hectares of bogland. Now An 
Taisce, the Irish national trust, says only 
about 85,000 hectares are worth consid- | 
ering for conservation; and less than 
7,000 hectares have statutory protection. 

The enthusiasm for expanding tour- 
ism in the bogs has encouraged a degree 
of local entrepreneurial spirit. Not all of 
it is good. Seven bog sites are deemed by 
An Taisce to be of "highest conservation 
importance". To encourage visitors to 
one of them, Roundstone bog, local busi- 
nessmen want to build an airport in it. 
Some bog boffin might tell them that 
would rather defeat the purpose. 





sponsors, Fiat and Olivetti, seem to be get- 
ting cold feet. 

On June 14th the Paris-based Bureau In- 
ternational des Expositions is due to choose 
between Venice, Hanover and Toronto. 
Many will hope that it rejects Venice. Mr De 
Michelis argues that his fellow-citizens need 
the whiplash of Expo 2000 if they are to get 


things done. But there is a discouraging 
precedent. The first match of the World 
Cup for soccer is due to kick off on June 7th, 
only three weeks away. ltalian taxpayers 
have forked out at least 5 trillion lire ($4 bil- 
lion) for preparations in 12 ltalian cities. 
Most are by no means ready yet. 
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For a corporate finance 
partner in Asia, 
transactions speak louder 
than words. 











The proof of a bank's capability lies in its network gives us the kind of financial muscle 











effective financial solutions 


performance. international expertise and local market it's this combination of size, international 
Ours in Asia emanates from the relation- know-how that only a handful of banks are network, specialized industry knowledge and 
ships we build with our clients, the extent of our — able to rival. our approach to client relationships that helps 
global network. and the range and depth of the Then there are the Chase people. set Chase apart from other financial institutions 
professional expertise we are able to deliver. Professionals who are able to harness Chase's But when it's time to think about choosing 
A Total Capital Base of more than USSH} resources on behalf of their clients and create a corporate finance partner in Asia, we think 
billion and a fully integrated Asian and global tailored financial strategies and then deliver transactions often speak louder than words, 





The Chase Manhattan Corporation 
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Northern Telecom helps shift billions of dollars a day 





Who do bankers bank on? 


For the Brussels-based Society for Worldwide 


Interbank Financial Telecommunication (S.W.LET.), 


the answer is simple. 

Northern Telecom. 

S.W.L ET. provides transmission services among 
major banks round the world. They chose us to 
provide them with the most reliable data network 


available.We are, after all, not just Europe's, but also 


the world's largest supplier of data packet networks. 


When completed, this telecommunications 
solution will connect some 2,600 bank locations in 
Over sixty countries. 


So much for the big money. 


Now what about the peanuts? 

For Cargill, one of the leading agricultural ai 
commodity companies, the problem was entire 
different. They needed an internal phone syste 
that ensured fast and reliable communicatio 
between their commodity traders across the wor 

They chose Northern Telecom because no o 
sells more advanced business communicatio 
systems than we do. 

Just two of the ways in which Northern Telec 
advanced telecommunications products are helpi 
both big and small businesses in more than o 
hundred countries worldwide. 


Can we help you? 





But we also help if it's BARER 


northern 
telecom 


TECHNOLOGY THE WORLD CALLS ON. 





NEW FRO 








he technical textile industry has expanded 
rapidly in recent years as competitors 
from low cost countries intensifies in the 
apparel sector. An estimated 30% of all fibre 
now consumed in the USA, the EC and Japan 
roes into technical applications — from 
medical textiles to those used in aerospace, 
communications and protection. Technical 
Textile Markets is a new quarterly publication 
rom The Economist Intelligence Unit that will 
ghlight current trends and market 
evelopments, and enable you to make the 
nost effective decisions for business success. 


ach quarter, Technical Textile Markets 
rings you detailed commentary and ana 
n: 


pa apie io eu Ria OF ami gs EE EE Roa Ob up oe REVOCARE ORO uS PRA E EON e TACNA UC IW ui 






























ysis 


» Technical developments 

» Profiles of the key players 
Specific market segments 
Industry analysis by country 











For executives involved in technical textiles, 
either as a producer or an end-user, Technical 
Textile Markets provides you with clearly 
presented, up-to-date information to help vou 
xploit market opportunities. 
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ormal Price: (1 years subscription) 

K and Europe £395; The Americas US$750; Rest of World £410 
ATH DISCOUNT: 

UK and Europe £355; The Americas US$675; Rest of World £369 


[] Please send more information 
L] Please send an invoice 

{] I enclose a cheque for £/US$ 
[] Please charge £/US$ to my O American Express D Visa 


Account 
| Number 
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The Peninsula Group Reservations Centre, Hong Kong. 
Tel: 8407722 Fax: 845 5508 
The Manila Peninsula Tel. (2) 819 3456 Fax: (2)815 4825 
















i XDITV THE 
Signature Expiry Date PENINSULA 
Please send your order to: lan Hallsworth EMGL GROUP 





Marketing Department 
The Economist Intelligence Unit Limited 









49 Duke Street, London WIA IDW The Economist 

United Kingdom | i i ! Horus 

Tel UK: 071 493 6711 Fax UK: 071 499 9767 Intelligence U nit Preferred Hotels Worldwide / Utell International Steigenberger Reservation Service 
Tel Rest of World: (44 1) 493 6711 ' A division of Business International 


DEMENS 


| 
| 
| 
| 
| 
| 





likely, admitted 1| had to endure a rematch. 
Nor | 
br t Modern times 
i d ministers 
e do be modest with their spend- British Steel announced plans 
ing bids. Which begs the ques- to shed 770 jobs at its 


“| The agriculture minister and 


" campaign in England. Two 


they left one soldier dead, an- 
. other badly wounded and sev- 


. day between the attacks, the one" said the first officer of For the first time ever, more cial nose for the food and 

. top brass in Northern Ireland the Boeing 737 in last year's foreign equities than British drink industry. Sensors that 
. joined leaders of Sinn Feinat |- . M1 crash, according to one. ones are being traded on the | mimic the human nose will al. 
_ the funeral in Armagh of Car- | witness at this week’s inquest. | London stock exchange. The | low brewers to check beer = 
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Taxing and spending Lonrho, the internation: 
trading group, issued a 
Labour’s executive af r against Norman Tebbit. 


leges that as trade and 
try secretary he mishandled 
. the House of Fraser take- 
t. over in 1985, depriving — 
` Lonrho of the chance to bid 


further dilutions of 
ism, including the ac 
of tough restrictions 
unions. Neil Kinno 
soothing noises abo 





|| A total of four hours of play 
|} in the Scottish and English FA 

"|| cup finals produced no re- 
||. sult. Aberdeen beat Celtic i 

“|. penalty shoot-out; Crystal 


Pre-election tax € ^ ace and Manchester Unit 


Ravenscraig works in Scot- 


R e engine; li fact Eie | i 
land. BS’s boss, Sir Robert ` 


left one was on fire: The crash 


The Stevens inquiry into col | 
lusion between Ulster’s secu- 


tion of how the government 
will dig itself out of its holes 








on poll tax, teacher shortages, | rity forces and loyalist gunmen | cost 47 lives. Both. pilots sur- | Scholey, said he expected min- 
transport, etc. published a summary of its fi- | vived and are due to give evi- | isters to be “keen to encour-. 
nal report. Its conclusion: co- | dence themselves at the end of age us" as a privatised com- 
The ministry of defence lusion may never be elimi- the inquest. © ^ | pany intent on efficiency. But 
froze civilian recruitment and | iated but is "neither Mx |. « the Tory Scottish secretary, 
procurement until it has widespread nor institution- Healthy competition? Malcolm Rifkind, called for 


alised". Several security force _ 

procedures were criticised; two | More shots in the undeclared 
police officers face possible | Tory leadership battle. M 
prosecution. : | garet Thatcher insisted she 


worked out an emergency cuts 
package. The ministry hopes 
to save at least £350m in the 
present financial year but ap- 


closure. They will. 





| Scots to rally against the 
| 





. After 44 consecutive monthly . 


pears deeply split over plans would stay on. Michael - falls, the seasonally-adjusted 
or more sweeping cuts. Heseltine publicly agreed she unemployment rate rose in 
should, and went on ied ar April, by 1,200 to 1.6m. 
i every ten minutes to temin 

Danger signals people of his non-candidature. | Up to 15 miles of the Devon. : 
The latest mindless food Norman Tebbit hinted he coast were polluted by an oil: 
scare—against beef—took off. would leave politics if he could | spill after two tankers collided 
It was launched by a dead cat, | | 


not become prime minister. in the Channel. 
victim of mad-cow disease. EE | 


the chief medical officer as- 
sured humans they had noth- 
ing to fear, but over 1,000 
schools stopped serving beef 
for lunch. A Commons com- 
mittee announced an inquiry. 





dr What do prisoners, cars and 
babies have in common? They 
are all candidates for elec- 
tronic tagging. A scheme to 
attach sensots to newborn ba- 
bies to prevent abductions was 
unveiled by St Thomas's hos- 
pital, London, where a baby 
was kidnapped in February. 
Mothers may veto the tags. 


Fears grew of a renewed IRA 


bombs exploded outside 


army premises in London; 


The government backed a. l 
project to develop an artifi- 





eral civilians injured. On the "It's the le... . It’s the right 


dinal O Fiaich. So the captain shut down the | prototype European market? standards more efficiently. 
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hare up by 14 





up from 11.8% to 12.2%. 





from 27% to 1796. 
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Cutting back on greenery 


Pruned of most of its radical ideas d left inis with an outline of how to 
spend more public money—that looks the likeliest shape of the govern- 
ment’ s white paper on the environment, due out this autumn 


T LAST year’s Tory party conference, | 


Mr Chris Patten, freshly promoted to 
head the Department of the Environment, 
gave himself a year to produce : a white paper 

h that topic. He did so with the careless 
“enthusiasm of a new minister leaping on a 


popular bandwagon. As the white paper 


starts to take final shape, it is emerging as an 
uninspiring document, long on detail but 
lacking a clear definition of what environ- 


= ment policy should cover, let alone a coher- 


= ent intellectual approach. 

“Mr Patten's decision to appoint Profes- 
David Pearce, an environmental econo- 
mist, as an adviser last August raised expec- 
tations that the white paper would take as its 













make green policies work. The main such 


tion, imminent electricity privatisation and 
a looming general election has done away 


~ ot charges. Indeed Mr Kenneth Baker, the 
Tory party chairman, takes an embarrass- 
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theme the use of economic mechanisms to 
mechanism under consideration in White- 


hall at the moment is old- fashioned. publie 
spending. The combination of rising infla- 


with most thoughts of environmental taxes 


ingly. dine interest in the paper as a central 


part of the next election manifesto. 


Some early obstacles to Professor 
Pearce's ideas have disappeared—not least 
Mt Nigel Lawson, who was vociferously hos- 
tile to the concept of environmental taxes. 
His successor, Mr John Major, is more open- 
minded. He has been willing to discuss green 
economic instruments, and a number of re- 
search contracts have been signed to see 
how they might work in practice. His Trea- 


- sury officials, however, still argue that envi- 


ronmental taxes are their business, not that 
of the environment department. 

A much bigger problem has been the at- 
titude of the prime minister. She chairs the 
cabinet committee drawing up the white pa- 
per, and appears to have lost much of her 
earlier, over-publicised zeal for the subject. 
Alarmed by inflation and worried by the 
trade deficit, she has ruled out anything 
likely to raise prices or hurt British indus- 
try's competitiveness. 

Many of the likely proposals in the 
white paper would eventually increase pub- 
lic spending. It will suggest more cash to ex- 





. money dependent on acceptably. gree 
į haviour. | 


5 Hs be drafted by the end of July, 


however, keen first to see a price tag. 










































hort industry and the public to save 
more for public transport; and a huge 
orate scheme (which may be run by M 
ten's department rather than by ie Mi 
try of Agriculture) to pay landowners 
s their land in greener ways. hoa 
that cash will go to offset the > 
harm done by the price incentives o 
EC's agricultural policy; though. the ag 
ture ministry hopes to extend "gr 
ditionality”—making payments- of 





The paper’s timing is unf : 


annual Whitehall public-spendi 
will be only half-finished. Mr Patten 
have to fight simultaneously for more 
spending and, wearing his local-govert 
hat, for large sums to offset the elect 
damage done by the poll tax. | 


Missing targets 
Global warming has dominated discussio 
of the white paper. Pressure for Britain to se 
a target for some reduction in the “gree 
house" gases will grow later this mont 
when the first report from the worldwide I 
tergovernmental Panel on Climate Chang ! 
is finalised. The report will predict a rise in 
global mean temperatures of 1.322.5C 
above pre-industrial levels by 2020, and of - 
10-32cm in the sea level by 2030. : 

Mr Patten has already agreed to stabilise 
Britain's output of carbon dioxide—the 
main greenhouse gas—without saying b 
when or at what level. The white paper wi 
have to go further, if only because it wi 
come out just before the first prospectus for 
privatisation of the electricity industry. That 
industry accounts for a quarter of all Brit- 
ain’s greenhouse gases. If the government 
going to set a target figure for reducing emi 
sions, it will have to do so before selling élec 
tricity. | 

The prime minister is still thought to 
willing—just—to agree to targets. Sh 


particularly anxious to avoid a repetition 
the international agreement to cut the 
ozone-damaging CEC gases:  third-wo 
countries signed up first and now want 
from the first world to help meet their go 

Britain would prefer the world to 
about how to cut carbon emissions, r 
than targets. But over the past week the go 
ernment has inched closer to endorsing 
target. Mr David Trippier, Mr Patten'se 
lient environment deputy, announced 
global warming is already happening. 
ing targets, he said with reckless hon 
would cause "pain and anguish”. A 


BRITAIN 





June meeting of EC environment ministers, 
Britain may take the plunge. The Ec Com- 
mission, and several individual EC countries, 
want an agreement to stabilise emissions at 
present levels by the year 2000. The envi- 
ronment department is already calculating 
that if "present" means 1990, Britain will 
suffer: the current economic downturn will 
cut emissions below their usual trend. 

As part of the white-paper exercise, the 
Treasury has co-ordinated an interdepart- 
mental group on environmental economics 
(or IGEE, affectionately pronounced “Iggy”’) 
to try to establish the costs of action to avert 
the risk of global warming. IGEE argues that 
the government should take account of the 
danger that a sudden and unpredictable nat- 





ural catastrophe might be triggered by an 
unprecedented acceleration in temperature 
change, and that some action is justified on 
purely precautionary grounds. 

But without some commitment to en- 
sure higher energy prices, the white paper 
will have difficulty charting a convincing 
path towards a reduction in Britain's emis- 
sions of carbon dioxide. It will test to de- 
struction the possibilities of exhortation— 
companies will be urged to conduct environ- 
mental audits, industries to set up voluntary 
green-labelling schemes, car manufacturers 
to build more fuel-efficient engines. The ex- 
isting digest of environmental statistics will 
be brightened up and relaunched, to show a 
commitment to better public information. 


Mad cows and ministry men 


HE Ministry of Agriculture (MAFF) 

has been put to shame by the madness 
and death of Max, a Siamese cat from 
Bristol. Max's brain—like those of 13,000 
British cows, one of which found its way 
into Max's supper—had gone spongy. lt 
took nothing more than someone in a 
white coat pointing out that homo sapiens 
might be next, and the stampede was on: 
within days beef was welcome nowhere 
but on the front pages of newspapers. 

So where was the ministry, when its 
steadying hand was needed? Being ig- 
nored. Although Max's death has failed 
to prove that mad-cow disease travels eas- 
ily from species to species on a plate—a 
highly uncertain proposition—it has 
proved beyond scientific doubt that no- 
body trusts MAFF any more. Salmonella, 
botulism, listeria and now BSE (bovine 
spongiform encephalopathy)—Max be- 
longs to a sequence of food scandals that 
the ministry seems powerless to prevent. 

MAFF's performance is all che more la- 
mentable because it had ample time to 
prepare its arguments. The first case of 
BSE was spotted in November 1986. De- 
spite plenty of juicy facts to pick on, cover- 
age in the tabloid newpapers did not go 
far beyond a fantasy that the volatile Mr 
John McEnroe might have contracted the 
disease by chewing on the gut strings of 
his tennis racket. But MAFF must be naive 
as well as ineffectual if it thought that BsE 
would blow over. Britain's townies, the 
majority of the population, are only too 
ready to believe that nasty things happen 
down on the farm. It took only the death 
of a pet to get the BsE bandwagon rolling 
in earnest. 

Mr Richard Lacey is a professor of mi- 
crobiology at Leeds University. He is no 
expert on spongiform encephalopath- 
ies—which break most of the rules of 
medical science—but he has become a vig- 
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ilante on the food front, since resigning 
from a government committee in protest 
against MAFF's complacent handling of 
the salmonella scare. On May 12th he rec- 
ommended that 6m cows—half Britain's 
herd—be slaughtered. Within a few days 
local authorities in Humberside, West 
Yorkshire, Oxfordshire, Staffordshire, 
Derbyshire, Liverpool, Richmond-upon- 
Thames and even (though it was promptly 
arm-twisted into changing its mind) high- 
Tory Westminster had banned beef in 
schools. 

[n vain did government scientists insist 
that there was no evidence that BSE could 
nobble people. Still more in vain did the 
agriculture minister, Mr John Gummer, 
assure the Commons that they were right. 
Few people take Mr Gummer as seriously 
as he takes himself, and his recent asser- 
tion to an audience of butchers that vege- 
tarianism was contrary to Holy Writ 
hardly helped. 

The funny thing about the ministry's 
predicament is that, for once anyway, its 
experts are at least half-right. BSE is not 
really novel. It is a bovine version of scra- 
pie, an age-old—though poorly under- 
stood—disease which is found in sheep. 
According to a non-MAFF expert on scra- 
pie, who has seen part of Max the cat's 
brain, there is no doubt that Max died of 
scrapie. It also appears that Max had been 
fed on offal, supplied by a local petfood- 
maker, from a beef carcass judged unfit for 
human consumption because it was rid- 
dled with scrapie. 

Good reason for alarm? No. It has long 
been known that scrapie can be passed 
from sheep to other species, including pri- 
mates. Different species have different 
susceptibilities to the disease. Knowing 
that one cat has scrapie tells you nothing 
about how susceptible man might be. In 
all species, however, the dose must be ex- 





Goat's milk, Mr Gummer? 


telling people? Because of the nature of 
the disease, the chances of scrapie passing 
from cattle to humans are extremely slim. 
They are diminished still further since cat- 
tle that die of (or are slaughtered because 
of) scrapie are not eaten, but dumped. 
Scrapie is concentrated in the central ner- 
vous system. It keeps clear of muscle— 
that is, meat. Cautious people can feel 
safer by not eating any brains. You are 
more likely to die from choking on a steak 
than from swallowing it. 


family. As Mr Gummer bravely told the 
world, his children are still eating beef. 


Apart from that, the paper is likely to be 
limited largely to presenting in a coherent 
way policies that government departments 
are already undertaking. It has, indeed, en- 
couraged Whitehall to think harder about 
green issues. A main decision still to be 
taken is what mechanism should continue 
this pressure. Mr Patten, whose own depart- 
ment has no direct responsibility for the 
central environmental areas of agriculture, 
energy and transport, has always been scep- 
tical of the case for a special environment 
agency, on American lines. He would prefer 
the cabinet committee to become perma- 
nent, and to go on being chaired by the 
prime minister. 
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tremely high to cause an infection. All the 
evidence suggests that scrapie does not 
pass from sheep to humans. If it did, the 
result would almost certainly look like 
something called CreutzfeldtJakob dis- 
ease (CJD), a human spongiform enceph- 
alopathy. Yet, though scrapie has been 
known in sheep for centuries, no connec- 
tion has ever been found between CJD and 
eating mutton. 
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So what should the ministry have been 


Which is good news. for the Gummer 
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^HE prime minister and her chancellor 
have sprinkled new clues about when 
Britain might join the exchange-rate mecha- 
nism (ERM) of the Eu Monetary Sys- 
tem. These hints px ' begin 
next year—timing th 
advantageous. The 
pundit, is assuming that Bi 
before the next election 
of room for other sorts 
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n will sign up 
ut this leaves lots 
uncertainty. 


Mrs Thatcher dropped her hints at die 


Scottish Conservative party conference on 
May 12th. She said that the main condition 
which has to be met before B : 
namely that inflation should fall towards the 
European average—wa 

She pointed out that w 


ra 


hile the official rate 









9.496, the "underlying" rate 
| ne minus the inconvenient bits 
.. ...& mortgage interest) is only 6.596 — not so 







far from the European average of 5%. Mr 


John Major, the chancellor, was likewise tap- 
ping out Morse code at the previous week- 


end's meetings of the International Mone- 


tary Fund in Washington, pc. Inflation 
would fall a good deal by the beginning of 


next year, he said, going out of his way to. 


show that this would narrow the gap be- 
tween Britain and the ERM countries. 

If Britain joins the ERM early next year, 
the government should find it easier to get 
interest rates down. Inflation over the fol- 
lowing year would then be aided down- 
wards—rather than upwards, as at 
present—by changes in interest rates. An of- 
ficial inflation rate of 596 or less might thus 
be engineered by early 1992. | | 

Fine—except that the timing of ERM en- 


try is not the only issue. Since Britain's un- - 


derlying inflation rate is creeping up, not 
down, the underlying-inflation gap might 

ll be bigger by the beginning of next year, 
not smaller. Other things being equal, join- 


ing the ERM will loosen Britain's monetary - 
policy (ie, lower its interest rates). So the. 


government, fearful of City charges of reck- 


lessness,: might wish to strengthen its anti- 
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Britain joins— 


e to being met. 









| Anew kind of own goal - 


The best way to curb football violence is to make clubs pay f 
supporters' misdeeds. Here is how to do it, starting next season 


bonus for English football at the end 
of its season; the double agenda for next 


month's World Cup in Italy looks less — 
‘welcomes Evervone with an interes in ^^ 


the game will have one eye on England’s 
progress on the field, the other on the 


behaviour of its supporters. If heads are 


broken, English. clubs will almost cer- 
tainly remain exiled from Europe. 
More than that, the government 


- made it clear on May 12th that it might 
try to force the England team to pull out ` 


of the competition. The legality of this 
might keep the international lawyers 


amused. But the government was explic- 
itly linking the treatment of a football. 


team with the behaviour of its support- 
ers. It should now demand that this prin- 
ciple, with or without the courts, be ap- 
plied by the Football League in England. 
The courts have had little impact on 
football violence; the clubs still talk wea- 
rily about putting their house in order; 
the police too often face an impossible 
job on the day. So let club officials, play- 
ers and fans be given good reason to 
identify the suppression of hooliganism 
with their own self-interest. | 
_ An independent tribunal of the Foot- 
ball League, sitting throughout the sea- 


CHE FA cup replay on May 17th was a 
| 





inflation policies another way. 


It would have two main choices. It could . 
take sterling into the ERM at a higher ex- 


change rate than the one prevailing in the 
market. Or it could opt for a wide band— 
allowing sterling to fluctuate by, say, 696 on 
either side of its central rate. In that case, 
the government could position the range so 
that sterling started at the lower end, and 
then let high interest rates carry it to the top 
and keep it there. Both options imply, plau- 
sibly, that sterling is currently too cheap. 
The pound is as low against the D-mark as it 
was in early 1987—itself a low point reached 


.— after the collapse of 1985-86 (see chart). 


However, the two approaches are differ- 
ent in important ways. Option one, the an- 


. nounced appreciation, would combine ex- 


change-rate fixity (and the discipline this 
would bring to wage settlements) with some- 


- what lower interest rates (good for winning 
. votes, not so good for fighting underlying in- 


flation). Option two, the manipulated 
appreciation, would deliver exactly the op- 
posite mixture. The difference will matter a 
lot to the City. That is why its economists 
are both sure and unsure about the ERM. 








. by making deductions from its tally o 


ticket. 


United hard, had it been in place this 


been heard of Leeds’ supporters during — 































son, should be given the power to puni 
any club for its supporters’ misbehaviou 


points—and the penalties would grow 
with each conviction. A series of inci- 
dents would more or less guarantee a. 
club's relegation. In addition, clubs be- 
low the first division which accumulate 
enough points in a season to merit pros“ 
motion should have to satisfy the tribu- 
nal that their supporters are worthy of a 
more illustrious fixture-list. Clubs failin 
this 


test would lose their promotic 
Such a regime might have hit Leeds 


month. Leeds’ supporters ran riot in. 
Bournemouth on May 5th, after a match 
that confirmed the side's move from the 
second division to the first next season. 
Notorious in the 1970s, not much has. | 












the club's eight years in the second divi- | 
sion. The club's management would, un- - 
der this system, have had to persuade the | | 
Football League tribunal that Bourne- 
mouth did not presage a return to the || 
bad old ways. Who can doubt that the | 
Football League would have had wide | 
support in giving Leeds a firm thumbs- | 















down? 



















Graduate recruitment 






T HE milk-round—the yearly attempt by 

employers to collect the brightest bottle: 
from British universities—is drawing to 
close, and the major universities have beer 
producing reports on the careers most popt 
lar with last year’s output. Law and consu. 
tancy seem more attractive than ever-—bu 
the City's lure is no longer what it was. 

Banking and broking appear to hav 
lost much of their pre-crash glamour. E 
at Oxbridge, traditionally their main sour 
of recruits, they last year picked up: 
about half as many graduates as in 1 
(leaving them with 3!2% of the total). 
Alan Fawcitt, careers adviser at Cambri 
University, says he has seen no conspicuo 
drop in City vacancies; he thinks there 
just much less interest in finance as a career 
A bad press has not helped—all those pur 
ple profiles of paid-off, burnt-out City ex 
utives facing oblivion at 30. But perhaps 
dergraduates have also got wind o 
changed mood amóng those who are now 









v years into their first City jobs? 
| In the mid-1980s Oxbridge in particular 
as awash with aspiring Gordon Gekkos. 
t many of those who got the plum jobs 
ve had an uncomfortable time since the 
ash of 1987. Some have simply found the 
essure of working constant 12-hour days 
‘oo much; others have found a big salary no 
ompensation for a lack of intellectual stim- 
ilus. Even some of the most prestigious 
yanks have seen an exodus: the London arm 
of ye Morgan, an American bank, has lost 
‘nearly 4096 of its 1987 graduate intake. 
Some of its competitors have fared even 
- worse. SLE 
© The banks themselves claim to have 
reached their recruitment targets in 1990. 
They have taken fewer graduates post-crash 





































(€ (ANE of the most offensive and viru- 
~ AJZ lent newspapers in Europe" was 
what Lord Clarendon, the Lord Lieuten- 
ant of Ireland, once called the Tablet, a 
Roman Catholic weekly. That was in 
1849, not long after the paper, which this 
"week celebrates its 150th birthday, was 
. launched. It carried at its masthead the 

words of Edmund Burke: “My errors, if 
any, are my own: I have no man's proxy”. 
—. That has not always been true. In the 

1920s the Tablet was owned by the Ro- 
man Catholic archdiocese of Westmin- 
ster, and its editor called on the arch- 
" bishop each Monday afternoon to get his 
line. Today it belongs to a trust chaired by 
the Duke of Norfolk, England's leading 
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'gue, sim 


- Bang; but that, they ar 


the industry and volatility in 
- the markets. The market boom 
in 1986-87, they say, encour- 
aged irresponsible recruiting; 
now both employer and job- 
seekers are more realistic. 
. One result of the City's 
boom-and-bust, anyway, has 
been a heightened interest in 
the law: the City's solicitors are 
pulling in new recruits in 
droves, many of them former 
bankers and brokers. (In a 





employees in their 20s, The 
Economist found ten had be- 
come entrepreneurs and seven 
were now lawyers.) This trend 
is reflected in career choices at undergradu- 
ate level, confirmed by university careers ad- 


visers across the country. Why? An adviser 


at Bristol says that students see law as a “real 
career". Graduates are trained and obtain a 
formal qualification; and, as in management 
consultancy, the salaries are juicy too. 

What other trends are on the up? The 
number of graduates travelling and doing 
casual jobs abroad seems to be rising 
steadily. The Oxford University Appoint- 
ments Committee's annual report on gradu- 
ate placement, to be published shortly, 
notes a “more relaxed attitude by many stu- 


dents towards career decision-making "—a 


striking contradiction of the old jibe that, in 
the serious money era, students couldn't 
wait to jump into grey suits. It suggests some 
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Keep taking them 


Graham Greene. | 
. Edited since 1982 by Mr John Wilkins, 
a former Anglican, the Tablet is finan- 
cially viable, which helps. Its circulation 
has risen to just under 16,000, its highest 
ever, and its readers include a growing 
number of non-Catholics. Mr Wilkins de- 
scribes his editorial line as "extreme cen- 
tre". But the Tablet displays a distinct 
coolness towards the present neo-conser- 
vative line of the Vatican, a coolness re- 


ply mirrors the contraction of 


straw poll of 40 former City 































same from one year to the next: manu actur- 
ing industry is still attracting an ever-smaller 


proportion of the best graduates available. 
Its share of those leaving Oxbridge has 
fallen sharply (see chart). Ata national level, 
the figures are less dramatic but have only 
managed to hover around 15-1696 since 
1984 (around 11% go into post-graduate re- 
search). With notable exceptions such as 
Unilever, ici and the oil companies, the sala- 
ries offered by industrial companies remain 
well short of those available in service 
businesses. j | 

Industry's plight is brought home by a 
survey of private-sector employers published 
in March by the Policy Studies Institute and 
the Institute for Employment Research. It 
showed that—for all the scepticism sur- 
rounding the City—the "finance and busi- 
ness sector" still managed to recruit 36% of 
all graduates in 1988. That was more than 
the energy, chemicals, engineering, tran 
port and communications industries put tu 
gether. Indeed, the shortfall in graduates— 
those wanted but not recruited—in these 
five industries exceeded the number of grad- 
uates actually hired. 

Industry's unsexiness is not simply the 
pay-packet. Careers advisers say too many 
young hopefuls scan the manufacturers’ cir- 
culars and find the promotion prospects 
bleak, the management hierarchy impene- 
trable. Selling Eurobonds may now look te- 
dious; but a two-year training course in tot- 
ting up the weekly widget-output in Bingley 
is hardly a call to arms either. 





ciprocated in Rome. Mr Wilkins insists, 
however, that unlike the openly anti-cleri- 
cal Italian press which the Vatican monsi- 
gnori choke over every day, the Tablet is 
"loyal but critical". Critics of the paper 
think too many former priests write for it. / 
But even they agree that its topicality, 
comprehensiveness and intellectual con- 
tent make it necessary reading. 

Not that the Tablet is all high-minded 
theological and political analysis. Some of 
the old invective that used to be the pa- 
per's hallmark remains. The issue of May 
12th carried a splendidly vituperative at- 
tack by Father Michael Campbell-John- 
ston, the boss of the English Jesuits, on | 
Lord Rawlinson, a Catholic peer and for- | 
mer Conservative attorney-general. In a | 
recent book, Lord Rawlinson accused the 
Jesuits of uncritical support for Marxist 
revolutions. Father Campbell-Johnston 
ends his attack by citing Dr Johnson: 
“Your manuscript is both good and origi- | 
nal; but the part that is good is not origi- | 
nal, and the part that is original is not 


good”. A counterblast is awaited. 
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“CHE. hin nistry of defence is i proud ofits 
EP t silent, ‘Secretive facade. Behind it, 





"ctor spending. round- : 
: choes of the combat. It is more 










| eiii papers are the with: l [rawal 
m aa of much of the British 


onment of i on max id Figh Y 


tre of d d argument is the 
: secretary, Mr Tom King, a bluff, 
tweedy and cautious man. He is ambitious 
to succeed Mrs Thatcher (and is champi- 
oned by that epitome of the bluff and 
tweedy, Viscount Whitelaw). Mr King is 
attempting to play down talk of an early 





bling over. 

A semi- formal group set up by Mr 
King to study “ options for change" (in re- 
ality, though never in name, a defence re- 
view) will report by June. Co-ordinated by 









ters, Mr Alan Clark and Mr Archie Ham- 
ilton; General Sir Dick Vincent, the next 
chief of the defence staff; and the minis- 
try s financial brain, Mr Ken Macdonald. 

General Vincent's role is vital. An 
articulate Royal Artilleryman, he will 

. Soon become the first chief of the defence 
staff not to have headed one of the three 
services—a result of the 1983 Heseltine 
defence reorganisation, which was meant 
to reduce inter-service rivalries. General 
Vincent is known in the ministry as “truly 
purple”: that is, neither army-khaki nor 
navy-blue but committed to an all-round 
view of defence. He is steady under fire 
too: he won a DSO in Northern Ireland 
and even in the company of Mrs Thatcher 
he barely flinches. 

-He and the ministry's senior civilian 
official —the permanent secretary, Sir Mi- 
chael Quinlan (a passionate, Roman 
Catholic theorist of nuclear deterrence).— 
are well aware that deep cuts will be re- 
quired. The impact of higher-than-ex- 
pected inflation on the 5396 of the minis- 
trys spending that goes on pay and 
pensions already amounts to a real cut of 
nearly 296 in the £21.2 billion military 
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i an i nenika noisy fis : 





pens a aré 


y of the Rhine and the possible a aban- »1 


"peace dividend". But his disagreement - 
with hotter-headed colleagues is now bub- 


a high-flying civil servant, Mr Rich ad - 


Mottram, it includes two defence minis- - Tom King: s court row. 


bade The Treasury's $ Mr dibus 

- Lamont has been talking of a cut amount- 
 ingto nearly 596 in real terms next year— 
v which. "would mean cancelling. major 
cut and restructure e the . « projects 









d slashing numbers, E. 

































ter iiie East on A het bal. 
ance of power has shifted, giving 
politicians and diplomats the upper hand. 


How many British troops and Tornados — 
stay in Germany will be decided by the 


politicians. 

All of which means that Mr King is ina 
dangerously exposed position. If his com- 
mittee fails to produce large spending cuts 
that still make defence sense, the ministry 
faces demoralising years of ' 'salami-slic- 
ing —continual, unplanned, 
away. Hence the readiness of some off- 
cials to ponder once-unthinkable ideas. 
Revising the refit-cycles for Trident sub- 
marines, which would allow a fleet of 
three rather than four, would produce a 
one-off saving of £800m. Buying Ameri- 


can aircraft rather than the European | 


fighter (particularly attractive if the West 
Germans pull out first and can be blamed) 
could eventually save £10 billion-20 bil 


lion. Tempting—but Mr King demands . 


caution too. How to cut deep, yet 


. painlessly? 


According to a military consultant, 
Colonel Michael Dewar, younger officers 





| Exposed on all flanks 
. should be shrunk dramatically, to become 


. marines and the paratroops should be ex-. 
- be paid more and expensively equipped. 
. Flashy new anti-tank technology for the 
paring - 
MLRS rocket system and the 12-38 aire 


. doned, saving billions of pounds. Civilian 


. istry itself, including the military chiefs of | 


ing battle begins in earnest. 





in the ministry are longing fe a a serious 

| review of the future of British defence 
"coherence is the buzz-word”. The army 
chief, General Sir John Chapple, who dis 
couraged any plans for radical change un- 
til afew weeks ago, was privately: de- 
unced asan ostrich by his juniors: Th 
in: tead -t to General Vincent. Bu 






























































> n ep a as a ‘dange 
ial maverick. “The rea 
n we heard he was coming? Imagi 

olic-.s ry which hears that 
deli e ean has. just been made 


Decer aber Mr Clark penned a cor 
dentia paper ecommending deep c cuts 
the ^ 




















g pai tly to civilian purposes or A 
ja T fo secure the Trident: y 








ime ew copies we to Mi King (who S | 
pete) and to a handful of a 


: vocal bulary, the pied of his | 
time asa trooper in the Household.Cav- 

. His paper was swiftly christened “32, < 
o you" —a reference to its rec- E 
ommendation that the navy's surface fleet | 
‘be cut from 48 frigates to 32, and that the | 
infantry be cut from 55 battalions to 32. 
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Mr Clark argued that the Rhine army 


























a modest part of an allied force in Europe. 
At the same tíme specialist forces like the 


panded in British bases where they would. 


Rhine front, like the Trigat missile, the. 
launched missile system would be aban- 


staff at the ministry would be halved. - 
Three weeks ago this document was fi- 
nally circulated to officials inside the min- 


staff. They were livid. Like Mr King, they 
hope “options for change” eschews the — 
most radical choices and preaches mea | 
sured caution. But by now Mrs Thatcher - 
and the Treasury are well aware that the _ 
ministry is a house divided. It could bea - 
fatal weakness once the Whitehall spend- = 
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This advertisement is issued by The Wiggins Teape G 
. da member of The Securities Association arid sponsor te the proposed introduction of Wiggins Teape Appleton p.l | 
-purposes of Section 57 of the Financial Services Act 1986. The volue of shares can go down as well as up. This advertisement has been prepared on the basis that Wiggins Teape Appleton p.c. has 

become the holding company for The Wiggins Teape.Group Limited and Appleton Papers Inc. ond that the Demerger from BAT Industries p.L.c. of Wiggins Teape ond Appleton has taken place. 





The Wiggins Teape Group and Appleton 
Papers have joined forces to become Wiggins 
Teape Appleton, a world leader in the manu- 
facture of speciality branded business papers. 

With substantial operations in Europe 
and North America, we're the world’s leading 
manufacturer of carbonless papers, a leading 
producer of thermal papers and also one 


of Europe's largest manufacturers of fine. 


watermarked business stationery. 
But our work in paper goes a lot further 


than just monufacturing. - Through our 





international group we're involved in all the 
principal stages of paper production and 
distribution. mM 

We have eucalyptus forestry interests in 


Spain and Portugal; we manufacture pulp for 


WIGGINS 
| TEAPE 
APPLETON 


MAKING PAPER WORK 





our own use and for sale to other paper 


manufacturers; and our merchanting business 


_ is one of the largest in Europe operating in the 


UK, France, Belgium, Finland, Italy and Ireland. 
We have sales offices in 21 countries, with - 
outlets as far afield as Hong Kong and Sydney. 

We have brand names which are long- 
established and internationally — known. 
Conqueror is the UK's leading brand of fine 
watermarked business stationery and is now 


available in some 70 countries worldwide. 


/ Other brands include NCR Paper* and Idem 


carbonless papers, and Optima thermal paper. 

As the largest UK-owned paper group, 
Wiggins Teape Appleton aims to maintain and 
build on its leading position in the speciality 
branded business papers industry. 


roup Limited ond Appleton. Papers Inc. which accept responsibility for the information contained herein. Lazard: Brothers & Co, Limited 
to the Official List of The Stock Exchange} has approved this advertisement for the 


The Demerger is conditional, inter alia, on BAT shareholder approval, which is being sought on 31st May, 1990, M 
*NCR Paper is o trademark of NCR Corporation licensed to Appleton Papers Inc. and sub-licansed fo Appleton Papers Canada Ltd. — 


























Stocks and bonds 


West Germany is pla 
set up a ome un 
















the next five years to rais 
some $70 billion. 


$ = France’ s stockmarket watch- 
dog, the Commission des 
Opérations de Bourse, has 
published weighty new regula- 
tions on insider dealing and 
market manipulation. If they 
are approved by Pierre 


Bérégovoy, the French finance 


minister, they will provide a 
stricter framework for stock 
dealing on the Paris bourse— 
that is, if anybody bothers to 


enforce them. 


American share prices rose 
to record highs, in “celebra- 
tion” of a weak economy. The 
rally was sparked by a belief 
that the Federal Reserve was 
not going to tighten monetary 
policy. 


. Bids and deals 


America's Amax, a natural- 
resources company, made a 
$1.25 billion bid for Peabody 
Holding, the biggest coal pro- 
ducer in America. Within two 
hours this was trumped by 
Hanson, the acquisitive Brit- 
| ish conglomerate which had 
already bought 45% of Pea- 
body for $504m in February. 





| Amax's bid valued the re- 
maining 55% at $719m. Han- 
son offered $726m. 


vis Bank Corporation, 
Switzerland's second-largest 
bank, has virtually secured 
control of the country's sixth- 
biggest bank: Banca della 
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Svizzera Italiana. It has done 
this by buying a 48.7% stake 

in Unigestion, a Geneva-based 
mance company, which has a 


49.9% stake in Banca della 


rival Crédit Suisse's recent 


|| takeover of Bank Leu. 


"Shell, an Anglo-Dutch oil 
company, is teaming up with 


five Chinese corporations to 
build an oil refinery and pet- 


oe . rochemical plant at 
. [| Huizhou, in China's 
i3 Guangdong province. Shell 


says it expects to take a stake 


. of about 50% in the project, 


which will cost $2! billion- 
3 billion. 





incat Van | | 
Gogh of his doctor, Dr 
Gachet, was sold for a world - 


record price of $82.5m, bring- 


ing joy to those who feared 
the art market was weakening. 
Later a self-porttait of Van 


|. Gogh was snapped: up for a_ 


mere $2 6m. 


i s Sapien Court | 
struck a blow for the con- 

sumer. It decided companies 
suing competitors which set 
maximum retail prices below 


market levels can succeed only 


if they can prove they have 
lost business as a result. This 
will allow manufacturers to cut 
prices without having to worry 
too much about lawsuits. 


The European Commission 


decided that Lufthansa, West 








Svizzera Italiana. This follows ^ 


Germany's national carrier, 
was probably in breach of 
Community competiticn regu- 
lations when it cancelled an — 


agreement with Air Europe, a 


‘much smaller airline, whi 
lowed the two companies to is- 
sue tickets on behalf of each 





other. Such deals allo: r mall p: 
er airlines to offer flexi e o 
routes. Lufthansa has r now re re | 





newed the pact. 


Sir Yue-Kong Pao, one of the 
world's wealthiest shipc 














gave Hongkong’s 
dence a knock. He is oving 
the legal domicile of Lan 


Crawford, his department- : 
store company, from th e col 
ony to Bermuda. | 


Management moves . 


Philips, a Dutch electronics 
group, announced that its. 
chairman, Cor van der _ 
Klugt, was retiring a ye: 
early. His surprise departure. 
was prompted by ac i 
slide in the company first- 
quarter earnings, which were 
just $3m, compared with - 
$100m in the first quarter of 













1989. His successor will be Jan 


Timmer, head of the compa- 
ny’s consumer-electronics 


. division. 


British Gas, Britain’ sna- 
tional gas-suppl company, an- 
nounced the biggest shake-up 
in its management for 20 
years. The company is ap- 
pointing 94 regional managers 


to make itself more responsive 


to the needs of its customers. 


~~} French agreement. Tt 


f Bottom lines 




















($1 3m. 




















3 Community charges 


Holland led a revolt by seven- 
small European Community: 
_ countries against an Anglo- | 
| Ye month the British and Frenc 























| tion and Denon in 
|. London and make a French- 

 manits boss. It is unclear 
whether, under the Bank's. - 
| shareholding structure, the 
| rebels can block the deal. 








-The European Commission 

|. revealed that work on pm 
|. up and approving the 3,000 © 

| standards necessary for the 
| European single market is. . 
- way behind schedule. It fears 
. only a few of the standards 

| will be ready for 1992. 































. The net -— of Rupert Mar Y 
doch's News Corporation 
plunged by 53% over the nine - 
months to March, compared. 
. with the same period a year 
_.ago. It amounted to only - 
$147m. The bulk of the dro 
was due to the company's 
heavy investment (ie, losses) 
Sky Television, its British | 


satellite channel. 

























France’s Compagnie 
Financière de Suez, one of - 
Europe’ $ biggest holding com- . 
panies, reported a 5196 in- 
crease in net profit for 1989. Ir. 
rose from $450m to $636m. 






































































"The West German Govern- 
ment's plan for a monetary 
. union with East Germany has 
‘triggered fears, above all in 
other countries, about the D- 
. mark's internal and external 
stability. As a result, German 
bond yields soared, even rising 
briefly to over 9%. Are such 
fears justified? 

^ » “Undoubtedly, it will be very 
-— difficult to merge the East 
German economy with West 
Germany's. For one thing, no 
historical precedent exists for 
the required switch from a 
command to a market econ- 





` terms o Ébotht the Apes avail- 
- able to them and the quality of 
. the environment, is substan- 
tially lower than that of West 
Germans. | 

Although public debate fo- 
cuses on monetary union, the 
fundamental problem can only 
be solved in the real economy: 
how can the supply of goods in 
East Gerrnany be improved in 
terms of both quality and quan- 
tity soas to avoid economicand 
political instability? 


Possible solutions 

. Basically, there are three 
ways of doing this, and each 
would have different economic 
consequencés for Germany 
and Europe. The best way 
would be to increase output. 


West Germany given its very 
high capacity utilisation level 
andits shortage of skilled work- 





Copenhagen, Geneva, E 








But at present this is difficult i mo 





ers. And it is not really feasible 
in East Germany either, which 
must restructure its entire 
economy along free-market 
lines ~ a daunting task ~ before 
it can hope to increase output 





significantly. Consequently, 


this approach alone cannot 
solve the problem, at. least not 
in the short run. 


German interest rates and 






(470A Ss 
| . 1989 
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The second possibility 
would be to reduce domestic 
demand in West Germany by 
squeezing private and govern- 
ment consumption. However, 


cuts in capital spending would 


be unwise as they would mean 
less production capacity in the 
future, rendering the first 
approach unworkable in the 
medium term as well. Private 
consumption would have to be 


curbed through tax oam 


which ~ even if or 
~ would be unpopular to say the 
least, coming as they would in 
the wake ofa major tax reform. 








prices 





Finally, the third method 
would be to reduce demand for 
German exports and, at the 
same time, rely to a greater 
extent on imports to meet 
domestic demand. This ap- 
proach has much to recom- 
mend it: the structural imbal- 
ance in West Germany's exter- 
nal trade would be reduced and 


D J F M 


its European partners would 
reap direct economic benefits. 

If higher inflation is ruled 
out as a means of achieving a 
reorientation within the West 
German economy ~ 
ously must be - then this shift 
can only be brought about by a 


: asit obvi- © 





real-term appreciation of the 
D-mark. However, this should 
happen automatically ifthe cur- 
rent fears that German monet- 
ary union will fuel. inflation 
prove to be groundless and East 
Germany is able to offer at- 
tractive investment opportu- 
nities. Consequently, nothing 
should be done at the European 
level which would prevent the 
D-mark from appreciating. 
However, there is no need for 
the process of European 
monetary integration to come 
to a standstill. Indeed, import- 
ant problems have to be ad- 
dressed before the second stage 
of the Delors Plan can be 
tackled. 

Initially, though, the intro- 
duction of the West German 
currency in East Germany will 
be little more than a technical 
move which, in the short run, 
may make it harder forthe Bun- 
desbank to steer a stability- 
oriented course. In itself, the 
switch from the Ost-mark to 
the D-mark will not necessarily 
be a major source of inflation- 
ary pressure. The inflation rate 
in the years ahead will be deter- 
mined primarily by how well 
the economy succeeds in 
increasing the supply of goods 
in East Germany and by what 
happens on the wage front. 
At present, there is no reason | 


to assume that inflation will — 


be notably higher in the future 
than it has been in recent 
years; seen in this light, the 
sharp rise in interest rates 
surely represents an overre- 
action on the part of the capi- 
tal markets. : 
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Russia's latest 
creditors 


J. MOSCOW, LONDON, NEW YORK, TOKYO AND BONN 


For years the Soviet Union has had an immaculate record of p ying cash on 
delivery. Buta sudden rash of overdue payments kas anen 
~anies and taken the shine off doing business with the Russians 


MR. GORBACHEV'S newly lib- 
VA erated Soviet enterprises are quickly 
learning the worst of capitalist habits: run- 
ning up bad debts. Western exporters are 
trying to work out why they are owed bil- 
lions of dollars by a nation that once paid 
. cash on the nail. If the Soviet Union had 
merely stumbled in the turmoil of 
- perestroika, then it could be forgiven. But 
many western firms are beginning to fear 
_ that the Russians are facing a deeper and 
more fundamental cash-flow problem. Do- 
- ing business with the Soviet Union is turn- 
- ing out to be riskier than anyone expected. 
- No one—not even Soviet officials— 
really knows how far Russia has fallen be- 
hind in paying for western imports. If esti- 
mates by western bankers and businessmen. 
- are right, the Russians could be behind on 
payments totalling around 10% of the an- 
nual value of their imports. This would 
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queue: for 


mean that some $10 billion is outstanding. 


The delays provide the clearest indica- 


tion yet that the Soviet economic crunch of 
the early 1990s will not be confined. to its 


own borders. Like the Latin American debt 
saga of the early 1980s, it will threaten west- 


ern companies and banks. Although the 


problem (for the West) will be smaller be- 


cause Russia Owes less, it will. severely ham- 


per Mr Gorbachev's attempts to open up 
the rigid and decaying Soviet economy to Tl 
ternational competition. Already it has be- 


come virtually impossible to do business in 
the Soviet Union without government- 
backed guarantees. from western export- 
credit agencies. Western banks are refusing 


to finance some new projects and are trying 


to reduce their exposure to the Soviet 


Union. The creditors’ queue, like all Rus 
sian queues, is lengthening. | 
For decades the Soviet Union's credit 


range from wool to word processors. 


. Ministry of International Trade and Ir 
try. had already doubled its premium 


computers to Russian educational in 


payment can be.agreed. 


westerncom- the company, with payment terms of 30- 


been offered several different excus 


more plausible. The delays began after 
import binge last December. Washing p 
der appeared in Russian shops for the 


rating was high, even though the 
provided none of the usual fina 
cators. Its. payment record was immact 

Then, last autumn, the Russians asked 
short-term credit to buy American 
Normally they pay cash. The problems 
























. Russian importers owe Japan's tr: 
houses and steel companies about X3 
lion ($200m). On May 17th four of th 
gest Japanese steel companies sus 
shipments to their Soviet customers. Japa 
















short-term (less than two years) cover fo 
porters to the Soviet Union. In West 
many trade officials reckon exporters ar 
owed more than DMI billion ($600m). De 
liveries by Siemens of 200,000 persona 



















tions could be in jeopardy unless terms of 









American firms face similar problems 
Union Carbide is holding up some ship. 
ments until it gets paid for earlier deliveries. 
Xerox thinks it will have to provide credi 
for photocopiers and printers if it wants to 
continue selling to the Russians. Big compa- 
nies can afford to gamble that payments will 
eventually be made, but the delays threaten. 
the future of smaller suppliers. r 

_ Larchfield, a small British trading com- 
pany based in Tunbridge Wells, Kent, is 
owed more than $7m by Russian trade orga- 
nisations for pharmaceutical and chemica 
raw materials. Until recently. Larchfield’ 
trade with the Soviets went "like clock 
work", says Mr Gerald Pitcher, a partner in. 





































days strictly adhered to by Russian buyers 


Now.payments are several months behind. 


Like other western businessmen, heh 








buck-passing Russian officials. 

Western firms are wondering whet 
the late payments are the result of a bur 
cratic muddle, which has caused a ten 
rary liquidity squeeze, or evidence of 
sia's inability to maintain its current le 
imports. The answer could be a bit of bo 

At first, the cock-up theory ; 











reason. In 


the past, all foreign transac 






























rises, commercial banks and government 
| authorities have been site to trade 














at may not ehe: so. Though zie are 
theoretical in charge of their own foreign 
rade, Russian companies are still not inde- 
ndent units. In effect, many still have to 
pet rate: as subsidiaries of government minis- 
often order companies and 
m organisations (which still rep- 
esent many of Russia's enterprises) to im- 
rt goods, regardless of whether they have 
he cash to pay for them. 
The ministries are supposed to make 
ure that payments are made for the imports 
ey demand, but sometimes fail to do so. 
/hen companies earn hard currency, they 
lo not deposit a cheque in their own ac- 
unt but hand i it over to the State Bank for 



























































l Future daze 


PSORECASTING next year's inflation 
x . rate or GNP growth is all very worthy 
< -but, well, a little dreary. Predicting how 
the world will change by 2000 is much 
"more glamorous. More profitable, too: 
d “Megatrends”, a book of crystal-ball gaz- 
|. ing written by Mr John Naisbitt and pub- 
lished in 1982, sold 8m copies; its sequel, 
“Megatrends 2000”, published in Janu- 
ary and co-written with Ms Patricia 
— Aburdene, Mr Naisbitt's wife, has been 
~ on the New York Times's bestseller list 
for the past 17 weeks. 
PE International, an TEREN 
- British management consultancy, has 
~ now thrown its futurologist's hat in the 
- ring. In a booklet entitled “Perspective 
2000" (mention of the year 2000 is 


brownie points), P-E paints a | picture ofa 


Vneshekonombank (vEB). The 





bruptly abolished, | some ^M, 000 enter- 


clearly essential to win futurology 


gn Economie. “Affairs, o 


bank then opens lines of credit 
for them. The amount of credit : 
the bank extends is a matter of. 
negotiation and may bear no ^ 
relation to a firm's hard-eur- ` 
rency deposits. 

All this became a recipe for 
chaos. when the payments de- 
lays began. The vEB refused to 
accept responsibility for debts - 
contracted by others. Many 
western companies have inter- 
preted this to mean that 
money: is available, but who 
pays (and how) still has to be 
sorted out. So companies have continued to 


supply goods, though increasingly on- 


tougher terms and with letters of credit. Un- 
fortunately, this has only exacerbated the 
delays by increasing the burden on an al- 
ready overstretched and demoralised Soviet 
bureaucracy. . 

But most st of the problemi is s concentrated 





| 
world in which East-West barriers have 
dissolved, China is a democracy, non- 
fossil-fuel energy is plentiful and commu- 
nications are truly global. 

So far, so (shakily) predictable. It is, 
however, the consultancy's more offbeat | 
guesses which make the best reading. 
Home faxes, the consultancy thinks, will | 
increasingly usurp traditional postal ser- 
vices. À four-day week will be the norm 
for many employees, many of whom will 
work from home or from offices far from 
today's conurbations (perhaps in South 
Africa, which P-E reckons will be an asso- 
ciate member of the EC), and spend their 
(lengthier) vacations at Crimean holiday 
homes—perhaps smoking cannabis, | 
which P-E expects to be legalised. When | 
they tire of that, they will perhaps opt for | 
euthanasia, which will also be legal. 

Bunkum? Some of r-E's predictions— 
for instance, that British Rail's crum- 
bling network will greatly improve— 
sound far-fetched. So does its forecast 
that a "Superconcorde" will be built.— 
not by British Aerospace and France’s 
Aerospatiale (which announced they 
were considering such a project this 
month), but jointly by today’s sworn ene- | 
mies, Boeing and Airbus Industrie. Nev- 
ertheless ten years ago few would have | 
dared to predict communism’s demise or 
that western consumers would now be: 
paying more for bottled water than for 
petrol. So pot-smoking in the Crimea 
may indeed be a popular way to spend a 
holiday ten years hence. 





"Don't bank on it 


in long-established state trading organisa- 


tions, through which the central govern- 
ment funnels its own import orders. The 
worst offender is the organisation responsi- 
ble for trading chemicals and household 
goods, Soyuzkhimexport. Estimates of à 
overdue debt range up to $700m. 

The decision to increase consumer im- 
ports sharply last December was made not 


by traders who thought. they could make a 


fast rouble selling western washing powder, 

but by a central government anxious to pla- 
cate angry consumers at a time when Com- 
munist-party leaders in big Russian cities 
were falling like ninepins. Not only does this 
imply that the payments delay is actually the 
responsibility of the Soviet government, but 
it also raises the question why the govern- 
ment is failing to meet its commitments. 

The answer is simple: it is running out 
of hard currency. A lot of the country’s hard 
currency is now held outside the Soviet 
Union, and is not available to the govern- 
ment to pay its import bills. A growing num- 
ber of Soviet companies have either ob- 
tained permission to maintain bank 
accounts outside the country or are doing so 
illegally. This is the Soviet equivalent of the 
capital flight that compounded the "oa 
the Latin American countries. 

Just as bad, the Soviet Union is earning 
less foreign exchange from its own exports. 
Russia's main hard-currency earners are oil, 
gold and arms. World prices of all three are 
falling. Oil and arms exports are also falling 
in volume terms. So far, delays in debt re- 
payments have been confined to Russia’s 
short-term debt. There has been no hint of 
medium or long-term debt problems. Rus- 
sia’s total hard-currency debt to the West is 
still relatively low, at less than $50 billion 
last year, and the ratio of its debt payments 
to export earnings, at 25%, is modest by 
Latin American or Polish standards. Indeed, 
if you count the $85 billion debt owed to 
Russia by third-world countries and 
Comecon members, the Soviet Union is a 


“net creditor. But that is not much consola- 


tion to western companies waiting for a pay- 
ment that may never arrive. 
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then France has 5 











| 00 oming. Tite inde 

eigr money is pouring into 

/,4, France, pushing the franc to a two-year 
[| high against the D-mark. | 

In this story of success, the global eco- 
nomic climate has helped. The dollar's fall 
pulled down the cost of dollar-denomi- 
nated commodities, especially oil. The fi- 
nancial appeal of Paris and the franc's 
strength inside the Ems are partly due to a 
fall in Tokyo shares and to political uncer- 
tainty over Germany.. Most important, 

France benefits from a global expansion 
that is now in its eighth year. 

Much of the credit, though, must go to 
France itself. Over the decade it has trans- 
formed itself in two big ways: from a high- 
inflation, devaluation-prone economy to a 

: low-inflation, stable-currency one; and 
from protection and over-regulation toa 
more open and liberalised market. 

In 1983, after President Mitterrand’s 
dash for growth, the government had to 
choose: leave the EMS and continue to try 

‘to reflate alone or keep the franc in and 
accept West Germany's low-inflation dis- 
cipline. In choosing the second, the gov- 
‘ernment accepted a long, painful period 
of low-growth cost-squeezing. Most of 
what has happened since then in the 
French economy flows from that decision. 

— The authorities kept a tight lid on 
money, first through a mix of interest 
rates and credit controls, and then, from 
- the mid-1980s on, with high i interest rates 
alone. Industry stood firmer against exces- 
sive pay demands; big state companies 

shed labour massively; new laws made 
. part-time working easier. Company tax 

rates on retained profits were cut from 
. 45% in 1986 to 37% this year. Socialist 
and conservative governments alike have 
continually squeezed the central budget 
deficit. It is around 1.5% of GDP and due 
to fall further. — 


Liberalisation of financial markets, 
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In the early 1980 Os the French economy was, well, uninspiring. Since 
ed itself into one of Europe's strong men: a hard- 
pat groth and low inflation 


which began in 1984-85 as a way to 
cheapen government borrowing, quickly 
became an end in itself. Subsidised credit 
fell from 43% of total credit in 1980 to 
21% in 1988. The state still owns several 
of France’s biggest companies, two of the 
largest deposit banks and the three lead- 
ing insurers. Yet Colbertism—the idea 
that the state's duty is to interfere—has 
been strongly tempered by the market. 
Success has made France 
feel less neurotic about its 


neighbours. Without check- 


ing, most people would say that Britain 


had easily out-performed France on 
growth during the 1980s. They would be 


wrong. Over the decade, the records are 


virtually the same. The difference is that 
France chose a steadier path, while Britain 
took a switchback ride. 

During the mid-1980s French econo- 


mists looked enviously across the Chan-. 
nel. After the famous sharp shock of 


1980-81, British economic growth in 


1983-87 averaged around 3.5% a year. 


France was sputtering at under 2%. Was 
gradualism enough? Did France not need 
its own shock? In fact, this course was 
never seriously considered. The govern- 
ment under cohabitation was divided, 
and unemployment was already high. In 
the end, patience proved right for France. 
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Over the 12 years 1979-90 
France each show avera 
growth of around 2.296 a year. / 
ain's present inflation rate of 9. 
French look pitying. France is now 
better placed to take advantage of the 
growth opportunities within Europ 3 
the 1990s. 
France is also shaking off its Germa 
complex. The franc has repeated] y 
feated predictions of an imminent realigt 
ment inside the Ems. Its most recet 
devaluation was in January 1987. Lift 
exchange controls has not brought a flig 
from the franc, as some feared. A con: 
dent minister of finance, Mr Pierr 
Bérégovoy, is boasting that if Germany 
now pushed up its interest rates to check. 
any inflationary pressures resulting froi 
unification, France need not follow. 
The French are also more relaxe 
about their comparative trade perfor- 
mance with Germany. 
France's manufacturing: 
trade deficit seems to have 
stabilised. After years coast- 
ing on ex-colonial and Mid- 
dle-Eastern markets, French ~ 
exporters are concentrating - 
on harder, but more profit- 
able, markets in the 
industrialised West. 
Perhaps because the French are so un- || 
like the Japanese or the Germans, the nat- 1 
ural question is whether the good news . 
can last. Investment, though strong, is . 
weaker than in France's boom years in the || 
1960s and early 1970s. Technologically, -i| 
France must struggle to keep up with Ger-. |. 
many, let alone Japan. 4 
For now, the main economic argument . - 
in France is about the low-paid and the | 
unemployed. France's success has been — 
won partly on their so-far patient backs. — 
Average real wages have risen by only 596. 
in France since 1985, compared with 16% - 
in Britain over the same period, and the 
low-paid have been squeezed relative to 
the higher-paid. Spending by the bottom: 
2596 of earners actually declined in rea 
terms during the 1980s (see chart). Is in- 
dustrial peace, a big ingredient in France’ 
new-found success, in jeopardy? | ^. 
In Britain peace was bought at the ¢ cos 
of inflationary pay rises. The French gov 
ernment knows that if economic expan 
sion is not to be brought to an abrupt hal 
as across the Channel, wage increases 
must remain modest. High unemploy 
ment, still more than 996 of the labour 
force, has played a part in moderating pay 
claims. But most important has been the — 
discipline on wage setting provided by 
France's commitment to its firm franc pol- 
icy in the EMS. This remains France's best . 
hope of being a European strong man, 
and not just an overnight wonder. 
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Consumer electronics 


Telly diplomacy 


HE world's two biggest sellers of televi- 

sions, France's Thomson and Holland's 
Philips, are pooling their efforts to create 
the next generation of high-definition tele- 
vision (HDTV). By sharing their research, not 
to mention R&D budgets which will total 
about $3 billion over the next five years, the 
two firms hope to steal a march on Japanese 
firms that are cutting a swathe through con- 
sumer-electronics markets. The complica- 
tion, however, is that the product Philips 
and Thomson are joining together to create 
is not global but European, tied to a Euro- 
pean technical standard. 

Though Philips and Thomson have 
been co-operating for years on HDTV, under 
the auspices of the Eureka programme of EC- 
subsidised R&D, the timing of their an- 
nouncement of still-closer co-operation 
seems rather pointed. It came at a press con- 
ference held on May 15th in Paris—just a 
week before the latest plenary meeting of the 










NYBODY from South Carolina who 

was in North Rhine-Westphalia 

during the West German state's elections 
this month might have experienced a 
profound sense of déjà vu when they 
switched on their hotel-room television. 

| That campaign advertisement for the 
| Christian Democrats, with the orang- 
| utan sticking out its tongue at the pros- 
| pect of another five years of Social Dem- 
| ocratic government... surely that was 
| the same ad used back home to plug 
South Carolina Federal Bank? 










AdExchange, based in San Francisco, 
is behind the confusion: it deals in sec- 
ond-hand Tv ads. This deft trick hangs 
on two characteristics of television ad- 
vertising. First, many commercials do 
not show a specific product: the link is 

| made by a voice-over and written slogan, 
| both easily changed to suit a new user. 
South Carolina Federal’s award-winning 



















ape was, in that respect, an apt ad to 
adapt. Second, television markets are 
fragmented. The United States has 212 
distinct markets (defined by local trans- 
mitter coverage). Most companies adver- 
tise in fewer than ten. An advert origi- 
nally broadcast in Oregon can safely be 
reused by an entirely different advertiser 

| in Florida. Ditto South Carolina and 
North Rhine-Westphalia. 

| A customised second-hand ad costs 
perhaps a quarter as much as a newly 

produced one. It has other advantages 


82 


Mr Whitfield's little ad venture 





International Radio Consultative 
Committee (CCIR). At its last meeting 
four years ago the CCIR nearly con- 
vinced its members to agree on a sin- 
gle, global standard for HDTV origi- 
nally developed by the Japanese. 
Much to everyone's consternation, 
the Europeans walked away. 

The European excuse was that 
the Japanese standard did not allow 
sets to receive today's television sig- 
nals as well as new-fangled HDTV 
ones. A possible European standard, 
politicians argued, would allow view- 
ers and broadcasters to move gradu- 
ally to the new technology. It would 
also, lobbyists whispered, create a 
barrier to Japanese competition in Europe's 
most important consumer-electronics mar- 
ket. Television is the last consumer-electron- 
ics product in which Europeans compete in 
strength. Apart from the money to be made 
from HDTV itself, the technology of its com- 
ponents— notably chips and screens—could 
help sell everything from computers to med- 
ical equipment. 

So when the CCIR meets this time it will 


AdExchange's boss and a former ad- 
vertising manager of Apple Computer, 
reckons he can tailor an ad in under 
three weeks, compared with six months 
or more to produce a new one. Often a 
second-hand ad has already proved pop- 
ular, though what has been effective with 
people half a world away is not always rel- 
evant. (South Carolina Federal's ad was 
a hit. Using the same orangutan, how- 
ever, the Christian Democrats failed to 
win.) The original advertiser gets extra 
cash to offset the cost of producing the 
ad; AdExchange takes its cut; everyone is 
happy. Apart, that is, from those creative 
chaps in advertising agencies. 


| 
too. Speed is one: Mr Henry Whitfield, 





face, instead of the dream of a single world 
standard, 2!? de facto regional standards. 
Japan backs the Muse standard originally 
developed by its big electronics companies. 
Europe backs MAC, as developed by Philips 
and Thomson. America’s Federal Comm» 
nications Commission (FCC) promises to ¢ 

cide on its own standard for the broadcast ot ` 
HDTV signals by 1991. It is likely to differ 
from both Europe's and Japan's. Both of 
those standards involve signals being broad- 
cast via satellite; America prefers conven- 
tional transmission. The FCC also wants an 
HDTV standard compatible with today's tele- 
vision, which rules out a direct transplant of 
either Japanese or European technologies. 

Philips and Thomson, along with other 
consumer-electronics firms, would like to 
see an American HDTV standard which is at 
least friendly to their technology. They are 
well-placed to lobby. Together they control 
nearly a third of the American television 
market—most of that via RCA, which 
Thomson bought from General Electric in 
1987. The two have allied themselves with 
America's biggest television network, NBC, 
which used to be a subsidiary of RCA, to cre- 
ate a draft standard for American HDTV. 

But Philips and Thomson may fi 
themselves hoist by their own petard. Am 
ican politicians were happy to abide by in- 
ternational standards for HDTV so long as 
everybody else went along too. But now that 
the Europeans have decided to back re- 
gional champions with an interventionist 
industrial policy, Americans are increasingly 
tempted to play that game as well. 

The Japanese, meanwhile, say they are 
happy to build televisions to two, three or 
however many standards westerners want. 
While patents will no doubt protect part of a 
Euro-standard developed by Philips and 
Thomson, those sorts of barriers can prove 
remarkably leaky. In the 1970s European 
television manufacturers relaxed behind 
seemingly impenetrable patent protection 
on the sorts of big-screen televisions which 
Europeans had always bought—only to see 
the Japanese roll in with small-screen sets 
which evaded the patents. 


— 
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ime Warner? 


A year ago Time’s 
offered $200: per: share 
old Gulf+Western «cor 
owns the film studio of 
Time’s management, b 
strange takeover laws, « 
more sense to borrow 
Warner, a films-to-records bus 

The idea was that Time 
become an expan 
global ‘entertainment. c 
pany, capable of domi 
ing both the entertainm 









and = magazine-p 
industries. Yet today Time 
Warner's shares, represent- 
. [the equity in the com- 
‘bined companies, are trad- 
ing at $96, under half what 
Paramount was willing to 
offer for Time alone. Just as 
discouraging, Time Warner 
has debts of $10.8 billion; 
and it lost $51m in the first 
three months of this year. 
The company is look- 
ing for ways to raise cash. 
One option is to form part- 
nership agreements with 
several large Asian and Eu- 
ropean companies: Time 
Warner would provide 
"software" such as films, 
records, magazines and tele- | 
vision programming; the foreign company 
would put up most of the capital. Ulti- 
mately, a minority interest ín the partner- 
ship would be floated on the foreign compa- 
-s local stockmarket. Rumour has it that 
.. ? proposed partner is Fujisankei, Japan's 
media giant. MN 
. Another possibility is to sell minority in- 


terests in Time Warner's American opera 
ie magazine division is still viewed 


tions. it 
as sacrosanct: On the other hand, the dis- 





posal of up to half of Time Warner's cable- © 
TV operation is believed to be a priority— - 


though the mooted re-regulation of the ca- 


ble industry may scupper that sale. Another 








possible sale is Time Warner's record divi- — 
sion, which boasts: stars such as Madonna | 
nium rating over — 


and might command a premium 
the rest of Time Warne 
— Short of cash thoug 





style" magazine, an Australian record club, 


an American theme-park operator, multi- 


screen cinemas in Russia and the cellular- 
telephone business. Time Warner also wants 
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olders were 











to mimic Disney by opening a national 
chain of “entertainment” stores selling toys 
and other paraphernalia based on cartoon 
and film characters. At the first Time 
Warner annual meeting on May 8th, Mr 
Steve Ross, the company's velvety chief ex- 
ecutive (pictured below), said that he would 
like to build theme parks and multi-screen 
cinemas all over the world. AN 

. Time Warner's most controversial deal 
is its $650m loan guarantee to Mr Giancarlo 
Paretti's Pathé Communications to. help f- 
nance Pathé's $1.2 billion acquisition of 


. MGM/UA, one of the last of Hollywood's 


great independent film «studios. | Time 
Warner wants to win the worldwide distri- 
Teen bution of United Artists 
films such as the Rocky and 
. James Bond series. Extraor- 
dinarily, Mr Ross even indi- 
cated that Time Warner 
would give Pathé a six-year 
"bridge loan", secured on 


Paretti could not obtain the 
$650m loan from anyone 
else. That commitment put 
Tirhe Warner on the credit- 
watch list of Standard & 
Poors, a : 
agency, which might yet 
downgrade the company's 
debt because of it, ^ —— 

For backing Mr Paretti, 
bious option to buy 20% of 
Pathé. Mr Paretti, who in 
March was convicted of 


an Italian court, seems a 








ie 





rather than a staid hotel ballroom. 


At the acm Mr Ross told shareholders that 


his options to buy 1.8m Time Warner shares 


the UA film library, if Mr | ! 
was a Taiwanese company, Yao Teh, th 


credit-rating 


Time Warner also gets a du- 


bargo has made it virtually impossible for 


price) "are going to make me : 
than I’ve ever made in my | 






































made $130m when Time bought | 
Time Warner’s long-suffering shareh« 
can only hope that Mr Ross's pre 
more than just showbiz hype. = - 


On Ho's trail 


SAIGON — 





pect the Americans, th 
fopeans, even the Japanese or.S 
Koreans, to guide Vietnam towards ca 
ism. Instead, look to the overseas 
Of the foreign businessmen strug 
find seats on flights to Vietnam, : 
ity are Chinese. They come from: 
kong, Thailand, Singapore, Indonesia an 
increasingly, from Taiwan. On May 3r 








began refurbishing the tallest office buildin 
in Saigon (known as Ho Chi Minh City only 
to Vietnam's communist bureaucrats). An- 
other Taiwanese company is tipped to win 
the contract to dredge Saigon’s silted har- 
bour. Two business delegations from Hong: 
kong have been to Saigon in the past . 
month; a third will go next month. Es 

- Why! The immediate answer is Ameri- 
ca's economic embargo, which has isolated. 
Vietnam ever since the North defeated the 


American-backed South in 1975. The em- 


Americans to do business there, while also. 
forcing many American allies to stay away. 
Although Japan is Vietnam's largest non- 
communist trading partner, there are no sig- 
nificant Japanese investments in the coun- 
try. Loans from international agencies also 
have been blocked by the Americans. Asa 
result Vietnam, with an income per head of 
perhaps $120 a year and a foreign debt of - 
over $13 billion, is one of the poorest cou 
tries in the world. E 

Enter the overseas Chinese, ever rea 
to use their clan networks—which cor 
niently reach to Cholon, Saigon's Chir 
town—to barter goods and raise capit: 
Edward Soeryadjaya, scion of an Indonesi. 
Chinese family which controls the hug 
tra Group, two years ago formed a Ho 
kong-based joint venture withthe Vietna 
ese called Indovina International. Ev 
month two ships go to Vietnam to bart 
Indonesian cement for scrap metal left o 
from the Vietnam war. Indovina then sel 
the scrap on to Taiwan and South Korea 
Other Chinese businessmen happily bart 
Hongkong consumer goods for Vietnamese 
coffee, seafood, tea and leather. None of it. 
big business—Indovina's turnover is onl 
$25m a year—but it adds up. : 

To what total is a matter of some my 





BUSINESS | 





Life's little luxuries 


tery. Vietnam's imports last year were prob- 
ably worth $3 billion, its exports about $1.9 
billion, including a 120% increase to $970m 
in exports to non-communist countries. But 
these figures do not take account of the 
smuggling across the northern border with 
China, or westwards through Laos to Thai- 
land. Chinese traders and investors are no- 
toriously reluctant to divulge information to 
officials, whether Taiwanese, Hongkong or 
Vietnamese. 

Nevertheless business is evidently 
booming. Taiwan's China External Trade 
Development Council, a government body, 
has organised two business delegations to 
Vietnam, in November 1988 and Septem- 
ber last year. For Taiwan's entrepreneurs, 
pressed by high wage costs and a currency 
that has appreciated by over 50% in the past 
five years against the American dollar, Viet- 
nam is a welcome sanctuary of cheap labour 
and raw materials. For Vietnam, Taiwan is a 
dream investor: it has as much capital to ex- 
port as vastly bigger Japan, but Taiwan's 
small companies, unlike the big Japanese 
and Korean industrial groups, do not intimi- 
date their Vietnamese partners as these 
shyly emerge from the cocoon of the com- 
mand economy. 

Will it then be happiness ever after for 
Vietnam and its overseas Chinese investors? 
Not necessarily. Vietnam may yet be 
cempted to follow the bad example set by 
China and try to milk all it can out of eager 
foreign investors. Already, minimum wage 
rates—currently $50 a month—are being 
raised to around $70 and rents for office 
space and accommodation are being pushed 
as high as Hongkong s. Presumably the next 
step will be rampant bribery (surprisingly 
rare so far in Vietnam). 


—————— 
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London Business School 


Tomorrow the 
world 


R GEORGE BAIN is an ambitious 

man. He wants to turn London Busi- 
ness School, whose boss he became last Au- 
gust, into a credible rival for America's 
Stanford and Harvard schools, the world's 
best. To do it, he plans to transform LBS into 
the leading institution for the education of 
international managers. In an era of frantic 
globalisation, that could give LBs an edge 
over America's top schools which, despite 
classroom rhetoric about the globalisation 
of business, are still largely concerned with 
the practices of corporate America. Only 
France's INSEAD and Switzerland's IMD come 
close to LBS's internationalist ideal. 

Like most American schools, LBS has pa- 
rochial roots. It was founded in the mid- 
1960s, with a mix of government and corpo- 
rate cash, to pep up the performance of 
British firms. Since then, the school has at- 
tracted plenty of non-British students: 6096 
of its MBA students now come from overseas 
(compared with Stanford's 1696 and Har- 
vard's 20%). LBs's faculty, however, is still 
three-quarters British, the remainder mostly 
from the Commonwealth or America. 

To turn LBS into a global heavyweight, 
Mr Bain is about to disrupt that balance. 
Within five years he intends to expand his 
faculty, about 100-strong today, to around 
170. Many of the new recruits will come 
from continental Europe, Asia and Amer- 
ica. LBS salaries, now voluntarily linked to 
British university scales, have often proved 
too low to tempt the best talent, from home 
or overseas. A professor of finance recruited 
last year would have earned £33,000 or so 
($55,000)—a third of the salary he might get 
in America. So Mr Bain is increasing faculty 
salaries by around 50% in real terms over 


You may get richer working here 





the next four years. Coupled with LBS's 
strong reputation for management research, 
Mr Bain believes, that should be enough to 
attract stars. It is certainly worrying his Brit- 
ish and continental European rivals. 

LBS's other challenge is to overhaul its 
curriculum. That means using more interna- 
tional case material (rather than the recycled 
American case studies currently used in 
most European business schools), launching 
a new, international executive-education 
programme and, from next year, adding lan- 
guages to its formal MBA curriculum. Since 
MBAs started to become common currency 
in the 1960s, most of America's business- 
school graduates have ended up in consul- 
tancy, finance or other big-company staff 
jobs. Mr Bain thinks that this is changing, 
with MBA graduates increasingly keen on 
jobs in manufacturing. Many also want to 
start their own businesses. It is a trend he 
expects will accelerate in the 1990s. 

Mr Bain is refashioning his MBAs to rez 
flect these changes, and to make LBs’s grad 
ates more adaptable. That means strength- 
ening the school's research and teaching in 
fields such as new-product development, 
flexible manufacturing, information man- 
agement, entrepreneurship and ethics. He is 
also working to integrate LBS's various re- 
search disciplines, on the grounds that the 
best new ideas often arise when people talk 
to each other. If that is achieved, LBS will 
gain a distinct edge over many big American 
schools, for which such cross-disciplinary 
collaboration is still a dream. 

LBS's game-plan will be costly. It hopes 
to raise some £20m to foot the bill—twice 
the amount that Cambridge University 
thinks it will need to set up a business school 
from scratch. LBS must be confident of its 
abilities: it is raising the price of its courses 
to those of the best American business 
schools, hiring its first fund-raiser and hop- 
ing that its rich alumni will cough up during 


the school’s 25th anniversary next year. E 
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An experienced 
wholesale bank, 
WestLB is your 
reliable partner for 
international 
finance. 


20 years of experi- 
ence in Corporate 
Finance, the solidity 


ducing the German bank th 
ce plain sailing: 


of a state bank and 
the leading role 
played by WestLB. 
On this sound 
foundation, WestLB 
successfully 
combines classical 
products with inno- 
vative solutions, 
applying the right 


mix of state-of-the- 
art technology and 
personal creativity. 
That's why WestLB 
rightfully belongs 
at the top of your 
shortlist - from 
Corporate Finance 
and Investment 
Banking to Treasury. 


And with a global 
network stretching 
from Düsseldorf to 


New York and from 


Tokyo to London, 
WestLB is perfectly 
positioned to set 
your international 
finance operations 
on the right course. 


West 


The Westdeutsche Landesbank = 





Head Office: Düsseldorf 






Beüging. Hong Kong. Landon. 
Luxembourg, Madnd, 
Melbourne. Milan, Moscow, 
New York, Osaka, Paris, 

Rio de Janea. Tokyo. Toronto, 
Zunch. 























Once upon a time, man-made fibres were 
considered young up-starts that were less 
than equal. But with the growing range of 
textiles and styles, they have proven their 
versatility to the fashion world. 

Polyester keeps its crisp look longer than 
natural fibres. Just as comfortable to wear, 
it's indistinguishable in handle and feel. 

And now it's available in everything from high 
fashion anc casual attire to full lines of 
sportswear and children’s clothing. 

Amoco Chemical is the world's largest 
producer of polyester's basic ingredient — 
purified terephthalic acid. It is just one of the 
high quality products Amoco supplies directly 
and through licensees and joint ventures. 
Other materials Amoco supplies include 
isophthalic acid for use in corrosion-resistant 
pipes, tanks and irrigation systems; trimellitic 
anhydride for making vinyl plasticizers; and 
polypropylene for making carpet backing. 

Wrinkles in fashions are finally on the way 
out. And everyone is wearing it well. 

For more information on our activities 
in Asia, write to Amoco Chemicals Far East 
Limited, 16th Floor, Great Eagle Centre, 

23 Harbour Road, Hong Kong. 
Telephone: 8328899, Fax: 8381810, 
Telex: 75657 AMOCO HX. 
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Amoco Chemicals 








Executive Room. A New Tradition at 


The Jianguo. 


In our unique Executive Rooms you'll find a personal work station including a full size 
desk, plenty of room to entertain clients, and of course the 24-hour room service for 
those nights you have to work late at the ‘office’. 

In fact, everything has been thought of to make your stay a delightful and productive 
one. The Jianguo. Where business is traditionally a pleasure. 


swiss-bdnored 
Management & Marketing Consultants 
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JIANGUO HOTEL 
BEIJING 


For reservations Please contact: Jianguo Hotel Beijing Tel: (86)1-5002233 Fax: 1-500287 Tlx: 22439 JGHBJ CN, Swiss Belhotel Management Tel: (852) 8681221 
Fax: 8401644 Tix: 69124 SBHTL HX Utell International, Delton Reservations or your local travel agent. 


“Great leaders are born, not made" 


We'd like to disagree. 


Incisive, skilled management is an organisation's most 
valuable resource. 

The Australian Institute of Management actively 
promotes innovative management methods. Our 1990 
Advanced Management Program offers 36 top people the 
opportunity to enhance and develop both their own and 
their organisation's performance. 

This intensive, four week program demands complete 
commitment. Applicants are selected on the basis of their 
motivation, career prospects, skills and industry 
representation to ensure that all participants are not only 
keen to learn, but will also provide a valuable 
contribution to the group. 

The program has been designed to develop the 
leadership potential of managers by raising their level 
of self-awareness, personal growth and 
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development. It does this by emphasising personal rather 
than functional disciplines. 

AIM has assembled a leading Australian and 
International faculty, with high business and academic 
accomplishments. Faculty members include some of the 
most respected names in organisational management, 
finance, economics, marketing and the behavioural 
sciences. 

The Program will be held from 1st to 27th July at the 
modern conference facility at The Rum Corps Barracks 

Resort, Windsor. 
A review of the prospectus will prove that this 
comprehensive, practical and exciting program provides 
world class management education and development. 
For your copy and any further information, please 
call Mrs Sheila Payne on (02) 929 7922. 


AUSTRALIAN INSTITUTE OF MANAGEMENT 


115 Pacific Highway, North Sydney 


2060 P.0. Box 328 North Sydney 2059 


Telephone: (02) 929 7922 Facsimile: (02) 922 2210 Telex M20149 
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. Chemical industry buy-outs 


Round the mulberry bush 


A of enge buy-outs hel 
producers thrive in the 1980s. But 


HE fit looked perfect: if leveraged buy- 
outs (LBOs) had not become the craze of 
the 1980s, the bulk-chemical industry would 
probably have invented them for itself. 
America's biggest chemical companies were 
tired of the boom-bust cycle of the commod- 
ity-chemical market and were eager to move 
out of low-margin bulk chemicals and into 
the higher-margin and steadier speciality 
chemical and pharmaceutical businesses. In 
the depths of America’s recession, managers 
and others began using borrowed money to 
snap up petrochemical, plastics and other 
recession-hit chemical subsidiaries from dis- 
usioned parent companies. They bought 
ax bargain prices and then rode a recovering 
clot to make phenomenal profits. 

Fine, on paper: but last year the indus- 
trys cycle predictably turned down and 
profits went flat. Now some of the 
LBOs are on the brink of bankruptcy, 
while others struggle to stay on their 
feet. What went wrong? It looks as if 
some of the managers just got too 
greedy and too reckless. 

At first the LBOs seemed to do ev- 
erything right. Bought-out chemicals 
firms increased their cashflow signifi- 
cantly by cutting overheads, some- 
times to a third of what they had been 
before. They did not skimp, as many 
had predicted, on investing in new fa- 
cilities or technology. Productivity 
rose as employees worked harder, 
spurred on in many cases by em- 
ployee-share-ownership and profit- 
sharing schemes. 

Incentives were substantial in- 
deed. In 1988 Mr Gordon Cain, the 
industry's most successful buy-out 

specialist, sold Cain Chemical (the re- 
sult of a $1.3 billion buy-out in 1987) to Oc- 
cidental for $2.2 billion; the company's 
1,150 employees made an average $130,000 
each out of the sale and Mr Cain a good deal 


more. 

In 1986-89 the chemical LBOs also re- 
ceived an extra fillip: demand for commod- 
ity chemicals grew by 1096 a year in a boom- 
ing economy. Companies such as Sterling, 
Vista, Georgia Gulf and Quantum Chemi- 
cal saw profits soar. And as business im- 
proved, they also managed to reduce debts 
substantially. At one point Georgia Gulf 
and Sterling paid off nearly all their debts. 

Bankers were happy. Many of their orig- 
inal loans were repaid when companies such 
as Vista, Sterling Chemical, Georgia Gulf, 

and Rexene went public again. 
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e heavily indebt 
got to plan for the next downturn in a chronically cyclical industry 


irms for- 


For a while things continued 
to look rosy. But in the last six 
months of 1989 the fortunes of 
the chemical LBOs changed dra- 
matically as demand for bulk 
chemicals re-entered its old downward cycle 
and prices slumped. Considering the sweep- 
ing overhauls of their operations soon after 
their buy-outs, these companies should have 
been able to cope. They could not. 

Industry analysts believe three factors 
are to blame: 

@ Because the companies rely on just one or 
two big products, they have been hit par- 
ticularly hard by the slump in demand. A 
cold snap in December and accidental ex- 
plosions also forced the closure of some 
large plants, depressing profits further. In 
contrast, big diversified companies that re- 





Will there be life after debt? 


tained some of their bulk-chemical opera- 
tions have been able to rely on the profits 
generated by their less vulnerable pharma- 
ceuticals and speciality operations. 

e Many of the heavily indebted firms con- 
tinued to borrow heavily at the peak of the 
chemical cycle, when it should have been 
obvious that profits could only go down and 
when interest rates had already begun to 
rise. Some, like Aristech, which was spun off 
from usx in 1986, may have got into the le- 
veraged game too late. In April it arranged 
an $878m management buy-out largely fi- 
nanced by Mitsubishi Bank, after an at- 
tempted hostile takeover by Huntsman, an- 
other chemical company. 

e Flushed with success, some of the firms ex- 
panded too fast. For example, on the Texan 
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coast Quantum is building a $600m-plus — 
petrochemical complex which will be com- _ 

ing on stream just as the bulk-chemical mar- 
ket has slum | 

Although Quantum was not an LBO, re- 
taining its listing after the sale of its dria a 
business, it did choose to become highly le- _ 
veraged. It borrowed $550m in early 1989 to. 
pay fat dividends to shareholders and, dis 
industry pundits, to scare off any hostile bid- 
ders. The company now has a total debt of | 
some $2.4 billion, a negative net worth 7 
little hope of improving cash flow: dude A 
1989 its net profits fell by 68% to $1l4m. — 

Quantum has not been the only | | 
company whose appetite for borrow- — 
ing may have got it into trouble. ln z 
1989 Rexene, which had refloated it- 
self following an LBO, issued $500m- — 
worth of junk bonds to pay cd 
dividends to shareholders and, like - 
Quantum, to make itself a less attrac- > 
tive takeover target. Burdened 7 
debt, Rexene was recently forced to | 
sell two of its polyolefins plants for 
$88m; the company plans to dispose - 

. of more assets. 

Similarly in 1989 Vista increase 
its debt by $550m to onda * 
shares. The company has a negative — 
net worth and profits are rere jà 
In April this year Georgia Gulf ar: 
ranged a senior debt facility worth | ^ 
$555m and an additional $191m in — 
senior subordinated notes to finance _ 
a recapitalisation. This followed an 

attempted hostile takeover by Mr Harold — 
Simmons, the Dallas investor who recently — 
tried to oust the board of the Lockheed — 
Corporation. 

One worry in all this is that a sizeable — 
chunk of America's manufacturing induce do 
depends on the indebted chemicals firms for — 
what they produce. If they go belly-up, their 
customers will suffer. Many of these custom- 
ers are the very chemical companies that — 
sold them off in the first place, but which - 
still use bulk chemicals as a raw material. - 
These much bigger, diversified chemical — 
firms may be forced to buy back their way- — 
ward children. Few are keen to do that. But 
America's chemicals industry may prove to 
be cyclical in more ways than one. 
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sed through the same infrastructure, has reduced the operating 




















| ing growth for long term investors. 














Anual Report contact the Public Affairs Department, Bank'of Scotland, PO 


Fora copy of the Bank's | 
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. Europe (AMUE) and co-written b 


netar Ernst & Young, and by Br 
etary union Nana! e a rid 
| F Research. Intwo ways, this new stud 






















| currency, rather than al 
" of union. Second, it | 

HE foreign ministe | | 

pean Communit A , 


» Se dn Puropesó, 
Union (EMU). These 
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single European currency -the ecu, and inform customers Nr 
~wnich is going to ‘have its work ! | (  - efitsuss 5) . "currency" that is now simply a! 
cut out, The 12 governments, in "i ILS European agreement ofS Bank “Shea dead es ba yo kef of the real currencies s that fo 
their bold European way, have al- overall strategy; treaty -full range of services... 
. amended in ecu 
ready committed themselves to e Community insttitional  — e Each company a ‘and bank 
monetary union, even though arrangements established - 




























one or two fine details still have to © 
be decided. For instance: 
what. does monetary 
union mean? How will 
monetary union actu- 
ally be achieved? 


- Should study the 
tos benet oa single- 


oo kel à to take off. Few businessmet 
| — Will be willing to bear the costs of. 
dealing with an additional curren 
unless it is already widely used. Wi 
out another incentive, there will. 
no reason for the ecu ever to cat 
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There are three main e. Ecu coins should be minted for on, Nothing short of the prospect 
visions of “monetary collectors. Some postage stamps ——ew> that the ecu will become Europe's sin- 
ion”. The fi should be denominated in ecu SE. A i: € r 
union . The first and mostob- 7/5 d, ies tela oT EPI Tee mme t yo gle currency is likely to provide thai 
vious definition is “one cur- i wide receipts, expenditures cud be meet ce e incentive. | : 
rency . A single-currency union is and lending e Companies to make increasing — | — The prospect of EMU itself was. 
the goal of the programme that was ^) @ Central banks co-ordinate Heo OF Naa Y greeted with enthusiasm by the busi- 
sketched in the Delors report. 3, issesofecubondsand — E ^. nesses surveyed. The savings in 6 
_ France, especially, is keen. The . £e WP increase the number of E . | cost of transactions and nervous 
~ second idea is a grid of par. | is E NOME,  lstrain over foreis xchange. move: 
j j € Contributions in the forms TE ain o igne g 
nently fixed exchange rates: a W ^" of grants and loans to * Es | ments are self-evident. Sever 
.. ite version of the present Ew x vesc sd oa LM | . M. . ten companies also thought a 
ean Monetary System. For the * National procurement should _ : m» s | mon European currency would 
moment, West Germany seems — be denominated in ecu and - | exports, and improve their sourc 
; FT national currency p 
intent on preserving the D-mark | | » The ecu should be en i [, More than lf reckoned a singl 
eee ee a t cking v e, 
as a separate | aT capi te heap an beue , / d would help gitar at 
ingly, it is inclined towards this Ped Tr 2 | . Y marketing strategies. . Hardly 
second option. The third and e Companies should be allowed — 2 _ . ,,| thought a common currency 
most puzzling definition is, un- , LU SN TE T 2C ^| hurt them. With the exception 
E surprisingly, British. To Mrs v — —— | banks, which stand to lose lucra 
- Thatcher, monetary union - pesi ione statule ^ P o Ple r ee - T foreign-exchange business, the cot 
means asystem stripped of capi- should be allowed to pay E ecu. . PL panies surveyed preferred the be 
tal. controls; with Europe's. cur à E" coles POM PONO oe ~ [ fits from a single European curre 






should be alowed to issue @ Companies should increasingly — jj to the idea of a new currency oper: 
ird i s MEN Weng . & ing alongside existing national ones 


on i ie transition to the singl 
m Discriminatory legislation . eb iaa should issue ecu * 











monde for. the foreseealile: f fu- . $8 
türe. Experts are labourir doo 
“uncover a difference. between 













5 . &gainst the ecu should be aM rency EMU that businesses. say 
-this and the existing Ems, which e The ots of raw materials want will be feasible, the report say 
E Britain has yet to embrace. EE ' only if governments announce in 





— his week an impressive 
m new report, “A Strategy for the 
—Ecu", joined the fray. It was 
commissioned by the Associa- 
_tion fort the ipo Union of 










expressed exclusively in ecu -j -vance the steps they are going to tak 
— 4- Thetimetable would start with the 

wal of administrative barriers 

f the basket-ecu. For 

contracts in ecu should be lega 
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hould raise taxes and disbutse 
grants in ecus; in 1993 companies 
-should be able to issue share capi- 
ctal in ecus; by 1996, the year be- 
fore currency conversion, the ecu 
would become legal tender. 
.— Many of these changes would | 
-be cosmetic—eg, ecu postage « e 
stamps. But together they would Age 
signal the governments' strong $$ CU 
mmitment to the final stage of Y 
onetary union. Crucially, they 

would thereby help to cut the | 
cost of converting to the new 

currency. - 

^ These would be substantial E 
even if all went according to ; g 
plan. Conversion from the 8 
tional currency tothe new VNA 
cu requires all bank accounts, ~" 
ife-insurance policies, pension ar- 
rangements, company accounts and so on to 
switched. It is a massive administrative 
sk and could not be done overnight. That 
s why a believable timetable would be 
needed. Thus equipped, as EMU approach- 
ed, companies should gradually come to use 
: the basket-ecu more. They would start to ex- 
“press prices arid accounts in it (while con- 
tinuing to express both in domestic cur- 
- rency as well), in the knowledge that the new 
currency-ecu will be created at an initial par- 
: ity of one-to-one with the old basket-ecu. 

^ Certainty about the course of monetary 
union would make the transition easier in 
-another way, too. Mr Tim Congdon, chief 
‘economist at Gerrard and National, a Lon- 
don securities house, points out that many 
commercial contracts—such as insurance 
-polices or pension agreements—have a view 
about future inflation and interest rates 
built into them. An insurance policy, for ex- 
ample, tends to be more "generous" in cash 
terms in Britain than in West Germany, to 
account for Britain's higher expected rate of 
inflation. Long-term government-bond 
yields are higher in inflation-prone coun- 
tries for the same reason. 

This is awkward. After monetary uno 
inflation and interest rates will be equal 
across Europe. British insurance companies 
may therefore be locked into giving a higher 
real return than their West German coun- 
terparts. Likewise the price of British long- 
term government and corporate bonds will 
jump as British interest rates fall. True, pre- 
cisely the same would happen—monetary 
union or no—if the government simply 
pushed inflation down faster than people 
expected. An unexpected fall in inflation al- 

ways shifts purchasing power from debtors 
“to creditors—but that is not usually re- 


garded as an argument against reducing in- 
flation. The differer 



























































nce in 
[ds this: losers may resist the 
3f their contracts. | 
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e Companies should be * Large companies should adopt 
allowed to pay their the ecu for invoicing 
laxes ín ecu and import-export financing 


e Reports and accounts should 
include ecu denominations 
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e The ecu should become e Prices should be quoted in ecu 


legal tender wherever practical 
€ A "Year of the ecu" e Accounting devices like 
should be announced taximeters, computer . 
@ A European-wide competition software, coin and card 
for the design of a common operated machines to be 
.  20-ecu note prepared for the change of 
@ Legal-tender ecu coins currency 


and notes should be issued 
e National institutions mint ecu 
notes and coins using their 
current national designs 
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. If monetary union Te too sud- 
denly, the losses (and the losers' efforts to 
share them around) will be all the greater. If, 
in contrast, union is announced far in ad- 
vance, expectations of inflation in each 
country will gradually change as the big day 
approaches. Nobody will make huge gains 
or losses overnight. Contracts written be- 
tween the announcement of union and 
union itself will specify what happens once 
currencies are merged. The longer this pe- 
riod of acclimatisation, the more the day of 


monetary union: will be a manageable ac- 


counting change rather than an unmanage- 


Currencies 


Bouncing yen 


HE yen is picking itself up again. After 

tumbling 2396 against the dollar and 
30% against the D-mark in the 16 months to 
April, it has regained 696 against the dollar 
and 396 against the D-mark. Is the yen 
headed a lot higher? 

Several of the factors to blame for the 
yen's collapse have faded. Japan's short-term 
money-market interest rates have risen to 
7%, helping to stem an outflow of capital. 
Yen bond yields, whose January rise had 
much to do with the Tokyo stockmarket’s 








rates quinis red EC would need to be 
come much more stable as 1997—the 
report's suggested date for conver- 
sion—approached. The currency bands 
of the EMs (currently 2!496 for the big 
EC economies) could be narrowed fur- 
y ther, so that exchange rates were, in ef- 
fect, already fixed before the date of 
( union. It would be a big mistake for gov- 
ernments to allow the possibility of a 
currency realignment at the date of 
union. The announcement of a timeta- 
ble for union will by itself bring some 
convergence of monetary policies, be- 
cause wage-setters and moneymen will 
alter their predictions of each country's 
inflation rate. 

Monetary union, on every defini- 
tion except Britain's, is still far away. 
The EMS might break down when the 
‘bands of permitted variation are ~ 

duced. The current British government v 
fight to promote competition rather than 
convergence between currencies. The 
Bundesbank wants to hang on to the D- 
mark, fixed to other currencies. If European 
monetary policy turns out to be too infla- 
tionary, the Bundesbank might choose to 
abandon fixed rates. But seven years ago few 
thought Europe would have a single market. 
Two years ago the idea of EMU still got big 
laughs. With the political will, monetary 
union of the sort outlined by the AMUE, and 
the benefits that go with i it, could be with us 
by 1997. 


































































collapse, seem to have peaked. Share prices 
have regained 1496 from their low at the 
start of April. The market is still 18% down 
on its peak at the end of 1989, bur the crash 
seems to have had little lasting impact on 
consumer or business confidence. 

Many currency-seers are expecting 
large rise in the yen. In the longer term t. 
may be right; but before then the yen could 
still be in for a setback or two. To see why, 
look at two of the factors likely to influence 
currencies over the next year: the fiscal and 
monetary mix; and relative growth rates. 

The London economics team of Gold- 
man Sachs, an American investment bank, 
has split up leading currencies according to 
governments' policy mixes (see diagram). 
The combination ín the top right-hand cor- 
ner—tight money and easy fiscal policy— 
signals a strengthening currency. As Amer- 
ica discovered in the early 1980s, this mix 
pushes up interest rates and holds down in- 
flation; foreign money flooded into the dol 
lar. Today, only the D-mark fits into this 
box, so in the short-to-medium term it 
should offer the biggest gains. Canada's 
tight money and tight fiscal policy could also 
be mildly positive for the Canadian dollar. 

In contrast, over the next year, Japan, 
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False cheer on Wall Street 


Investors have hurrahed American share prices to record levels mainly 


on the assumpt 
steadily and saf 


ket, encourage 
American economy 
given the stockmark 
brate. The Dow 
hit an all-time high 
market investors fol 











ket's lead. E bes c» 
True to its Pavlovian instincts Wall 
Street has been busy wagging its tail in de- 


light over the latest trick of the federal 
government's notoriously unreliable eco- 
nomic statistics. The impression of a 
stronger economy reflected in the January 

nd February employment figures has 
now been eradicated by the data for 
March and April. Average monthly pay- 
roll employment, excluding part-time cen- 
sus workers, has risen by about 
170,000 a month so far this year. 
Such a ríse is well below the trend 
of the 1980s. 

This evidence of a slowing econ- 
omy seemed sufficient to reassure 
investors that the Federal Reserve 
would not tighten monetary policy. 
Interest rates were pushed lower 
and the bond market higher. After 
rising over 9% in late April 30-year 
Treasury-bond yields were down al- 
most as low as 8:96 this week. 

If falling interest rates have 
helped push equities higher, the 
stockmarket is not getting any sup- 
port from company earnings. Prof- 
its reported by companies repre- 
sented in the Standard & Poor's 
500 index continue to fall, declin- 
ing 1896 in the first quarter from 
the corresponding period last year. 
Optimists argue that this marks the 
low point of "the profits recession", a 
state which has persisted for the past year. 
Falling earnings may complement the 
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view of a slowing economy but it is hardly. . 


bullish for share prices, especially as 
American companies devoted 3696 of 
their cash flow to paying interest on their 
debt in the last three months of 1989. 

- There are also concerns that Wall 
Street seems to have decided too quickly 
for its own good that the bond market's 
problems are over. Mr Joseph Feshbach, a 
technical analyst at: Shearson Lehman 
Hutton, notes that cash positions in bond 
mutual funds were only 6% at the bond 
market’s recent bottom, which is very low 

. considering that bond yields went from 
| 8.5% to over 996 in just four weeks. He 
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ion that growth in the American economy is slowing 
Vill there be a dry eye left in the house? 















says: "Investors viewed the bond market 
with 9% yields as good value, not a risk. 
That is the wrong sentiment to turn the 
bond market for good." 

The performance of bonds is critical 
for share prices because, in the absence of 
any improvement in company earnings, 
investors have been using the bond mar- 
ket as a trading guide. A return to 9% 
yields would make the stockmarket fall 
sharply unless investors suddenly spotted 
a recovery in company earnings. Mr Gert 
Von Der Linde, chief economist at 
Donaldson, Lufkin & Jenrette, thinks the 





opposite will happen. He says a continued 
slide in profits will cause a prolonged de- 
cline in capital spending and could soon 
start to sap consumer confidence as lay- 
offsmount. |. 

A further risk to both bond and equity 
investors is the recent weakness of the dol- 
lar. The currency has been pushed to a 
two-year low against the strengthening D- 
mark and Swiss franc. It also has stumbled 
against the yen after a 16-month climb. A 
weaker dollar aggravates inflationary pres- 
sures and makes foreign investors reluc- 
tant to. buy Treasury bonds. So far the 
Federal Reserve has ignored the curren- 
cy's weakness because investors have not 
paid the dollar much heed either. But for 


how long? 
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Another bearish factor is the suspi | 
cious “quality” of the stockmarket's rally. | 
The stockmarket’s advance since the Oce} 
tober 1987 crash has been confined tothe | 
blue-chips. During that time, the Dow has | 
risen by more than 60%, but the Value ~ 
Line index, a much broader stockmarket : 
average, has risen by only 30%. This dis- . 
crepancy suggests a stockmarket domi- 
nated even more than usual by institu-.. | 
tional investors, a growing number of. 
whom invest blindly in an index. Retail . 
investors have remained wary of equities - 
ever since the trauma of October 1987. 

Neither are shares cheap by historical - 
standards; just the reverse. The Standard 
& Poor's 500 is selling at a price-earnings 
ratio of 15 times prospective 1990 earn: 
ings and at 24 times net asset value. I 
yields 3.596. These lofty values should be. 
set against an economy in which credit is - 
getting scarcer as banks are being forced. 
by zealous regulators and credit-rat- 
ing agencies to curb their lending 
and to make their balance sheets | 
more liquid. Moreover property | 
values, the collateral for so much | 
debt, are weakening in many parts 
of Ámerica. RR 

There is also the problem of the 1 7 
budget deficit. It is now clear that] 
this will turn out to be much bigger | 
than anyone expected at the begin || 
ning of this year. Shearson Lehman : 


































































Hutton has raised its estimate for - 
the 1990 budget deficit to $195 bil- -| 
lion. The peace dividend has ab -i 
ready been blown on the savings -| 
and loan (thrift) disaster. 

Then there is the level of private 
debt. According to Morgan Stanley -|| 
this amounted to 185% of nominal...) 
GNP at the end of 1989, its highest || 
recorded level. True, debt growth is. | 
slowing as both lenders and bor- 
rowers become more cautious, but this is 
bearish for shares since it means less li- 
quidity. As the 1980s debt-fuelled boom 
disappears, this will eventually prove bad 
for equities—just as it has already hurt 
commercial-bank shares which have mas- 
sively underperformed the rest of the - 
stockmarket. : DR 

This is why Wall Street is wrong to be- 
celebrating a soft landing, though such 
celebrations could easily carry blue-chips 
higher in the short term. Credit worries - 
and record debt are also why the Fed’s 
chairman, Mr Alan Greenspan, is so re- — 
luctant to tighten monetary policy. How- ©} 
ever, that means the stockmarket is un- f 
likely to fall sharply until the bond market. 
forces it to. do so. Watch bonds. 2 
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“the United States and Britain are all likely to 
follow easier monetary policies with tight-to- 
neutral fiscal policies. This is a thumbs- 
down for the yen, dollar and sterling. This 
year Japan has provided the most negative 
policy background for any of the leading 

urrencies. ^ ^ — | 
A second plus for the D-mark is West 
Germany's rate of growth. Faster growth 
tends to push currencies up, because mar- 
kets expect higher interest rates. Britain, 
Canada, Japan and the United States are all 
forecast to see slower growth this year. Not 
so West Germany, thanks partly to the pros- 
pect of unification with East Germany. If 
- forecasts of 442% GNP growth are correct, 
< West Germany is set to outpace Japan for 
the first time since 1976. 
= Slower growth and the possibility of 
lower interest rates in Japan could leave the 
yen vulnerable for a while yet. But at some 
stage a strong rebound can be expected, es- 
pecially against European currencies. Allow- 
ing for both currency movements and infla- 
tion, Japanese goods should now cost about 
30% less relative to European ones than 
they did at the end of 1988. That should 
soon improve Japan’s trade position with 
Europe. | 
— Goldman Sachs's economists suggest 
that the impact of German unification on 
the D-mark could go partially into reverse 
next year, pushing the currency. lower 
against the yen and the dollar. In the short 
term the prospect of economic union is giv- 
ing a big boost to domestic demand; with 
the economy already working close to capac- 
ity, interest rates and the D-mark have risen. 
Thereafter, the supply-side benefits of unif- 
cation should come to the fore. More skilled 
labour and new investment will ease supply 
constraints, pushing interest rates lower. Ex- 
pect the D-mark to weaken against the dol- 
lar, and the yen to rise, "Wu 

——. Why so little talk about the dollar these 
days? The most intriguing development in 
is no longer the driving force: it is the yen 
and the D-mark that are calling the moves. 






















































currency markets this year is that the dollar. 





bottom of Atlantic 


AKE one of the biggest independent f 
-nancial-services groups in © London, 
which happens to own an internationally-re- 
nowned money-broker. Take a troubled 
computer-leasing company that is no 
stranger to the wilder shores of that trade's 
accounting and is heading for the rocks of 
buried liabilities. Take the Bank of England 
worried about the two being under one roof. 
Mix all three ingredients and you have the 


Future past 


UY JHATEVER the special problems 
y V of British & Commonwealth, the 


prosperity of all British service compa- - 


nies is threatened by a combination of 
high interest rates, hefty borrowings and 
sluggish economic growth. That is bad 
news for investors hoping that the stock- 
market's service-industry boom of the 
1980s will resound long into the 1990s. 

The indices for financial services, re- 
tailing, property and leisure within the 
FT-Actuaries All-share index are 15-36% 
below their highs. Worse news for inves- 
tors is that, because of demographic 
change, the slump may well be more than 
just cyclical. Even when the strain on 
their balance sheets eases, service firms 
may find that their customers are no 
longer there in such numbers. 

The big expansion in service indus- 
tries in the 1970s and 1980s depended 
heavily on a generation of babyless baby- 
boomers coming into the workforce with 
the disposable income or bank credit to 
spend on financial and leisure services, 
















way or another, of its parent, British & - 


Commonwealth (B&c). 

The 27,513 B&c shareholders saw their 
once-high-flying shares suspended last 
month at 53p, one-fifth of their peak value 
of only two years dgo. The suspension came 
on the Tuesday after Easter, when B&C took 
the unprecedented step of calling in court- 
appointed administrators to wind up its sub- 
sidiary. It also announced that it was writing 
off about £550m in respect of its investment 
in Atlantic. Now shareholders are waiting to 
see whether B&C winds itself down or is 
forced into liquidation by bondholders, 
who are entitled to start winding up the 


housing, food and drink, and fashions. 
In the 1990s such people will be hitting 
their 30s and 40s, settling down, raising 
families and pursuing their leisure less 
frenetically. The numbers of those in 
their 20s will be shrinking. As the inset 
in the chart shows, consumption of 
"bought-in" leisure—the sort that pub- 
licly-quoted service companies sell—tails 
off markedly as hair turns grey. 

On the basis of all that, plus a brave 
assumption that British monetary policy 
will be more restrained in the 1990s, Mr 
Michael Howell of Salomon Brothers, an 
investment bank, estimates that demand 
for services in Britain will decline for the 
next five years and grow by barely half a 
percent in the second half of the decade. 
As well as hurting direct suppliers of ser- 
vices, there will be a knock-on effect on 
banks and on property companies as de- 
mand for new offices and shops weakens. 
British high-street banks have been big 
lenders to service companies, and to 
commercial and retail property- 
- developers. —. — 

So where does Mr Howell 
expect the London stockmark- 
et killings of the 1990s to come 
from? From a future that many 
Britons, and others, assumed 
was long behind them—manu- 
facturing. The painful stream- 
lining of the early 1980s, new manage- 
ment and technology, low wage rates, a 
competitive currency and injections of 
capital (often Japanese) leave reinvigo- 
rated British manufacturers well-placed 
to exploit the opportunities thrown up 
by project 1992 and the restructuring of 
economies further east. If Britain is to be- 
come the Taiwan of Europe, or the 
Hongkong as Mr Howell suggests, then 
stockmarket investors should hold on 
for a high-flying ride. | 
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company because it is in’ 
default of the terms of their | ~ 
bonds. Se 
Behind the scenes the 
Bank of England is trying 
hard to stop the bond- 
holders firing the fatal bul- 
let. Naturally, the Bank 
wants an orderly if speedy 
disposal of B&C's assets, so 
as to protect market confi- 
dence and maintain the 
reputation of Exco, the 
money-broking arm of the 
group. B&C is resisting a 
bargain-basement sale of businesses such as 
Exco because that would raise less than if it 
follows a plan devised by S.G. Warburg, the 











that plan requires that 200 banks, 
tuding - Barclays, Midland and Royal 


, accept a £175m write- 





seem susceptible to Bank of England pres- 
sure not to rock the boat. 
There are, however, other less-restrain- 
able hands reaching for the gunwale. Irate 
bond- and shareholders are convening in ag- 


itated groups in meeting rooms around the 


City. Owners of £320m-worth of convert- 
ible unsecured loan stock are seething at the 
prospect of other, lower-ranked creditors 


getting repaid before their stock matures, if - 


the company is allowed to keep on trading. 
The ordinary shareholders, whose stock is 
in effect worthless now, are considering su- 
ing directors of B&C for wiping out the value 
of their investment. 

B&C was a sleepy old shipping company 
controlled by the Cayzer family until one of 
the City's more decent whizz-kids, Mr John 
Gunn, who had made his name and fortune 
building up Exco, was called in to run it. He 
 ^"skly expanded its business by buying 
.. © itself. Fatally, in September 1988 he 
idded Atlantic Computers for £417m. 

B&C.did not know what it was getting 
into: Atlantic may have been the third-big- 





Best computerleasing company in the — 


_ world, but it had problems that were not ap- 
- parent when Spicer and Oppenheim, a firm 
. of accountants, ran the rule over the com- 
- pany for B&C. In particular the side-deals 
; Atlantic’s salesmen used to do in order to 
- land business were not apparent. 


-share by offering inducements known as 





the first three or four years, while they re- 
-tained the option to sign a new lease—and 
-get updated computers—before the higher 
payments came in the second half of the 
"lease. Most took the option of “flexing”, 
-signing up new leases for new equipment. 
Customers, which included blue-chip com- 
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Gunning for Gunn 


The salesmen built Atlantic's market - 


flexes” or "walks". Customers were wooed _ 
_ with seven-year leases offering low rates in 








panies such 
tries and Hanson Trust, 
loved the system. 

So did the high-rolling 
Atlantic salesmen as it 
Porsched their incomes up 
over £200,000 a year. At- 
lantic took the profit on 
leases as they were signed, 
but neglected to provide 
for the liabilities they were 
- building up. So long as new 

business rolled in, the pa- 

per-hain held. But once 

IBM started to get tough, 
new business became harder to win. _ 

The management team sent into Atlan- 
tic after B&C's takeover soon started worry- 
ing about what would happen when some of 
the paper links tore. On April 19 1989 
B&C's finance director was warned that 
there were liabilities of £130m in respect of 
some leases, should customers exercise an- 
other Atlantic feature— walking away from 
the lease before its expiry, leaving Atlantic 
to make the outstanding payments to the 





Insider trading 


Over to the men in uniform 


TOKYO 


NSIDER trading is as illegal in Tokyo as 


breaking the speed limit—and about as 
widespread. As nobody else seems willing to 
do so, Japan's police have decided to issue 
insider-trading tickets themselves. For the 
first time, such wrongdoers are being treated 
accordingly: as criminals. 

© More than a year has passed since the 
Japanese government tightened up its Se- 
curities and Exchange Law. It did so in the 
wake of the Recruit shares-for-political-fa- 
vours scandal and of another share-dealing 
scandal in which a small. 
bank dumped its shares in 
Tateho Chemical Indus 
tries the day before the firm 
announced a thumping loss 
on bond futures. Yet since 
the new law was rushed 
through parliament there 
has been not a rebuke, let 
alone a prosecution, for the 
more blatant insider trad- 
ers—even though on Japa- 
nese stockmarkets there 
have. been some 300 cases 


of suspicious stock-price movements in that - 


suited suspects to ask embarrassing ques- 


as B.A.T Indus- 


just before Easter, and refuses to discuss. 
dence of the earlier formal warnings an 


about diversifying into the hotel business in 


ment on June 16th. He bought on the 15th. 





| — .. puta stop to such hanky-panky. Squirming 

The Tokyo police’s decision to take under foreign criticism that it clearly hasn 
matters into its own hands, hauling in blue- officials at the Japan Securities Associatio 
sp: | the. Nations 
tions, follows an incident that the regulators. 
looked into last summer, then pronounced” 
clean as a whistle. The main suspect so far, a 


"Ministry of Finance are starting to acc 
- that their "benign neglect” of the prob 
- has earned the TSE a reputation as an i 



















that Aclantic’s earnings for the year 4 
be £24.4m rather than the £37.1m it 
budgeted for internally. | 

B&C maintains it learnt the dimensi 
of the hole at the bottom of Atlantic o 














































meetings on Atlantic’s plight: Meanwl 
the appointment by Bac of the fraud sp 
cialists of a leading law firm to look into. 
lantic’s affairs has fuelled speculation 
the subsidiary's activities went beyond ex 
ing accounting practices. Ns. 

.. Whatever really went on, it is clear 
B&C, for all Mr Gunn's young Turks, di 
not have the management strength to rep 
the damage in time. Investors weighing th 
option of pushing B&C into liquidation \ 
be taking that into consideration. 





an 


56-year-old former president of Chiyoda Fi- 
nance, is alleged to have bought 7,000. 
shares in Nisshin Steamship in June 1989 
just before the firm made an announcement: 


Australia. i 
The suspect is believed to have been _ 
tipped off a few days before the announce- 


Several other well-informed. investors did. 
likewise. A senior member of parliament, 
also under investigation, had an aide bw 
11,000 Nisshin shares in 
girlfriend's name. A total o 
some 100,000 shares in 
Nisshin were bough 
shortly before the pub 
disclosure. Such interest: 
a minor issue on the second 
section of the Tokyo Stoc 
Exchange (TSE) was. u 
heard of. Nisshin shar 
shot up from around 
¥2,000 ($13) before the an- 
nouncement to more thi 
¥3,000 a few weeks later.. 
The new securities law was supposed 
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Ben on RECO. the eee in To 
kyo have argued that their brand of preven- 
tion is better than cure. Not everyone thinks 
so. Many fear that officials have underesti- 
mated the scale of what is going on, and 
have far too much faith i in their own powers 
— of coercion... | 
P Under die yearold’ kegiliion: any a a 
company's directors, employees and advis- 
ets with access to market-sensitive informa- 
on who are found trading relevant stock 
within the 12 hours before it is publicly an- 
junced is deemed an insider trader and lia- 
ble to a fine of up to ¥500,000 and/or six 
onths in jail. Unfortunately, not only are 
e penalties relatively small, but also the au- 
orities have given the impression that 
ey are reluctant to prosecute. Both the TSE 
id the finance ministry say they simply do 
have. the resources to root out crimina 





-. Critics want the government to set up 
1 American-style watchdog, with teeth. 


fp PARIS 


T AN international gathering of f- 
a nanciers in 1987, France’s then fi- 
‘nance minister, Mr Edouard Balladur, 


|" curse of insider trading. Most of the peo- 
ple in the room choked on their Perrier. 
^ They knew that insider trading was rife at 
~- the clubby Paris bourse. Three years and 
|. two scandals on, the government is trying 
to put a stop to these share-dealing she- 
nanigans. lt will succeed only if 
. French judges support its efforts. 
On May llith, Mr Jean Saint- 
Geours, boss of the Commission 
des Opérations de Bourse (cos), the 
French stockmarket-watchdog, pre- 
sented Mr Balladur's successor, Mr 
Pierre Bérégovoy, with proposals to 
tighten the definition . of insider 
trading. The cos’s recommenda- 
tions are nearly identical to those of | 
a recent report it commissioned : 
. from a committee of sages chaired 
by Mr Didier Pfeiffer, managing di- 
rector of UAP, one of France's big- 
gest insurance companies. 
i If the finance ministry approves 

. the proposals, the new law will pro- 
vide crisp definitions of different _ 
— categories of insider trader, includ- | 
l ing directors, employees and com- - 
pany advisers. The existing, all-em- 








metn - 








Looking for Clouseau 


< proclaimed that Paris had escaped the 


| “Burden for Bérégovoy 





year, they 'are expected to collect. ten "n tine 


more. In Japan the finance ministry’s most - 


recent answer is to offer to set up a securi- 
ties-trading section this summer complete 
with a poodle-pack of 17 inspectors. 

Little wonder that Tokyo police, bur- 
dened for the first time with clear legal 
responsibilities for tackling insider trading, 


“that, as far as raider trading | is concerned, : 






self-regulation is simply not the answer. 
Hundreds of white-collar criminals are get- 
ting off scot-free every year, they growl, and. 
insider trading is as rampant on the Tokyo 
stockmarket today as it was during the wild 
days of Wall Street in the 1920s. 





Shaping up Fannie Mae and Freddie Mac 


Uncle Sam sends them next door 


NEW YORK 


‘PURRED on by the savings and loan 

(thrift) disaster, the federal government 
is at last getting serious about its burgeoning 
contingent liabilities. With plans in train to 
reform federal deposit insurance for next 
year, the Treasury now also wants tougher 
capital standards and stricter regulation for 
government-sponsored enterprises, such as 
the Federal National Mortgage Association 
(known as Fannie Mae), the Federal Home 
Loan Mortgage Corporation (Freddie Mac) 
and the Student Loan Marketing Associa- 


Serre ern I nT I ÁÁ—M 


bracing definition is far too vague. That 
helps explain why, despite months of de- 
tective work, the coB’s sleuths have so far 
been unable to secure any convictions in 
the long-running Pechiney and Société 
Générale affairs. 

Chances are they never will. The new 
definition of insider trading will not apply 
retrospectively, so both cases will be 
judged, if at all, using existing law. That is 
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tion (Sallie Mae). 

Set up to promote public-policy goals, 
such enterprises are increasingly being used 
or created to keep costly problems off the 
federal budget. Since 1987 five new govern- 
ment-sponsored enterprises have been. 
started, including two, the Financing Cx 
poration (FICO) and the Resolution Funding 
Corporation (Refcorp), solely to finance the 
cost of taking over insolvent thrifts. 

Such enterprises’ borrowing now repre- 
sents one-third of all federal or federally as- 


hardly a surprise. Some of the individuals 
alleged to have profited from inside in- 
formation in the Pechiney case were 
friends either of the Socialist government 
or of President Francois Mitterrand. 

If Mr Bérégovoy is to clean up the Paris 
bourse, he will have to do more than just 
change the law. He must also give the COB 
greater powers and resources. It is run on | 
a shoestring, with an annual budget of 
FFr100m ($18m) and a staff of 200. That 
makes it more like its Japanese counter- 
part than like America's Securities and 
Exchange Commission. And, unlike the | 
commission, the CoB does not oversee f- € 
nancial intermediaries. So it cannot bring 
to book wayward brokerage firms. It has 
to rely on the bourse authorities them- 
selves to do the job. That leaves cracks for 
wrongdoers to slip through. So, too, does 
the sharing of responsibility between the 
cos and the bourse for supervising take- 
over bids. 

Until this system is simplified and the 
COB strengthened, financial crooks will 
still thrive in Paris. Giving the commis- 
sion the power to plea-bargain, something 
it cannot now do, would be a step in the 
right direction. A change.in the attitude 
of courts to insider trading would be a 
stride the same way. Some French judges 
still tend to treat such cases as a gentle- 
manly misunderstanding rather than a 
crime. Until they get tough and start send- 
ing financial crooks to- prison, nothing 
much will change. "ue weh 





THE ECONOMIST MAY 19 1990 








stin Hotels in Asia: 


£ Kong: Kowloon Shangri-La « Manila: The Westin Philippine Plaza « 


apone The Westin Stamford & The Westin Plaza « 

i: The Westin Chosun « Pusan: The Westin Chosun Beach « 

Y Westin Hotels in the USA, Canada and Mexico 

eservations, call the Westin Hotel in your city or your travel consultant 


Going Fast. 
Staying Westin. 


The warmth and classic style of 


The Kowloon Shangri-La 


, Hong Kong. 


p— d mii 


f | i 
| LES LEINN 


HOTELS & RESORTS 








Companies which do business throughout the ^ have important contacts both in the business commur 
world are confronted frequently with unfamiliar markets, and in government circles. 
regulations and laws. Consequently, certain transactions Moreover, these managers have ready access 
do not always proceed as smoothly as the company might each other's specific know-how whenever necessary. / 
wish. Which is why the ABN has a network of almost they also share this know-how on a regular basis. A 


1,000 offices spread over more than 45 countries. result, the ABN can repeatedly seek out new ways to art 
These operations are run by managers who know at interesting financial solutions for its clients. 
the local markets like the back of their hand. And who Thanks to its network, the ABN can therefore h 
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$ own with the world's major banks when it comes to This then is the firm foundation on which the ABN 
lvanced products and services. Throughout the world builds solid relationships with large numbers of inter- 
nowned multinationals and large local companies oper- ^ national enterprises. Because a bank that knows the world, 
ing internationally, avail themselves of ABN know-how. ^ automatically becomes known throughout the world. 

For day-to-day banking services, of course, but 
uticularly also for specific projects, which may run from 
veraged-lease aircraft financing to co-generation energy 


jects. And from complex swaps to off-shore loans. AWORLD OF UN DERSTAN DI NG. 
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ing. ee E past ^00 years. Moreover, at 
the end of 1989 government-sponsored en- 
terprises had lent $860 billion, against just 
$37 billion in 1970—a more than 63096 in- 
crease in real terms. The guarantees on this 
lending amount to a potentially huge liabil- 
ity for the taxpayer, just as the federal insur- 
ance of thrift renis has already proved to 









is ( sie s accounting arm, to 
e financial health of government- 


E rodea ig at the Treasury tod a à 
. House of Bini aed committee that 


errning gove miar supervision and 
.. closure. That the Treasury was address- 
ing these issues was sufficiently worrying to 


the stockmarket to send the share prices of | 


Fannie Mae and other enterprises falling, 
even on the day the Dow lones industrial av- 
erage reached an all-time high. 

Most important of the Treasury's trio is 
capital. Government-sponsored enterprises 
should be adequately capitalised. Yet, Mr 
Glauber said, some of them are among the 
"most thinly capitalised” of big American fi- 
nancial entities despite also being among the 
largest. Fannie Mae and Freddie Mac are 
America’s largest financial institutions in 
terms of total lending. At the end of 1989 
Fannie Mae had $3 billion of equity sup- 
porting $336 billion of mortgages that it ei- 
ther owns or guarantees, and Freddie Mac 

. had $1.9 billion of equity supporting $294 
billion of mortgages. 
^5 - To bolster capital, the Treasury pro- 
noses that all government-sponsored enter- 
-ses be required to obtain from at least two 
|" creditrating agencies such as Moody's and 
« Standard & Poor's a bond rating 
.. equivalent to AAA assuming no fed- 
- eral government guarantees. The 
- mortgage agencies are now rated AAA 
< because of such guarantees. If a gov- 
; ernment-ponsored enterprise fails to 
make the AAA grade, it will have to 
submit a plan to achieve the desired 
ating within five years, or lose its fed- 
eral subsidy. If the enterprises were 
forced to make their own way in the 
capital markets, nearly all would see 
their borrowing costs rise. 
The Treasury's second proposal 
< concerns supervision. The entity re- 
-sponsible for regulating the financial 
safety and soundness of a govern- 
© ment-sponsored enterprise should be 
- different from the regulator responsi- 
. blefor seeing if an enterprise fulfi ls its 
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[^| Federal National Mortage Association (Fannie Mas) 











partment of Housing and Urban Develop- 
ment (HUD). Mr Glauber suggests three pos- 
sible financial regulators: the Federal 
Reserve; the Federal Deposit Insurance Cor- 
poration; and the Treasury itself. 

Third, the Treasury proposes that the 
value of the federal government's financial 
support for governmentsponsored enter- 
prises, in the form of the subsidised borrow- 
ing caused by the federal guarantee, should 
be quantifed and disclosed in the federal 


government's annual budget. There is now 


no such procedure. The lack of it means that 


the Treasury does not even have the raw in- 
formation. 

If enforced, the Treasury's proposals 
would be especially dramatic for the mort- 
gage agencies, ending their privilege of being 
run like private-sector companies, with a 
stockmarket quotation and share-incentive 
schemes for senior management, while still 
enjoying a federal guarantee. Such a formula 
has provided every incentive to borrow and 
expand up to the hilt. Fannie Mae's chair- 
man and chief executive, Mr David Max- 





Secret mountain 


Government 
guarantees and reinsurance 
Outstanding at end of fiscal year 


ed bodies: securities, 


Others (induding Sallie Mae) 

Farm Credit System 

Federal Home Loan Bank System i 
Federal Home Loan Mortage Corporation (Freddie Mac) 



































public-policy role. Fannie Mae and Freddie — well, was the fifth most-highly paid. ) 


Mac are both regulated by the hapless De- 
` of which $1.3m was basic pay. 


in Washington of the mortgage agencies and 


years—a period during which the company 


1200 definitely need more capital. The; 
$bn rating is a tough standard. 








æf Standard & Poor's, told the Sena 





Amierica last year earning a total of $4.7 
Despite the formidable lobbying pow 


the other federal enterprises, the Treasury’ 
proposals may be supported by lots of con- - 
gressmen anxious to avoid another thrift 
crisis. The chairman of the committee be- 
fore which Mr Glauber testified, Mr Jake 
Pickle, referred more than once during the 
hearing to the need for legislation. Mr Dore 
ald Riegle, chairman of the Senate banking 
committee, concurs. 5 

Sensing the political winds are change 
ing, the government-sponsored enterprises 
also have begun to bend. Mr Maxwell held a 
pre-emptive press conference on May 9th 
where he reiterated a proposal first made in: 
February that Fannie Mae should bolster its _ 
capital by at least $2 billion in the next two 


could grow by $120 billion. Fannie Mae 
always maintained in recent years, and 
does, that it has enough capital to withstand 
bad economic times. : 
However, if the Treasury Bonon. | 
comes law, the mortgage agencie 


meet—there is only one AAA-rate 
bank-holding-company in Am 
J.P. Morgan. Mr Thomas Gillis, 





banking committee last October : 
his preliminary estimated ratings f 
Fannie Mae and Freddie Mac, assum 
ing no federal backing, would be. 
the lower end of the investment-grac 
category, that is around BBB. Mr ( 
lis also said the farm-credit syst 
another enterprise, would be ra 
like high-quality junk. However, Sa 
lie Mae, which buys student loa 
could well be given an AAA on its o 
unsubsidised merits. 
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90 Hong Kong is Asia's definitive f 
exhibition. Celebrating 5 years of introducing financial advice to investors, it is the largest 
international financial forum in Hong Kong. 
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At the1990 Hong Kong Money Show, exhibitors will be divided into 3 financial centres: 
Investment Opportunities, Financial Services and Alternative Investments, and the Property 
Centre. 


The new format will allow exhibitors to reach investors quicker and more cost effectively. An 
expected 10,000 visitors with an average of HK$300,000 each to invest (based on research at 
Money 89) will quickly target those companies who can satisfy their needs. 
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The Money Show is a unique and valuable opportunity giving you a marketing edge in your 
financial promotion. 
So whatever your investment option, from unit trusts to pension schemes, property to life 


insurance, vintage cars to computer services, take the right step to meet Hong Kong 
investors. Simply complete and retum the attached coupon or fax us on (852) 891 3831 for 


more details. 





4-7 October 
Hong Kong Convention and Exhibition Centre 





Organiser: HENG Hong Kong Trade Fair Group 
A 44th Floor, China Resources Building. 
Kit NG 26 Harbour Road, Hong Kong. 
TRADE FAIR Tel: (852) 573 6211 Fax : (852) 891 3831 








Sponsored by: The Hong Kong General Chamber of Commerce 


ong Money Show. Please send me information. 


iw more about the Hong 








Waiting for the sunrise 


What are the chances of clean, unlimited and cheap power from the sun in 


the next century? 


VERY year about 1,000 times more en- 
ergy reaches the earth’s surface from the 
sun than could be produced by burning all 
the fossil fuels mined and extracted that 
year. For millennia people have thought up 
both ingenious and silly ways to use this im- 
nse and indefatigable source of power 
wwe box on next page). They have succeeded 
in tapping only a trickle. 

The oldest way to exploit solar energy is 
through heat. Water heaters for homes and 
swimming pools are still among the most 
widespread solar devices. The sun can also 
make hot water or steam for industry. One 
of the newest uses is to tap the sun’s energy 
in chemical reactions to break down hazard- 
ous wastes and to refine fossil fuels. 

Yet making electricity from the 
sun is still the most promising appli- 
cation. At the moment, only about 
0.196 of the electricity generated by 
man each year comes from solar 
power. Although the sun will remain 
only a marginal source of electricity 
for the rest of this century, several 
things are now working in its favour. 

Scientific advances in several 
fields, most notably electronics, are 
lowering the barriers to solar electric- 

And worries about the environ- 
ment could raise the price of fossil fu- 
els and move  electricity-supply 
systems away from big centralised 
grids to smaller, local generation. 
Concern for "energy security" (that 
is, not relying on foreigners) also 
helps the solar cause. 

The most rapid advances are in 
the field of photovoltaic (Pv) solar 
cells. Such a cell turns the streams of 
photons that make up light into 
streams of electrons that make up an 
electrical current. When photons hit 
a semiconducting material like sili- 
con, they can knock electrons out of 
their atomic sockets. These "free" 
electrons can then wander through 
the semiconductor, no longer bound 
into orbits around particular atoms. 
The empty places left in the atoms' 
electron shells are called "electron 
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holes". Left to their own devices, free elec- 
trons would fall back into the nearest elec- 
tron hole, thus dissipating their energy. This 
is known as recombination. Photovoltaic 
devices are designed to minimise recombina- 
tion and sweep the free electrons out of the 
semiconductor. The result is an electric 
current. 

Although calculators and similar gad- 
gets consume most of the electricity eked 
out of solar cells today, Pvs have the poten- 
tial to meet bigger demands one day. For 
one thing, photovoltaic technology is closely 
related to computer technology. Pv semi- 
conductors are similar to silicon chips. The 
physics, and much of the processing, are the 
same for both. So the rv industry gets some 


Even older than fossil fuels 
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of its work done for it; pv makers can ride —— 
piggyback on improvements in the price and _ 
performance of chips. 


Jangling the keys to the cells 


The price and performance of today's PVs . 
are still not good enough to make them via- _ 
ble in many markets. The electricity from a 
commercial-scale pv plant would be four to 
five times more expensive than electricity — 
from a coal-fired plant. Researchers are K 
looking down several connected avenues for | 
ways to change that. The analysts who hover 
behind them do not expect a single miracu- 
lous answer; they expect a variety of tech- — 
niques to be used to balance limitations a 4 
space and cost with different needs for - 
power. "" 
Look back first at the progress that has 
been made. In 1839 a French physicist called 
Edmond Becquerel contrived to generate E 
electricity from sunlight. The efficiency of — 
his apparatus was probably less than b= 
that is, under 1% of the energy which fellon — 
it as sunlight emerged as electricity. Al- 51 
though the photovoltaic effect he described 
had huge implications, scientists ignored it 
(perhaps, in part, because they could not ex- 
plain it). By the 1960s, despite better 
understanding and a host of new ma- — 
terials, the efficiency of most solar _ 
cells was still only 6%. That made — 
them cost-effective enough to power 
satellites, but not much else. Today's — 
record is over 30%; the average work- | 
ing cell has an efficiency of 10-15%. — 
One way to improve efficiency is 
to keep more light in the cell. In old- — 
style cells as much as 80-90% of the - 
light that goes in is reflected back out- 
before it can be converted to electric- - 
ity. In 1986 a team at Stanford Uni- 
versity led by Dr Richard Swanson. 
built a cell that incorporated several 
new ideas for trapping light. It hasa 
mirror that reflects the light which is - 
not absorbed immediately around in- - 
side the cell, giving more opportunity 
for it to be soaked up. It also hasa top | 
surface that helps to stop light from 
bouncing off before it has a chance to 
enter. Dr Swanson's team shrank the 
cell's semiconductor contacts and put — 
them on its back, where they cannot 
produce any wasteful shade. The cell _ 
has broken all efficiency records for- 
silicon PVs. 
There is a trade-off between effi- 
ciency and cost. On the whole, the - 
better a material is at converting sun- 
light to electricity, the more it costs. 
Better materials are often rare, and 
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rystal or polycrystalline silicon. The poly- 
crystalline version is less efficient because 
‘the boundaries between the thousands of 
tiny crystals in its layers create plenty of 
opportunities for recombination and electri- 
cal resistance. But it is cheaper to make than 
single-crystal silicon. Instead of painstak- 
ingly growing a crystal large enough to saw 
‘into wafers, polycrystalline silicon can use a 
“simple casting process to produce ingots. 
- Moreover, while single-crystal technology is 
relatively mature, the art of polycrystalline 
manufacture is still young. It may grow up 
quickly. New ways to grow silicon crystals 
ire being explored by the Mobil Solar En- 
'rgy Corporation in Billerica, Massachu- 
etts, and others elsewhere, which might 
lve the cost of silicon. 





hipping away at silicon 

An even younger technology is that of thin 
films of semiconductor. Devices made of 
-such films were considered a wonder in the 
electronics industry when they were pio- 
peered ten years ago. Thin-film pv cells need 
only one-hundredth as much material as 
conventional cells. They can also be used to 
build “multijunction” devices. Photovoltaic 
materials absorb the different wavelengths 
of light with varying efficiency. In conven- 
tional devices, the PV material is "tuned" to 
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HE first ideas for harnessing the sun 

arose for religious, military and indus 
trial reasons, not environmental ones. By 
the first century BC the Romans’ vora- 
cious appetite for wood led them to im- 
port fuel from as far away as the Caucasus. 
So they invented solar heating. 

They placed their buildings and win- 
dows to catch as much light as possible in 
the winter and as little as possible in the 
summer. They pioneered the use of green- 
houses by using translucent mica to make 
special rooms called "heliocamini", or so- 
lar furnaces. Access to the sun became so 
| important that sun-right guarantees were 
| written into the Justinian Code. 
| As early as the second century BC, the 

Greeks and Chinese used “burning mir- 
. rors” in religious ceremonies.: According 
. to Plutarch, when the temple at Delphi 


- bya “pure and unpolluted flame from the 
. rays of the sun.” He says this was done us- 
= ing concave mirrors. 


ivt 





104 


Nothing new under the sun 


- was destroyed by the Medes and the sa- 
cred flame went out, it had to be rekindled. 


|] ^ Military strategists fastened on to the 
l^ idea of a solar doomsday weapon long be-- 


fore star wars. In the thirteenth century ^^ coal, several French and American scien- 


























Prettier than satellite dishes 





absorb a certain range of wavelengths best. 
Since light from the sun is made up of many 
wavelengths, a lot of energy goes unused. 
Multijunction devices are slices of different 
semiconductors, each tuned to a different 
range of frequencies and all stacked in one 
cell. What one misses the next can pick up. 

Amorphous silicon is the leading alter- 
native to crystalline silicon because it can be 
made on a variety of inexpensive substrates, 
including plastic, and it can be tuned to a 
number of wavelengths. But so far it has 
proved inefficient; it also has a tendency to 
degrade. Nevertheless, because they are 
cheap to make, amorphous-silicon pv de- 
vices can be cost-effective in low-power 
applications such as patio lights and small 
irrigation pumps. 


Roger Bacon, a Franciscan friar, urged 
Pope Clement IV to pay for the develop- 
ment of huge parabolic mirrors for the 
crusades. Bacon argued that the mirrors 
could wipe out any advancing army (as 
suming they attacked on a cloudless day 
with the sun at their backs); that they 
would end the crusades; and that the anti- 
Christ was already working on them. 
Clement died before he was convinced. 
Bacon fell out of favour with the next 
pope—and so did star-wars weaponry, 
which had to wait several hundred years 
for its next champion, Dr Edward Teller, 
who tried a similar tack on Ronald 
Reagan. — 

Industrial applications fared better. 
Despite some hare-brained schemes (in 
1515 Leonardo da Vinci thought of build- 


ing a four-mile-wide parabolic mirror for a 


















applications emerged. Artisans sometimes 


used parabolic mirrors to solder sections 


| of metal and alchemists used tl 
- tract oils from flowers submerged in wa- 
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ami's new homes came with solar water- 


d them to ex- 
G “started campaigns, including offers of 

ter, In the nineteenth century, driven by. ‘subsidised prices and free installation for 
„concern about the rapid. consumption of. 
| i «emote the consumption of energy. 





To compensate for the disadvantages of 
amorphous silicon, researchers are building 
multijunction devices out of a variety of al- 
loys. The efficiency of two-junction devices 
should reach 1796 and that of three-junction 
devices 2496. In theory the efficiencies could 
rise to 2996 and 3496 respectively (it is phvs- 
ics which sets upper limits to the efficienc 
of each material). But one stumbling bloch «v 
that the boundaries between the microscop- 
ically thin layers of the film create resistance 
and offer plenty of opportunities for free 
electrons to drop into an electron hole be- 
fore they can be put to work as electricity. 

The most efficient thin-film material is 
gallium arsenide (GaAs)—the same material 
that is challenging silicon in the fastest com- 
puter chips. It is highly absorptive, has the 
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tists pioneered large-scale solar devices. 
The French government even distributed 
solar ovens for cooking and sterilising to 
the Foreign Legion. 

The first real solar boom came in 
America, between 1900 and 1930. The 
American west needed lots of power for 
irrigation, mining, agriculture and other 
industries. Transporting coal to the re- 
gion was expensive, but it sunbathes all 
year round. Designs for solar water heat- 
ers, pumps delivering water at 6,000 gal- 
lons per minute and generating plants ca- 
pable of running day and night were used 
both in the American west and in the Af- 
rican colonies of the European powers. 

The boom was short-lived. The discov- 
ery of oil and gas in the hot, arid, remote 
regions of the earth—precisely where so- 
lar energy had a comparative advantage 
over coal—brought it to an abrupt end. 
Only domestic water heaters hung on as a 


profitable market, reaching their zenith in 
the Miami area. In 1935-41 80% of Mi- 


| 
| 


heaters. Even this market collapsed when 
oil and gas prices fell. The power utilities 


electric and gas heaters, in order to pro- 
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 glejunction cell under concentrated sun- 
light) and can be alloyed with many other 
materials. As usual, the main drawback with 
GaAs is cost. First, the raw materials are ex- 
pensive to work with because they are rare 
and need careful handling. Second, until re- 
cently the manufacturing process required 
that single-crystal GaAs cells be grown on 
thick single-crystal. GaAs. ubstrates that 
could not be reused. 0 

Researchers at the Kopin: dorum 
in Taunton, Massachusetts, have now found 
à way to grow thin-film GaAs cells on a reus- 
able substrate. Their cell set a record for 
thin-film cell efficiency (22.4%). Their ex- 
periments raise the possibility that GaAs 
cells could be both efficient and cheap. 


Plug not included 


Building a good pv cell is only the first step. 
Electricity. flowing from a solar cell cannot 
simply be plugged into a refrigerator or even 

tility’s power grid. The cells generate di- 
rect current, but the electrical standard is 
alternating current (in which the electricity 
flows regularly in one direction and then the 
other). Conversion from direct to alternat- 
ing current is only one of several things that 
must be done before the electricity can be 
used normally. Taken together, such 

“power condici can account for 
around 20% of the cost of electricity gener- 
ated by a typical solar cell. 

Another problem is working out where 
to put the cells. Using the simplest technol- 
ogy, a PV plant capable of generating 1,000 
megawatts (a megawatt, MW, is 1,000 kilo- 
watts) would occupy nearly 10,000 acres or 
15 square miles. With greater efficiencies, 
and by using technologies to concentrate 
sunlight, the area could be 
shrunk to around 6,000 acres. 

Is that too much land? The 
Meridian Corporation in Al- 

; “ondria, Virginia, has calcu- 
od that solar and fossil-fuel 
i need roughly the same 
amount of space, once mining, 
transport and waste disposal 
are taken into account. More- 
-over, proponents of solar 
power argue that they will not 
face the same sort of local op- 
position as fossil-fuel and nu- 
: clear plants do when finding a 

- site. Photovoltaic power sta- 
tions are quiet and clean; and . 
-the land does not all have to be in one bus 
block. The cells could be distributed along- 
-side roads and railway tracks and on roof- 
tops. Other analysts think that getting hold 
of enough land will not be so easy. 

* For the immediate future, the technol- 
ogy with the brightest prospects is solar 
thermal energy. Such systems concentrate 
the sun's heat to produce temperatures 


ranging from 50°C to 800°C. The heat can 
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ighes theoretical efficiency (3996 for a si sin 


be used in indama processes, such as can- 
ning and food production, and for desalina- 
tion and water purification. lt can provide 
heating for homes and factories—and it can 
be used to make electricity. This is much its 
biggest application so far. America already 
has a solar thermal generating capacity of 
200Mw (no other country has much of it). 
Ameríca's Department of Energy says that 
signed contracts suggest this will grow to 


1,000-2,000ww by 2000. 


Fear no more the heat o' the sun 

There are three main ways to collect sun- 
light for solar-thermal energy: central receiv- 
ers, parabolic dishes and parabolic troughs. 


In central-receiver systems, a field of mirrors. 


focuses sunlight on a collector perched atop 
a central tower. In the 1970s analysts 
thought this the most promising system, but 


several problems have dimmed its prospects. 


Central receivers need high tempera- 
tures in which to operate; materials that can 
cycle between extreme heat during the day 
and then the relative cool of the night are 
expensive. Moreover, the higher the tem- 
perature generated, the more efficient the 
system is. To accommodate higher tempera- 
tures, some systems use molten salt or liquid 
sodium to transfer heat to a boiler instead of 
heating water directly. These sodium-based 
generators, like the test facility at Spain's 
Plataforma de Solar laboratory in Almeria, 
are technically advanced, which further 
drives up the cost. Finally, their size—the 
very feature that made central receivers at- 
tractive in the 1970s—now makes them less 
attractive, at least in America. Designers are 
more interested in flexible solar schemes 
that are not so dependent on economies of 
scale. 

One of these is the distrib- 
uted-point-focus or dish sys- 
tem. As with central receivers, 
a reflector is used to focus sun- 
REM on to a collector. The dif- 
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trapped in it. The expanding. gas pus 


do so within an internal combustion 


the motor generates alternating current. 
. Such solar-driven external combustion en- 
-gines retain many of the advantages of pvs: 


have moving parts, they need more mainte- 


much in favour is line-focus collectors. Even 


the same potential as Pv or external combus- 





















































ference is that each reflec sh heats i 
own collector. But most dish: sys s use 
fluid to transfer heat, and so still have : some 
of the problems of central receivers. To 
cumvent these problems, a numbe 
American firms are resurrecting thes 
nal combustion motor. e 
Some of them are trying combustion 
motors that use the "Stirling cycle’- 
named after Robert Stirling, a Scottish ii 
ventor and clergyman in the early nin 
teenth century—in which heat applied | 
the outside of a cylinder expands the 
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piston in the same way that exploding g 
Since the temperature generated by s 
flectors can be high, the piston can 
moving with great force. In a kinem 
ling cycle, the pistons are connected: 
crankshaft to provide mechanical po 
and to drive a rotating alternator. In a fre 
piston Stirling cycle, the piston bou 
freely back and forth. A linear alternator 
can be built into the piston to make electric- 
ity from this motion. : 

Stirling systems are the most efficient 
way so far discovered for generating electric- 
ity from sunlight. One reason for this is that 


they are efficient in both small- and large- 
scale installations; they are easy to install; 
and they are clean. (One caveat: since they 


nance). E. 5 
Another REE T technology now. 


though most analysts do not think they have 





tion motots, they are likely to dominate th 
solar-power market for the next. 5-10 ye 







Line collectors are troughs, generally para- 
bolic in shape, that focus sunlight on a tub 
running down the middle As fluid n m 
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through the tube, it heats up. The vapour or 
heated liquid that emerges at the other end 
can be used to drive turbines or other ma- 
chinery. The idea is fairly simple, well-un- 
derstood and capable of producing large or 
small amounts of electricity just by adding 
more troughs or taking them away. lt also 
operates well at relatively low temperatures. 

The king of solar-thermal energy is Luz 
International, with its headquarters in Los 
Angeles. The company designs and installs 
line-focus collectors, and reckons it provides 
more than 9096 of the world's solar electric- 
ity. Luz got its start in America in 1979, tak- 
ing advantage of federal and state regula- 
tions that encouraged alternative energy 
projects. It has built several power plants to 
provide electricity to the Southern Califor- 
nia Edison grid during times of high de- 
mand. These include an 80Mw plant, the 
largest solar generator so far. 


The sun also sets 


Both photovoltaic and solar-thermal tech- 
nologies face one obvious hurdle before they 
can supply power on the scale a utility 
wants. What do you do when the sun does 
not shine? There are two parts to this prob- 
lem. The first is daytime cloudiness. Utilities 
rate their generators not just on their capac- 
ity but on their "dispatchability" —the like- 
lihood that they will be able to produce 
power when called upon. The fact that sun- 
shine cannot be predicted makes utilities 
wary of solar power. 

Luz's way around this problem is to 
maintain a reserve of generating capacity in 
gas turbines, which can be turned on if the 
clouds roll in. But this solution does not 
work for the second part of the problem: 
what to do for extended periods at night. 
The only answer for that is to develop low- 
cost storage systems for the power that is 
generated during the day. The idea of energy 
storage is two-fold: first use the generating 
capacity available during off-peak hours to 
store energy—for example, by pumping a gi- 
ant cavern full of pressurised air. Then, dur- 
ing peak hours when demand cannot be 
met, recover that energy—for example, by 
bleeding out the air to spin turbines. 

Other ideas include charging batteries, 
and hydro-storage (pumping water uphill, 
then letting it run down again). There is also 
a more ambitious RT for the siti 
electri generated hydrogen. Electrici 
produced by solar cells could be used to split 
molecules of water into hydrogen and oxy- 
gen. The hydrogen could then be captured 
for use as a fuel, replacing fossil fuels not 
only for generating electricity but also for 
cooking, heating, and to fuel cars, trains and 
aircraft. All chis is possible, but far off. 

How is the market for solar devices do- 
ing now? Compared with fossil fuels, solar 
power is expensive. In America electricity 
from coal costs 4-8 cents per kilowatt-hour; 
from oil or natural gas, 5-10 cents. The same 
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amount of electricity from solar-thermal 
plants would cost 8-12 cents, and from rv 
cells 25-30 cents. But solar's costs are falling. 
The price of Pv electricity has fallen by a fac- 
tor of three since 1980. Roughly $300m- 
400m worth of rv equipment was sold in 
1988. According to the Solar Energy Re- 
search Institute in Colorado, about 3096 of 
the sales were consumer products, 6096 were 
industrial and the remaining 1096 were sales 
to governments. In 1980-86 the market grew 
at an average annual rate of 4096. It has 
slowed down since then, but analysts expect 
growth to touch 4096 again in the next few 
years. Projections for solar-thermal energy 
are hard to do because today's market is 
dominated by one company, Luz. 


Can solar sell? 


At current fossil-fuel prices, solar power has 
managed to winkle itself into two markets. 
The first is supplying what is known in the 
business as “peaking power”. Utilities cope 
with varying demand by maintaining several 
layers of capacity. The largest and cheapest 
facilities are called base-load generators, 





A traditional solar array 


which utilities keep running nearly all the 
time. In the dead of night, when demand is 
at its lowest, these generators will often be 
the only ones producing electricity. As the 
day goes on and demand increases, the util- 
ity company starts to turn on smaller and 
increasingly costly generators. At peak de- 
mand, utilities throw the switches on every- 
thing they have got. The last units to turn 
on are the peak-power generators. Peak- 
power demand is no tiny backwater. In 
America, for example, it is 1796 of the resi- 
dential electricity demand. 

One kilowatt-hour of electricity from a 
peak-power generator can be several times 
more expensive than one from a base-load 
generator. This premium makes it possible 


for solar power to compete. Fortunately for 
solar power, peak demand usually comes in 
the middle of the day—especially during the 
summer when air conditioners are working. 

The second market lies in providing 
power for areas that have not yet built net- 
works of large generating plants. About 
three-quarters of the world's people live 
without grid electricity. Most of them live in 
developing countries: there are about 2m 
villages within 20° of the equator that have 
neither grid electricity nor easy access to fos- 
sil fuels. Already in these areas tens of thou- 
sands of small solar-power systems are pro- 
viding power to refrigerate vaccines, grind 
grain, charge batteries, supply homes and 
run lighting and irrigation. 

In 1988 West European countries 
formed a consortium called Phoebus to per- 
form a feasibility study for a 30mMw central- 
receiver plant to be built in Jordan. And in 
1989 the EC decided to spend $30m on Eu- 
ropean PV-powered water-pumping eqri~ 
ment for drought-stricken European cc 
tries. According to Mr Scott Sklar, tne 
executive director of America's Solar En- 
ergy Industries Association, this subsidy 
may allow European Pv manufacturers to 
overtake America's. 

Such measures are part of an interna- 
tional effort to erode the lead that America 
has enjoyed. In 1988 (and thereafter) both 
the Japanese and West German govern- 
ments spent more on photovoltaic technol- 
ogy than America did. [f present spending 
trends continue, the Italian government will 
also soon be investing more heavily in Pv 
than America. As for sales, although Ameri- 
can-based firms still dominate the solar-ther- 
mal market, their share of the Pv market has 
dwindled. In 1983 America had about 60%. 
In 1987 it was down to around 3596. In the 
same period, Japan's share rose from 2096 to 
around 

Not only are market shares changing, 
the types of companies involved are ch: ~~ 
ing too. In America, it is the oil compa 
that have diversified into solar energy that 
have ruled the roost. But the powerful chal- 
lengers from Europe and Japan are electron- 
ics and manufacturing firms, like Siemens, 
Sanyo, Fuji and Hitachi. 

This may mean that the development ol 
solar power will follow a similar path to that 
of computers. One scenario: America, with 
its technological prowess and decentralised 
industry, comes up with the inventions. 
Then Japan, joined this time by West Ger. 
many and perhaps other West European na- 
tions, commercialise these inventions, 
thanks to their manufacturing ability, 
centralised industry and patient develop- 
ment-capitalists. Such a turn of events 
would worry America's industrial-policy 
pundits. But its fruits might be no bad thing 
for a world that wants both more power and 
a cleaner environment. 
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Oh, Mr Porter, 


what shall we do? 


THE COMPETITIVE ADVANTAGE OF NATIONS. By Michael Porter. Free Press; 


855 pages; $35. Macmillan; £25 


HE Victorians would have cherished 
this huge book—towering in its ambi- 
tion, heroic in its scope and relentlessly self- 
important in its pursuit of a universal theory 
about the lives of nations. But readers in the 
nost-communist world have good reason to 
weciate the downside risk of universal 
tneories. Most will surely be on their guard 
after they have read the opening 30 pages. 
For the purpose of the book is boldly stated: 
to establish a set of principles that can ex- 
plain the economic peckingorder of 
nations. 

Yet over the next 800 pages—unbend- 
ingly earnest, every one—Michael Porter 
builds up an all-embracing view of economic 
change that amounts in the end to a power- 
ful analytical framework. Some of his spe- 
cific conclusions may be keenly contested; 
but the way he has contrived to tackle his 
subject is a real achievement. In this sense, 
one might almost say that he has done for 
international capitalism what Marx did for 
the class struggle—unhappily with a prose 
style to match. A professor at Harvard Busi- 
ness School and a man of extraordinary in- 
fluence over corporate managers, Mr Porter 
is no more interested in making his readers 
'---gh than he is in political philosophy; nor, 

leed, does he have much to say about 
macroeconomics. Nations exist to give their 
peoples a rising standard of living. This de- 
pends above all on continual gains in pro- 
ductivity, provided only by individual firms 
that search constantly for fresh sources of 
competitive advantage. Some environments 
help them in this "upgrading" process, oth- 
ers do not. The role of governments every- 
where is to work for the best possible 
environment. 

Mr Porter's jargon, regrettably, is now 
the language of international business. It 
was he who virtually invented "competitive 
advantage" itself, the “five forces" and the 
"value chain”, and this book will add to the 
collection. Good and bad environments are 
distinguished from each other, he says, on 
four main counts. First, “factor conditions", 
which cover not only the traditional factors 
of production but also the various ways of 
making the best of them, most notably edu- 
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cation: these are the raw 
materials on offer to entre- 
preneurs. Then the "strat- 
egy, structure and rivalry" 
of domestic competition, 
which provide the keep-fit 
course that companies need 
to stop them getting flabby. 
"Demand conditions" de- 
scribe, in the broadest 
terms, the nation's shop- 
ping habits and how far 
they succeed in keeping 
providers on their toes. And "clusters" are 
the de facto groupings of industries with 
common interests, the highest forum for 
businessmen to egg each other on. 

These four link together as "the dia- 
mond”. In successful nations it sparkles: all 
four features reinforce each other so that 
firms, given the best shot at upgrading their 
productivity, help nations to romp ahead 
even when they have lost a world war or 
two. In less successful nations, such as 
America, the diamond grows dull, and each 
of its features can reinforce decline by ham- 
pering the improvement of individual firms. 

Mr Porter then presents a theory about 
how the diamond itself operates at each 
stage in the development of a nation. At 
first, competitiveness derives solely from fac- 
tor conditions, such as cheap labour. As the 
other features emerge, nations can evolve 
from "investment-driven" to "innovation- 
driven" economies. In this final state of 
competitive bliss, of which Japan is the in- 
candescent example, clusters of world-beat- 
ing firms interchange like mad and compa- 
nies emerge from such torrid domestic 
competition that global markets hold no ter- 
rors for them. 

There is one snag for the over-confi- 
dent, however. Nations that pass success- 
fully through these three stages can go over 
the top. Mr Porter describes the unhappy 
outcome as a "wealth-driven" economy. 
This path can lead all the way back to the 
start, and Britain is struggling to get off it. 

The hundred or so pages which ex- 
pound this theory contain much that is 
frankly commonplace. They comprise a sort 





of comprehensive laundry list against which 
businessmen can check their own washing; 
it is because businessmen enjoy this exercise 


that Mr Porter is so widely read. But once 


the book gets properly into its stride, begin- 


ning with four profiles of world-beating in- _ 


dustries in four different countries, the the- 
ory starts to look more compelling. In the 


end, if the reader perseveres, he will discover — 


a novel and satisfying study of the world's 
leading economies. 

Mr Porter's "diamond" 
duces, for example, a more coherent ex- 
planation than most for the rise and rise of | 
Germany and Japan. He also provides an 





theory pro- 3 
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analysis of America's declining competitive- - E 


ness which is as alarming as it is convincing. - 


Casino capitalism, Wall Street style, gets an- 
other fierce rebuke; but above all, Mr Porter - 


feels, America is being pulled down by the | 


frightening inadequacy of its public educa- 


tion. The same is true for Britain, although — 


there is some evidence from other quarters - 


thar Britain’s long post- -Empire decline may 
have gone into reverse since 1979. 


The last section of the book contains de- ^ 


tailed prescriptions—for companies and — 
governments everywhere, as well as for the — 


select list of ten. All are exhorted, in short, k 
to get those diamonds polished, Mr Porter 
makes little reference to the emergence of 
the 1992 single market in Europe. But to 
judge by the contrasting futures envisaged — 


for America and Germany, the quicker Brit- 
ain can amend its Anglo-Saxon ways and 


learn to ape the superpower on the Rhine, 
the better. 












Of oi and sea- 
otters 


INTHE WAKE OF THE Exxon VALDEZ. By Art 
udi Sier Club Books; 288 pages: 
$18.95. 













ther 3 










nent donde: not aed of 
petence that caused it but because 

deception and idiocy that followed it. 

: e who want to believe that big in- 

us is duplicitous and selfish, Exxon pro- 

ide proof Y positive. 














































| Gulf prophecies 


USEFUL and comprehensive col- 
: lection of essays, THE Guir War: 
© REGIONAL AND INTERNATIONAL DIMEN. 
= SIONS*, looks back without anger at this 
bloodiest of recent wars. June 1989 is the 
I. book's cut-off date, a mere ten months 
| after the ceasefire; but the contributors 

.. have been able to distance themselves 
- from the conflict, less into neutrality 
^ than into objective discernment. Thus 
more than one writer on the crucial ques- 
tion of the origins of the war reaches the 
conclusion that though Iraq began the 
.. fight, it was only after ample provocation 
from Iran. 

There is even some attempt at post- 
war prophecy. Anthony Cordesman, 
armed with his usual closely-packed 
pages of statistics to back his usual crisp, 
dry judgments, says that hostilities be- 
. tween Iran and Iraq are most unlikely to 
resume. If and when they do, the decid- 
- ing factor will be air attacks by Iraq on 


tles of the last conflict. He guesses that 
the victorious President Saddam Hus- 
- sein could be pulled into the Arab-Israeli 

conflict if the intifada escalated. But how 
could anyone anticipate that in mid- 
1990 he would be seen by Arabs as a 
hero because of a western campaign 
started off by a freelance journalist and 
odd bits of military equipment? 

One of the co-editors of this book, 
Otto. Pick, ventures the suggestion that 
| "The Satanic Verses" was published just 
| in time to provide Ayatollah Khomeini 
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Iran and not the large, clumsy land bat- 
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eagles will gradually return to Prince Wil- 
liam Sound as their populations recover; 
but the millions of dollars volunteers spent 
scrubbing otters with detergent probably 
did more for their own consciences than for 
the animals. The huge cost will be paid by oil 


. consumers. Only 4% of the spilled oil was 


ever recovered. Once the spill had been al- 


‘lowed to disperse there was no technology 
| or chemical that could stop it. 


That was true before the spill; the only 





difference is that now everybody knows it. lt 


is hard to read Art Davidson's thorough, 
well-written book without concluding that 
Alaska was somehow irretrievably violated 
by the spill, if only because it has lost the 
comfortable assurances of the oil industry 
that spills would not happen and would be 
cleaned up if they did. The rest of the coun- 
try was scandalised by what it saw as Exxon’s 
efforts to spend its way back into public es- 
teem, Alaska itself was torn apart. 


i 
| 
| 
with an issue that could distract the Ira- 
nians from the dismaying fact of their de- | 
feat. He also notes that President | 
Hashemi Rafsanjani has produced a | 
“stab-in-the-back legend" to explain | 
away that defeat: vital military secrets 
had been betrayed, over the years, by se- | 
nior Iranian officers to a vast network of | 
American agents. | 
For good measure, a couple of essays | 
on subjects not strictly germane to the | 
Gulf war have been thrown in. The best | 
of these is the one on Islamic funda- | 
mentalism by John Voll, who claims that | 
the power and influence of populist fun- | 
damentalism is on the increase in the | 
Gulf region and elsewhere in the Muslim | 
world and that the West would do well | 
“to recognise it for what it is and work | 
with it". | 
Slightly less marginal is Malcolm | 
Yapp’s excellent study of the Kurdish | 
role both before and during the Gulf | 
war. He reveals with convincing clarity 
the determination of the Kurds, in a se- | 
ries of policy decisions, to be theit own | 
worst enemies. This may change if, ashe | 
believes, the war finished off the old trib- | 
ally based Kurdish movement and the fu- | 
ture leaders turn’ out to be modern | 
urbanised Kurds. For the sake of that gal- | 
lant and misguided people, it would be | 
good if it were so. | 
| 
| 
i 
| 


*Edited by Hanns Maull and Otto Pick. Pinter Pub- 


- lishers; 203 pages; £30. To be published in America 


by St Martin's P'ress 


which’ were Pound dead) and loons and lbald 



















In need of a scrub? 


An unintentional theme of this book : 
the awfulness of lawyers. In the mid-198C 
Alyeska, the oil-company consortium tha 
owns the pipeline and was supposed to b 
ready to clean up any spill, deliberately r= 
down its equipment, people and readin 
to save money. In response, the port c 
Valdez tried to set up its own spill-moppin 
team. What happened?! Alyeska went t 
court and stopped it. Why did Alaska’s gov 
ernment not insist on a better contingenc 
plan from Alyeska? Because it had only on 
“nuclear” weapon at its disposal: switchin 
off the pipeline and causing an oil shortag 
in the rest of the country that would hav 
brought lawsuits on its head. Why does tha 
government still insist Alyeska's plan wa 
good enough? Because to say otherwise is t 
admit its own negligence and liability. 

Throughout, Exxon had an eye on th 
courts. When forbidden to use dispersants i 
countersued the state, having built up th 
myth that the state's refusal stood betwee 
Prince William Sound and cleanliness. Th 
company continued—indeed continues—t 
scrub beaches long after it became clear tha 
it was doing more harm than good, becaus 
if it did not do so the environmental- 
would say it was walking away, and suc 
They did anyway. 

And yet, as Mr Davidson admits, Exxoi 
did a lot of things right. It unloaded the ur 
spilled. 40m gallons from the ship. Its re 
sponse team, once formed, probably wen 
into action quicker than a red-taped govern 
ment one could have done. It spent $2 bi 
lion of its shareholders’ money on scrubbin 
rocks. It will spend as much again or mor 
on legal costs and settlements. 

An honest oil industry would have sai 
20 years ago that shipping oil from Valde 
would kill some sea otters one day. A rea 
sonable public would say that it wants it 
cheap petrol badly enough to sacrifice a fev 
endearing creatures. Instead, the oil indus 
try claimed it would never spill and couk 
clean up if it did, while the public comfort 
ably blamed the disaster not on its owt 
greed, but o on £otporate. arrogance. l 
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In Beijing 
where else 
but the 
Shangri-La. 


Where service 
and hospitality are as 
harmonious as the j 
company of good 
friends, one has found 


a great hotel 


5 at 
Net 


S ShangriLa hotel 
BEIJING 


A SHAN AILA INTERNATIONAL HOTH 





SHANGRI-LA HOTEL, 29 ZIZHUYUAN ROAD, BEIJING 100081, CHINA. TEL: (1) 841 2211. TLX: 222322 SHABJ CN. FAX: (1) 841 8002/34. CABLE: 1123 SHANGHTLBJ 
SHANGRI-LA INTERNATIONAL: BANGKOK (2) 236 7777 * HONG KONG 810 7782 © KUALA LUMPUR (03) 230 6248 © SINGAPORE 535 7876 


SHANGRI-LA INTERNATIONAL HOTELS on? RESORTS: CANADA © CHINA © FUI * HONG KONG © INDONESIA © MALAYSIA © PHILIPPINES (1991) © SINGAPORE © THAILAND 





Creating 
Strategic Advantage 11-15 June 1990 


Today's successful companies are the ones that have learned how to get their strategy right. They 
understand and build on their strengths, they know with whom they wish to compete, and they have 
effective mechanisms for establishing their priorities. They act to create strategic advantage. 
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Fiona Hamilton is a stewardess for 
British Airways. She flies on the airlines 
long-haul routes out of London, but 
actually lives hundreds of miles away 
in Scotland. 
" Arriving back in London from an 
- avemighit flight, Fionas first stop is at the 
airlines Staff Travel Centre to buy a ticket 
for a Super Shuttle flight home to 
Edinburgh. 

Standing in a line waiting for a ticket 
does not make her smile. Fujitsu to the 
rescue. 

















LEADING COMPUTER 





Fujitsu, one of the world's leading 
computer makers, recently helped British 
Airways relieve the problem of queuing at 
its Staff Travel Centre at Heathrow Airport 
London by designing and manufacturing 
a very special printer to form the heart. 
of an automated ticketing system built by 
the airline itself. The system (photo, right) 
allows staff to bypass the ticket counter 
and issue their own tickets to a range 
of destinations. The printer is no simple 
printer, but an intelligent device which not 
only prints tickets and boarding passes 
but also magnetically encodes them so that 


they can be read and verified by computer. 








FAVOURITE 
INE 


It takes a special kind of company to 
impress the world's favourite airline and 
that's exactly what Fujitsu is. The company 
is not just a leading computer maker, 
it is also one of the world's leading tele- 
communications makers— with more than 
100,000 employees and projects completed 
in a hundred countries. It is a high tech 
giant that's a major force in the global 
information revolution, a company that 
makes surprising new systems that can 
do important things. Like keep. Fiona 
Hamilton smiling. 


WORLD’ 


















































The British Airways self-service ticketing system 
for staff was designed around a Fujitsu intelligent 
ticket printer. It is as easy to operate as an automated 
bank teller machine. 
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our local Commonwealth Bank is compu er-linked to 1250 branches across Australia. Australia has millions of Cockatoos: 
like the yellow, or red-tailed black ; Calyptorhynchus bnk, if exported (often illegally , they're worth a fortune. As your 
| À ‘ou consult Australia's leading bank. © Sydney (Head Office), 61 (2)227 7111. 
Frankfurt, 4 | ( )9) ) | i 1 sé $ > Hong Kong, 852 8447500. O London, 44 (71) 6000822. wee 
Los Angeles, 1(213)6894702. © New York, 1(212)848 9200. © Singapore, 65 2243877 ; 

Tokyo, 81(3)213 7311. | 
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E American politics 


Mayor culpa 


ALL THE Best: Lerrers FROM a FEISTY 


Mayor. By Edward Koch. Simon & 
Schuster; 286 pages; $19.95 


O ALL those lies New Yorkers tell— 

“We must have lunch’, “I love being 
single", "I never read the Post"—must now 
be added the biggest whopper of all. Ed 
Koch claims, in this collection of the rudest, 
funniest and wisest letters he wrote during 
his 12 boisterous vears as mayor of New 
York, that "basically, I’m a shy person." For 
a Jew from the Bronx who personifies chutz- 
pah, this is rich indeed. 

Far more New Yorkers love than hate 
him for it. At the St Patrick’s Day parade on 
March 17th he got more cheers from the 
crowd than anybody else. The same thing 
heenened at the Israeli Day parade on May 

| *. Mr Koch noticed. In an interview in 
his law firm's offices he told The Economist 
with his customary, disarming, lack of mod- 
esty that New Yorkers now regretted that 
they had not re-elected him mayor. 

Other, more surprising, people also 
have a soft spot for him. One is Margaret 
Thatcher, who, it turns out, engaged in vo- 
luminous correspondence with Mr Koch 
over Britain's attitude to immigrants from 
Hongkong. Another is Cardinal John 
-Q'Connor. He volunteered "even to say 
Jewish prayers" for Mr Koch's recovery 
"when the mayor suffered a stroke. “Your 
Eminence," replied Hizzoner, “I’ve taken 
care of those. You just pray for me in Latin." 
~ — Yet another is Mother Theresa. She ar- 
rived unannounced with three other nuns 
one Sunday afterncon when Mr Koch was 
convalescing at Gracie Mansion, his official 
residence. He offered her lemonade and bis- 
cuits; she declined. “If 1 and my sisters were 
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to accept comparable hospitality from a 
poor family in India", she said, "it would 
cost them a week's wages. So I have a rule. 
We never drink or eat in the homes that we 
visit, whether of the rich and mighty or of 
the poor." "But Mother," Mr Koch pro- 
tested, “at least have a chocolate-chip 
cookie. They're the best cookies in the 
world." Mother Theresa paused, looked at 
the sisters, looked at the mayor, then looked 
at the cookies. “Well,” she said, “then wrap 
'em up." 

Mr Koch's comments on his enemies, 
and his letters to them, are often as enter- 
taining. They are also abusive. He rarely for- 
gives a slight or forgets a grudge. In America 
publication of these letters is protected by 
the guarantees in the Bill of Rights of free 
speech and of a free press. In Britain some of 
them would give a publishing house's law- 
yers the vapours. 

The rudeness is redeemed by Mr Koch's 





Museums and galleries 
Unholy alliance? 


NEW YORK 


RECENT exhibition of Cycladic art at 

the Merrin Gallery in New York has 
alerted the American public to two things. 
One is Cycladic art itself, the ancient, primi- 
tive marble idols once described by Picasso 
as "better than Brancusi’; and the other is 
the interaction between museums and the 
venture capitalists of Wall Street. The first 
has proved more palatable than the second. 
The show was held to raise money for 
the Brooklyn Museum, and took in $70,000 
on its opening night. It included pieces bor- 


Cycladic head with Mr Edelman 


expensive ancient sculpture ever purchased 


$10m in the Merrin Gallery, and his own art 


gallery's owner. Not all observers were sure, 
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seriousness. He is proud 
mainstream Democrat: a su 
tal punishment and an opponer 
quotas, who believes that left-win 
crats have sabotaged their party's cha 
winning the past three presidentia 
tions. This does not make him a reactioi 
He is also committed to securing « 
rights for women and to outlawing: 
discrimination against homosexuals. 

_ The rudeness is also redeemed b 
Koch’s sense of fun. As mayor he welcomed 
Spiderman to City Hall, posed. for photc 
graphs with Big Bird, and danced across à 
stage with Twiggy and Tommy Tune while 
wearing a toy pigeon on top of his hat. After 
12 years in office he had outworn his wel- 
come as mayor—which is why David 
Dinkins beat him by 51% to 4296 in the 
Democratic primary last September. But he 
remains New York’s favourite son, and he: 
<nows it! 











cowed from the Broche and private collec- 
tions. But the star of the show was the most 


at auction, a $2.09m Spedos Cycladic head _ 
owned by Asher Edelman, an art collector - 
and arbitrager. Mr Edelman has invested E 


holdings are estimated at $100m. One room. 
at the exhibition contained pieces for sale, 
with the proceeds going to Ed Merrin, the 


therefore, that the Brooklyn Museum was 




































































then main in bèn ficiary of the sl 
. Torkom Demirjían, an art dealer from 


about what he sees as Mr Merrin's desire for 
publicity and manipulation of prices. He ob- 
jects, as do many others, to the increasing 
collaboration between galleries and muse- 
ums. The practice, as he sees it, exploits a 
museum's good name. Even ifa dealer never 
sells to the museum in the future, a favour- 
able endorsement will put up the value of 
-the pieces in his collection. This, in turn, 
may put up prices throughout the market, 
and lead to more looting of source coun- 
tries, Those countries already lump muse- 
ums and dealers together. as despoilers of 
their. "cultural patrimony”; a connection 
hat is unfair and unfortunate. 

ao One expert at the Metropolitan Mu- 
um, Oscar White Muscarella, insists that 
useums are “protectors of nature”, while 
galleries are — "plunderers". “Museums 
should not be involved in a partnership that 
< makes them dependent on galleries for fi- 
: nancial support", he says; "it is immoral and 
. improper." The Archaeological Institute of 
- America is meeting even now to draft a code 
of ethics debarring members from trade in 
antiquities derived from illicit excavations 


since 1972. The code will take effect next 





| Curators at the Brooklyn Museum ap- 
“parently protested about the Merrin exhi- 
- bition; but the director, Robert Buck, ap- 
- proved of it, and noted that the Merrin 
Gallery had already helped the museum to 
publish a catalogue of its Egyptian collec- 
‘tion. Mr Merrin himself says he does it all 
*"for love". It was the Brooklyn that first 
“gave him the chance, as a child, to see classi- 
cal art. Were it not for that, he says, he 
would not be dealing at all. | 

Mr Merrin has his own supporters in 


the Met. Mr Hoving points out that lending 
between galleries and museums in New York 
~has been going on for years, although. not on 
-such a scale and not involving antiquities. 

. Presumably the Merrin exhibition would 


| Cycladic head last year, outbidding even the 
Getty museum. He himself thinks that the 


. month “mutually agreed phase-out”. 
Mr Edelman, meanwhile, keeps the 


and his art collection to Switzerland. For the 





Mr Merrin, i in Greek, R 
antiquities. Will Daeda 
on the big ones? "AL 
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rival gallery, has been outspoken i inthe past” 


the museum world, among them Thomas 
Hoving, a controversial former diréctor of 


. not have been so controversial if Mr Merrin - 
had not spent all that money on the Spedos — 


whole business has become too commercial, 
and he and Mr Edelman are now in a 30- 


Spedos Cycladic head on the mantlepiece at. 
home, next to his Miro. He isin the process 
of moving both his business headquarters |. 





moment he is putting his money into the up-. | 

start. Daedalus Gallery—which deals, like 
.oman and Egyptian 

ow be — 


Edelman. Should America change | its ee i 


‘owners of antiquities to. put them on the 
market rather than give them to museums? 


“They'll have to change”, says Mr Edelman, 
unblinking, "because the United States is 
losing its cultural patrimony.” 





Eastern Europe's posters 


Pyrotechniks 















Comrades Brezhnev and Honecker kissing). 
Tyranny has its points. 


ese posters were made for an ricélector- 
| ate unused to having to choose between po- 
>; litical parties. It helps these voters, as much 
as it helps the western viewer who has de- 
= spaired of being able to distinguish between 
Demokrata Forum (Hungary), Neues Forum 
(East Germany) and Civic Forum (Czecho- 
slovakia), to be given a handy set of visual 
. aides memoires: a fizzing comet for the last, a 
. "dove for the second, and so on. But it is the 
sheer artistry of much of the work on show 





> PIERESTROJKA 


VIVID show at London's Victoria and 

"A. Albert Museum, running until July Ist, 
has gathered together for the first time pub- 
lic images from the Warsaw Pact's various 
pro-democracy movements, ranging from 
Polish. | Solidarity posters | produced under 
martial law in the mid-1980s to flyers from 
last springs elections in East Germany. 
 Miewers of a contemplative turn of mind 
may reflect that nations which take democ- 
racy for granted tend to woo their voters 
with anodyne photographs of beaming 
party. worthies. In Hungary, where democ- 
racy is a precious new commodity, election- 
eers charm their voters with Expressionist 
woodcuts or montages of Michelangelo's 
"Pieta" (or, memorably, trick photos of 


| alive a wel | 


The events P the past dede TM 
spawned a surprising degree of visual wit 
east of the Elbe. A Soviet Elections-90 
poster, for example, expresses popular frus- 
tration at the slow pace of political change 
with the image of a stuck record endlessly 
playing . “Glasnost! Glasnost! GI ubl 
Solidarity's latest offering depicts ar 
mour-plated and half-tracked dove o! 
over the legend “Pax Sovietica’ 

The choice of images iso 
gnant too, drawing attention to the 
various historical undercurrents at 
play in the region. Civic Forum’s 
posters draw repeatedly on the messi- 
anic power of the church for political 
appeal (at least one, entitled “Christ- 
mas Peace with Civic Forum”, hints 
at Mr Vaclav Havel’s subsidiary role 
as one of the Three Wise Men), while 
Neues Forum, looking over its 
torical shoulder, employs images us- 
crying Nazism. 

Beneath all these visual pyrotech- 
nics, though, lurks a sense of the re 
gion’s abiding insecurity. Posters are 
ephemeral; so too, perhaps, are the 
freedoms they advertise. The opti- 
mism of many images has already 
been disproved. A Hungarian wood- 
cut from December 1989, for exam 
ple, expresses solidarity with Roma- 
nia's struggle by pointing out that the 
Romanian town of Timisoara wa: 
once the Hungarian town of Temes 
var, a fact which has since had bloody reper. 
cussions. In some ways, the exhibition': 
most moving image is its least sophisticated. 
a hand-drawn poster from Bulgaria's Com 
mittee for the Defence of Spiritual Value: 
which reads "And God took their minds. 
and they started to say foolish things". How 
history will judge the wisdom of what *^- 
V&A’s posters have to say is still an < 
question. 












Classical music | 
Unmuffling 
Toscanini 


"HEY called him “Maestrissimo,” the 
. greatest of conductors, but for years the 
evidence was lacking to prove it. Because the 
sound quality was so bad on Arturo Tosca 


nini’s legendary recordings, they were al 


lowed to go out of print. The notorioush 
dry acoustics in the conductor’s favourite 
studio, 8-H in Carnegie Hall, made mam 
performances sound furiously muffled, anc 
attempts at stereo revamping in the 1970: 
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ENRY MEE'S house, one of the last 
Georgian examples in Bermond- 
sey, is about to be undermined by the Ju- 
bilee Line extension out to Canary 
Wharf. Before it goes, he has managed to 
cram it with 31 large portraits of the 
most eminent men atid women in Brit- 
ain, a project that has taken him six 
years. The Queen is in the sitting room, 
rubbing elbows witt de; Yehudi Me- 
nuhin is in the hall; Peter Walters, for- 
mer chairman of British Petroleum, over- 
looks the bath. The collection goes to 
Sotheby's on May 22nd in an exhibition 
_ sponsored by American Express. At that 
- point, those distinguished sitters who 
have not managed to pick their way 
through Mr Mee's jungle of easels will see 
their portraits for the first time. —— 
- ^ Mr Mee started down this road when, 
— in. 1982, he was asked to paint the 
Queen; he was still in his 20s. The Yellow 
Drawing Room in Buckingham Palace 
was set aside for him, with cloths tacked 
down over the Persian carpets. A life-size 
lay figure of the Queen, wearing the 
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mantlepiece for Mr Mee to draw when 
ure's position he had to ask permission 


pass the message on to the servants. Mr 
Mee toyed with painting the Queen “as a 
person”, but decided he had better paint 


sult has received the royal approval. 
One thing led to another, and Mr 

Mee was launched on his project to paint 

"the gods of our age". His approach was 


aani en ERES ARTI RE a a EIE RARI E DTE TEE e aaa a 


Queen's real jewels, stood by the . 
his subject was not there; to alter the fig- _ 


of "a man in a wing-collar”, who would | 


her as the Queen. The rather sombre re- 





informal. He would sketch his subjects at 
home or going about their work (Lord 
Carrington gardening, Sir Peter Hall di- 
recting "A Winter's Tale") and then 
paint the picture, slowly, in his spare 
time. His worthy subjects were not shy in. 
giving him advice. Sir John Harvey-Jones 
lectured him on the importance of natu- 
ral light; Anthony Powell, who became a 
great fan, worried that Mr Mee seemed 
not to want to arrange him at all; Admi- 


“ral Sir John Woodward objected to the 


blue pigment used on his forehead. “But 
the blue is neutral", Mr Mee protested. 
"Let's be quite clear about this," the ad- 


miral snapped back; "the blue is not 


neutral!" z 
Unfazed by the experience, Mr Mee 
has acquitted himself with a series of vig- 
orous no-nonsense paintings. He is even 
ready for more of the same. His next 


| 

| 

| 

| 

| 

| 

| 

| 

| 

| 

| 

! me. His | 
project will probably be “The World’s | 
: 

| 

i 


Great Leaders”, and Margaret Thatcher 
-has already promised him a sitting. 








The artist at home 


ae tp ee el 


^de things even worse. 

Toscanini conducted his first opera, 
Verdi's "Aida", in 1896. He was 19, Most of 
his recordings were made in his 80s, after he 
had assembled one of the great virtuoso or- 
chestras of all time, the NBC Symphony. His 
best moments are the stuff of history: the 
tympani in the “Dies Irae" in Verdi's "Re- 
quiem", the crescendo farewells of party 
guests in act one of "La Traviata”, the pizzi- 
cati at the end of the first movement of the 
Brahms "Double Concerto". Now Bertels- 
mann Music Group, taking advantage of the 
newest computer technology, has cleaned 


the recordings up. Over the next few years 


more than 80 classics by Toscanini will be 
re-issued, as well as nine laser discs and vid- 
eos that reveal what can be seen of the mae- 
stro’s art. = 

... Such music should never have gone out 
of print. It is equivalent to pulling all copies 
of Dante off the shelves of the bookshops, 
or closing the Sistine Chapel. And listeners 
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are still far from understanding Toscanini, 
or why he was great. This was, of course, 
partly the result of his longevity; he was re- 
cording operas like “La Boheme” 50 years 
aiter he conducted the premiéres, receiving 
Verdian tradition directly from the mouth 


of Verdi. But that does not explain why, af- 


ter Toscanini, so many other interpretations 


can seem superfluous. (Kenneth Clark used’ 


to talk about a 1921 Beethoven cycle con- 
ducted by the Maestrissimo, after which 
other versions “left him feeling rather 
snooty .) Toscanini himself may have been 


weighed down by his own legend: his wed- 


ding present to his daughter and his pianist 
son-in-law, Vladimir Horowitz, was a vast 
bust of himself sculpted in bronze. 
Listening to Toscanini again also means 
hearing his marvellous players, some of 
whom redefined the roles of their instru- 
ments: Robert Bloom, for example, whose 
majestic oboe solo in the tenor aria of 
“Fidelio” is.a perfect match for the voice. 






towards repairing that heartless corporate 


Poetry 


The Book of 
Enoch 


ites ‘blanched. Had they been acquainted 


earlier Mr Powell, then a precocious and, on 


—. D hate the ugly, hate the old, 

. lonlylove the strong and bold, 
cal poet—might well have ‘suppressed suck 
_adolescent rambling. But Mr Powell is now 


» “republishing. his. collected. poems*,. about 
| 150 in all, and he says that “I am glad in a 


_ are dominated by the prospect and actualit 
„of war. The second were published in 195 


Throughout, though, both the tone an 
| melancholy, and the style Edwardian class 
tion may be an ideal training for 
things, but, to judge from this collectio 
. writing English verse is not one of them 


that there is more to Mr Powell than ju 


est works, "Rain", bears a striking resem 




























The reissue of hís recordings is a first step 


decision. 









with the new minister's poetry, they would 
have done a good deal more. Some 33 yeats 


his own admission, somewhat priggish don 
at Trinity College, Cambridge, had pub- 
lished a jolly ditty which began like this: - 


I hate the lame and weak... . 


The flashing eye, the reddening cheek | 
A cautious politician—or indeed a self-criti- 


vaguely melancholy sort of way to know that 
they are to be in print again.” r 
. The poems fall into two groups. The 
first were published in 1937 and 1939 and 


and are full of romance and religion 


style are strikingly consistent. "A. 
The tone is one of rather self-indulg 


cal pastiche. The young Mr Powell eviden 
inhabited a lachrymose world of scent 
breezes, golden tresses, piercing darts, wir 
leas and cloudless skies. A classical ed 


Nevertheless, a careful reading sugges 


rummager in A.E. Housman's waste-pap 
basket. The second verse of one of his e 


blance to the Ike and Tina Turner chorus 
"Ain't no river deep enough, ain't n 
mountain high enough". It seems that 
Powell's influence extends even further t 
his most ardent admirers had imagined. 





*Bellew Publishing; 198 pages; £9.95 













































conomic Advisers 


with HM Government Economic Service 





to £26,910 


We offer DR interesting, varied and challenging 
work to practical economists. You will work to the highest 
professional standards, providing advice to Ministers and senior 
.. Officials on a range of important economic issues, You will have 
the opportunity to move between government departments and 


P „to develop and maintain contact with economists in universities 


. and research institutes. | 

You should have a good degree in economics together with 

-some relevant professional experience. For some posts expertise 

-in econometrie modelling and in macro and micro-economie 

» forecasting and analysis would be an advantage. Good com- 

_ munication skills are essential. 

. Mostof the posts are in London but there are a few in 
Birmingham, Edinburgh and Glasgow. There are vacancies in the 
following Departments. 


HM TREASUR Y- | | 
| Posts in areas concerned with the: analysis E 
» economic policy; the forecasting of the domestic “economy; ee 
. analysis of the world economy; the planning and control 4 
public expenditure; and the microeconomic analysis of 
expenditure programmes. 





` DEPARTMENT OF TRADE AND vour 





Advising on aspects ofi industrial policy 
feference to the implications for individual markets à nd sectors .. 


_of thé economy. Some posts involve MN evaluation na the ` 


cost-effectiveness of policy. 


. MINISTRY OF AGRICULTURE, FI NR 
ANDFOOD 


Posts dealing with economic analysis T and 
| environmental policies leading to advice to policy makers. 


HM CUSTOMS & EXCISE 
Working in close collaboration with HM Treasury, you 
will be involved with issues relating to excise duties and VAT. 
CIVIL SERVICE COLLEGE 
Post as Senior Lecturer in Economics. 
DEPART. MENT OF EMPLO IMENT 


To werk on general labour economics and training policy; 
also regional and industrial matters and industrial relations. 


fs (or "E R) OFFICE C OF ELECTRICITY 
















wham and Glasgow concerned with the 
e in dustry prior to privatisation and the 
regu lato y practice. 


i (OFWAT) o F ICE C OF WATER SERVICES 
Posts in Birmingham. Work concerned with the development 
i the new regulatory regime for the water industry 











FOREIGN AND COMMONWEALTH OFFICE 
Analysis, mainly macro/international, and advice on both 

functional and geographical issues, including the European 

Community, international trade and finance, and Eastern Europe. 


DEPARTMENT OF THE ENVIRONMENT 


One post concerned with environmental protection and 
one in local government finance. 


DEPARTMENT OF HEALTH 
Up to 2 posts concerned with the economic advice on the 
implementation of the NHS White. Paper. 


INLAND REVENUE 


Up to 2 posts concerned with advice on economic aspects 
of taxation, both personal and corporate taxation as well as the 


«more specialised issues relating to oil and financial sectors. 


Y. (OFTEL) OFFICE OF TELECOMMUNICATIONS 


I oA dvising on regulation and competition policy in 





| telecommunications 


DEPA | TMENT OF TRANSPORT 
“Vacancies for candidates with an interest in the appraisal 
E arge in vestment projects in highways, rail and aviation. 








x here máy i be vacancies in the following departments: 


Beprtioent of Social Security 


Scottish Office 


These posts are for a period of 2-5 years but can be made 
permanent. Secondment from an existing employer may be 
considered. 


We offer starting salaries in the range £20, 185-£25, 160 
(plus Inner London Weighting of.€1750), together with a 
range of benefits including generous relocation assistance 
where appropriate. There are Performance Range points available, 
above the maximum of the scale up to.£30,000, exclusive of 
London Weighting for sustained high performance. 


ifyou want to know more about the work of the Government 
Economic Service call either Douglas Todd (071-270 4540) or 
Tom Morris { 071 270 5093). 


For father details and an application form (to be returned 
by 8 June 1990) write to Civil Service Commission, Alencon 
Link, Basingstoke, Hants RG21 UB, or telephone Basingstoke 
(0256) 46855] [answering service ui. outside ofice hours). 
Please quote ref: G(3)622. l 


The Civil Service isan A 


HM GOVERNMENT ECONOMIC 
-SERVICE opportunity employer 










RC 








Consulting firm seeks experienced | 
Chief of Party, Editor, Public Admi 
specialists. Must have significant tec 
experience with donor agencies. Regional 
. Detailed CV to Chemonics, ANE, 2000 M S; 









- NATIONAL UNIVERSITY OF SINGAPORE 
. Department of Economics and Statistics 


` Applications are invited for teaching appointments in the. i 7 es of 
hD degree. 
Preference will be given to candidates who are able to teach in more than one of. 


Economics and Statistics from candidates who possess a relevant 


the following areas: 


Advanced Micro-economics 

Asean Economies. ! NF Ei 
Economics of Banking and Financial Institutions 
Experimental Economics - | 
Industrial Economics | 

Managerial Economics 

Comparative Economics Systems 

Statistical Computing ` 

Statistical Theory 

Statistical Methods 


Besides appointments on normal three-year contracts, visiting appointments for 
one or two years will also be considered. 


Gross annual emoluments range as follows: 


Lecturer $$50,390- 64,200 
Senior Lecturer .. $$58,680-100,310 
Associate Professor O .  $$88,650-122.870 

(STG£1.00 = S$3.08 approximately) 


The commencing salary will depend on the candidate's qualifications, experience 
and the level of appointment offered. P ELE 


Leave and medical benefits will be provided. Dependin on the type of contract. 


offered, other benefits may include: provident fund bene its or an end-of-contract 
atuity, a settling-in allowance of $$1,000 or S$2,000; subsidised housing at 
minal rentals ranging from S$100 to $$216 per month education allowance for 
"up to three children subject to a maximum of $$10,000 per annum. Padi child, 

passage assistance and baggage allowance for the transportation of personal 






effects to Singapore. Staff members may undettake consultation work, subjectto . | 
the approval of the University, and retain consultation fees up to a maximum of 


60% of their gross annual emoluments in a calendar year. 


The Department of Economics and Statistics is a department in the Faculty of 
Arts and Social Sciences. There are eight faculties in the National University of 


- Singapore with a current student enrolment of some 14,000. All departments are | 
w 


well-equipped with a wide range of facilities for teaching and research. 
, <All academic staff have access to the following computer and telecommunication 
. Fesources: an individual microcomputer (an IBM AT-compatible or Apple 
. Macintosh); an IBM mainframe ey apd with 16 MIPS of computing power; an 


. NEC SX supercomputer with 650 MFLOPS of computing power, departmental ^ 


laser printers; a wide spectrum of mainframe and microcomputer software; voice- 
. mail; BITNET to access academic institutions world-wide. In addition, a 
: proposed campus network based on state-of-the-art optical fibre technology will 
| install 


ed by end of 1990 to facilitate resource sharing and electronic. 


. communication for the academic community. An on-line library catalogue will 
. also be accessible by the middle of 1990, 


< Application forms and further information on terms and 
. conditions of service may be obtained from: 
- The Director NUS Overseas Office | 
< Personnel Department Singapore High Commission in London 
- National University of Singapore — 5 Chesham Street _ 
10 Kent Ridge Crescent London SW1, UK 
- Singapore 0511 Tel: 071-235 4562. 


Enquiries may also be sent through BITNET to: PERSDEPT @ NUSVM, or 
through Telefax: 65 7783948. 
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IS Lecturer in E conomics 


We are looking for an economist to joina < 
lively and research orientated economics group.’ 
A willingness to teach mathematical economics 
and econometrics and a knowledge of PC 
software will be an advantage. However, you are 


. encouraged to apply regardless of your 
‘specialism. — A 0 0 0n 


Salary 
inclusive. ` 
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B | 1890 -1990 Cen 


Seeking to achieve equality of opportunity’ 


Lo VAs the largest Polytechnic i 
(0 it tie Country, we me. = 
working to achieve 
excellence in all. we do. For 
Jj. our staff. weare seeking to 
| provide the working | 
Co environment: and range of 
So, Salaries, beefifsand — 
Opportunities to be expected - 
" efalane progressive: = 
arganisation” — 





FACULTY OF MANAGEMENT AND BUSINESS 
Department 


To be involved in the teaching and development of the new 
Businessin Europe degree The department isalso a partnerin the 
Manchester Euro-Information Centre project. There will also be 


| Opportunities to participate in other developments in the Faculty 


including postgraduate level work. Research. consultancy and other 
professional development is encouraged. Applications will be 
particularly welcomed from candidates with expertise in one ofthe 
following areas-Economics of European Integration, Comparative 
Furopean Business and Economic Law. European Financial Markets, 
European Management, Marketing or Industrial Relations. 
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off 


kLECTKIEITY 
REGULATION 


Correspondents 
Specialist newsletters ` seek 


part-time. contributing editors 
in UK, Europe & Asia. 









Tel: (0628) 773404. 






ECONOMIST/ 
STATISTICIAN 


^ ipe are invited for a vacancy in the 
rketing and Economics Department of the 
Authority, at Archway, North London, The depart- 










| a market intelligence service for the 
industry. This includes the collection, analysis 






information. and involves close contact with the 








cereals market and to write short concise reports 
on these statistics. The successful candidate will 
have formal training in Economics or Statistics. 
The post does not require a theoretical statistician 
but rather someone who enjoys working with 
i figures and py se who has some computer 
experiance. 









advantage. 








experience) will be on a scale: £11,052-£15, 165 
which includes London weighting. A non-contrib- 
utory pension scheme (which provides for Private 
Health insurance Cover) is available. Apply in 
writing giving details of qualifications and experi- 
ence to: 

Head ot Marketing and Economics Department, 
Home-Grown Cereais , Hamiyn House, 
Highgate Hill, London N19 SPR. E 















.. LONDON SCHOOL OF HYGIENE 
- AND TROPICAL MEDICINE 
( University of London) 


CHAIR IN HEALTH POLICY 


J DEPARTMENT OF PUBLIC HEALTH AND POLICY 


The London School of Hygiene and Tropical Medicine is one of the world's premier institutions in the 
fields of public health and tropical medicine. It is currently undergoing major restructuring and reform. 


This new strategy embraces exciting initiatives in the Department of Public Health and Policy, one of the 
four large multi-disciplinary departments in the School, under the direction of Professor Patrick 
Vaughan, Head of Department. The Department plans an expansion of its activities during the 1990s, 
particularly with regard to Europe, focusing on health policy, and the evaluation of health and heaith 
The Department encompasses five research units working on health policy, health services research, 
health promotion and prevention, human nutrition, and environmental health. It is responsible for the 
organisation of four Master of Science degrees and it has a large PhD research degree training 
programme. The Department has close links with the National Health Service and it has both national 
and international health activities. ^ | | 


This new chair has been created in order to lead and build the Department's teaching and research in 
health economics during the 1990s particularly with regard to health economics in Britain and the rest of 








Europe. The post holder will have a strong background in health economics and policy, will be willing to . 


work with multidisciplinary staff, and will take a tead in establishing new research programmes. 
Applicants are invited to telephone Professor Patrick Vaughan on 071-636 8636 for an informal 


discussion. Formal applications should be sent to the Personnel Officer, LSHTM, Keppel Street, 
London WC1E 7HT, from whom further particulars may be obtained. Closing date 11 June 1990. 


Strategic Management | ersity 


Contact: Chris Lom, SDP Ltd, - 
S Bridge Avenue, Maidenhead © 






ments work is ‘bell concerned with providing - 


and dissemination of UK and foreign market 
trade and Government Departments. The Author- — 


| ity wishes to appoint a highly numerate person io | 
prepare for publication, figures relating to the: 


me knowledge of agricultural and/ | 
or commodity markets would also be an | 


Salary (depending on age, qualifications and | 












Hamilton; New Zealand 
UGC POSTDOCTORAL 


FELLOWSHIP IN WORLD CLASS 


MANUFACTURING _ 

The Department of Management Sci- 
ence & Systems, the University of Wai- 
kato invites applications for a University 
Grants Committee Postdoctoral Fel- 
lowship in World Class Manufacturing. 
The appointee will be expected to work 
in New Zealand industry in collabora- 
tion with members of the staff of the 
Department of Management Science 
The position will be available for a 
period of up to two years. Enquiries of 
an academic nature should be made to 
Professor L. R. Foulds, Chairperson of 
the Department of Management Sci 
ence and Systems, The University of 
Waikato, Private Bag, Hamilton, New 
Zealand. Electronic Mail:  1.foulds 
(Q9, waikato.ac.nz. Fax: 064 71 38 

The emolument payable to a Po: 








. toral Fellow is currently NZ$36,00U0 per 
, annum. information on the conditions 


of appointment and details of the 
method of application are available 
from Appointments (37853), Associa- 
tion of Commonwealth Universities, 36 


.. Gordon Square, London WC1H OPF, 


UK, or the Academic Staff Registrar, 
The University of Waikato, Private Bag, 
Hamilton, New Zealand. Fax: 064 71 
560 135. Electronic Mai: RGTYSEC 


. 19(9waikato.ac.nz (via Internet). Appli- 


cations, quoting reference A90/31, 
close on 15 June 1990. 


Places for appointees’ children may be 
available in the creche run by the 
Campus Creche Society (inc). The Uni- 
versity welcomes applications from 
suitable people regardless of race. 
creed, marital status or disability. 














UNIVERSITY OF MANCHESTER 
INTERNATIONAL DEVELOPMENT 
CENTRE 


LECTURER IN 
DEVELOPMENT STUDIES ' 


Applications are invited from can- 
didates with cross-disciplinary in- - 
terests for this teaching and re- 
search post in development studies. 
Experience of overseas research 
and consultancy will be a clear 
advantage. Candidates may be 
from any disciplinary background 
| but will be expected to work as part 
of an interdisciplinary team. A 
commitment to research into the 
social and economic effects of de- 
velopment policies will be wel- 
comed. Informal enquiries to 
Martin Minogue. Tel: 061-275 
4794. Fax: 061 275 4751. Appoint- 
ment will be for a three year term 
initially, commencing 1 October, 
| 1990 and initial salary will be in the 
range £10,458 - £14,169 pa. Further 
particulars and application. forms 
(returnable by 31. May) from the 
Registrar, the University, Man- 
chester M13 SPL. (Tel: 061-275 
.2028. Fax: 061 273 5306). Quote 
‘ref: 111/90/EC. The University is an 
Equal Opportunity Employer. 
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. UNIVERSITY 
'OF READING 


LECTURESHIP 


Applications are invited for a Lec- 
-tureship in Finance in the Depart- 
ment of Economics from 1 October 
71990. The successful candidate will 
“be expected to show a strong com- | 
|| mitment to research in finance, and -] 
to teach on undergraduate and. 
 postgraduatecourses. — .— i 
Candidates require a strong back- 
ground in.either economics, statis- . 
tics or mathematics, as well as rele- 
vant skills in finance. g 
‘| Salary scale £10,458-£15,372 pa- 
| (Grade A) or £16,014-£20,469 pa- 
fo. | (Grade B) — under review — plus 
| USS benefits, NS 
Further particulars and application. 
. forms (two copies) are available 
| from Personnel Office, University of 
-$ Reading, Whiteknights, PO Box 217, | 
| Reading RG6 2AH. Tel: 0734 
318751. 5 5. o s 7 d 
Please quote ref AC 9029. 
Closing date: 4 June 1990, —.— 


LONDON SCHOOL OF |. 
ECONOMICS AND — | 


THE UNIVERSITY OF NEW SOUTH WALES, RIDES RUNG : : " | 3 | 1 
SENIOR LECTURER/LECTURERS 
. (2 positions) 


ured/Tenurable Appointment (Ref 372) 
Fixed Term Appointment (Ref 373) 



























































































|. Salary: up to $12,855 including London 
























vol of 


. Research 
Officer » 
some knowledge of socialist economies 


tema ‘tesa ea) | National Parks Development 





Performance, The London - 
Economics, Houghton Street, 





- Appointment will be from as early adate | 
as possible for a period of three years 
with salary in the range $12,225-&18,432 










including London Allowance, 


Applications and further particulars 
are available on receipt of a stamped 
addressed envelope from the Adminis- 
trative Officer, Room 510, London 
School of Economics, ` Houghton 
Street, London WC2A 2AE, 


"Closing date for applications 4 June | 
1990. | ie 


APPOINTMENTS | ` 


INTED 





AMERICAN GRADUATE seekingchak __ 
lenging career opportunity with multi- 
ae ahr. Pal, . Georgetown TE 












25 years worldwide experience, seeks posi- 
tion in international business development, as 
Overseas resident representative or as client 
= project advisor. Past experience includes po- 
ions in private industry and multilateral 
UN) agency daa financing and develap- 
ant of projects related to airports, mfra- 
structure and the piip and paper industry, 

: Write Box 106, The Economist, 10 Rocketel- 
zoa, 12th Floor, New York, NY 10020 
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You will act in an advisory capacity in the planning and management of the 


"QUALIFICATIONS | "XE 
Candidates should be British Citizens and possess a Higher degree (PHd or MSc) in 


least 10 years’ experience in conservation management ideally in a Tropical Marine 


' . Caribbean, Pacific or Indian Ocean, will be an advantage. 
. TERMS OF APPOINTMENT 


Government of Turks and Caicos. Salary 


G75 BEA, or telephone (03552) 41199 ext 3375. 















National Parks System which will involve close collaboration with other 
Government Departments and external organisations to raise the profile of the 
parks with both residents and visitors. | 5 | 
Specific duties include the preparation of a comprehensive strategy for developing 
a National Parks Organisation including an operational plan and manpower and 
funding requirements. Manpower training and àn educational programme for 
visitors and residents will also form an important part of your role. 


Environmental/Conservation Studies. If you are BSc qualified, you musthaveat =- 


environment. Experience of tropical countries, preferably small islands in the 


You will be on contract to the British Government for 2 years, on loan to the 
n is in the range £28,896 p.a. to To 
£31,416 p.a. (UK taxable). Additional benefits will normally include tax-free ...— 
overseas allowances, currently of £5, 199 p.a. (single) and up to £7,977 p.a. on, od 
{married}, children's education allowances, free accommodation and passages and. 
annual fare-paid leave, | 1 
Closing date for receipt of completed applications is 9 June, 1990. 


For further details and application form, please write to Appointments Officer, Ref — 
No AH367/AMG/TE , Abercrombie House, Eaglesham Road, East Kilbride, Glasgow 












OPEN UNVERSTY SCHOOL OF MANAGEMENT, " 
AND 

- "UNIVERSITY OF SAARLAND, FRG 
Two Research Fellows 
in Cross-Cultural. 
.. Management Studies 
| /. . (Two year appointments) 

With the support of the Anglo-German Foundation a joint project 







































to study cross-cultural management processes in German-British 
- industrial co-operation has been inaugurated by the Open Univer- 
sity and the University of Saarland directed by Professor D. S. 
-Pugh (OU) and Professor Dr C. Scholz (Saarland). The aim of the 
studies is to increase understanding of the problems of cross- 
-. cultural co-operation for business and commerce and to develop 
-suggestions for improvements. | | 
Applications are invited for two Fellowships, one to be held at 
each University, to work on this project, from men and women 
with. experience at doctorial level of social science based re- 
search in the management field. Experience of empirical data 
collection. and-avalysis, and knowledge of the field. of cross- 
-cultural organisational behaviour are required. For the German 
| post a good knowledge of English and German is required. For 
|. the British post a good knowldge of English is required and 
— knowledge of German would be an advantage. 
The British appointment will be made at Research Fellow Grade 2 
£15,372-£20,469 per annum. The German appointment will be 
made at BAT HA, cDM57,200. The starting salary will be 
according to age, qualifications and experience. 


Further particulars for the British post can be obtained from 
Maureen Leighton (5825/3), Open University, School of Man- 











0908 655870); for the German post these can be obtained 
from Saarland Professor Dr C. Scholz, Professor Business 
Administration, University of Saarland, 1m Stadwald, 6600, 
Federal Republic of Germany. Telephone 010 49681 302 3912 
(direct line). 


Closing date for applications: 29 May 1990. 
Equal Opportunity is University Policy. 


RESEARCH AMONG EMPLOYERS— 
MANPOWER COMMENTARY PROGRAMME 


The Employment Department Group intends to renew this 
major research programme. This looks into employers' 
practices and attitudes on vocational education and train- 
ing issues, industrial relations and other matters of policy 
interest. Three projects are undertaken in each of the 
three-year rolling programmes (renewable Autumn 1990). 
The studies usually involve surveys of employers and are 
undertaken within a precise timescale. — 
We invite expressions of interest from groups of research- 
| ers who have the expertise and the fieldwork resources to 
. carry out research among employers across a wide range 
of employment matters. We shall compile a shortlist of 
those invited to tender for the contract. 












. Please telephone 071-273 4883 
| before 1 June 1990 for more detai 
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agement, Walton Hall, Milton Keynes MK7 6AA (telephone — 









MONIS IA e 
CAREERS IN SUGAR — — 


Booker Tate Ltd is a new company formed by the merger 
of Booker Agriculture International Ltd with Tate & Lyle's 
Agribusiness Division. The company provides management 
and technical services for tropical agricultural development |. 
and is one of the largest of its kind in the world with © 
projects in Africa, the Caribbean, Asia, and the Far East. 
Due to increased overseas business opportunities we now 
wish to hear from individuals who are interested in 
-management careers in the sugar cane industry. 

Applicants should be qualified, preferably to degree level, 
with experience in one or more of the following disciplines. 


- e Sugar Factory Engineering and Production 
@ Sugarcane Agriculture ~ Agronomy, Crop Production, 
Agricultural Engineering 
| © Financial and Management Accounting, Stores and 
~ = Procurement 
© Personnel Management and Training 


» Opportunities are likely to be available at all levels ranging 
from General Manager downwards for those who already 
: have relevant overseas experience. ; 
^ "The remuneration packages include net of tax salaries, fre. 
. accommodation; annual home leave, company car or car 
allowance, BUPA health cover, Pension fund membership, 
generous assistance with the cost of UK secondary 
education, and allowances to cover relocation costs. 


WE ARE PARTICULARLY INTERESTED TO HEAR 
IMMEDIATELY FROM SUGAR FACTORY ENGINEERS 


| > Write enclosing a full CV and daytime contact telephone 
(do number to: "MN m 

_ John Roberts, Manpower Adviser, Booker Tate Limited, 
: Masters Court, Church Road, Thame, Oxon, OX9 SFA, 

- England | 
Fax 084421 —6773 . 
Telephone 084421 — 4600 
Telex 83515 Bookag 



















WILLIAM CO! 
ACQUISITION ( SETS C 
LAKE AND ELLIOTT | 
INDUSTRIES LTD; LLOYDS | 

: (BURTON) PLC AND ASSETS OF 
O47" THE ARMADALE STEEL WORKS 
OF AUSTRALIAN NATIONAL INDUSTRIES 


‘The Monopolies and Mergers Commission would like to hear 
from any person or organisation with information or views on 
William Cook PLC's proposed acquisition of assets of Lake 

and Elliott Industries Pt iH Lloyds (Burton) PLC and assets of 
the Armadale Steel Works of Australian National Industries. 


























The Commission will be studying the possible effects of the 
acquisition of the steel castings market. gi Um 


The Commission would like evidence in writing by Thursday 
31 May 1990 to be sent to: The Reference Secretary (Steel. 
Castings Inquiry), Monopolies and.Mergers Commission; 
New Court, 48, Carey Street, London WC2A2IT | 






























, and corporate finance.. 





extension up to a maximum of 
considered. 


-f you are interested write to, or NETER Chris Bolt, OFWAT, Centre City Tower, 7 Hil Street, 
Birmingham B5 4UA. Telephone 021 “625 1310 by the end of May { for deti 





or them. 





apply 





Centre for Financia! Assistance to African Counties. TM 
a Foundation 1aauibiiahed. LG 


Cassa di LAMAT delle: ae omia 
Milan - Italy 


under the auspices of the Rectors of 


Bocconi University of Milan res University of Turin 

. Catholic University of Milan — ^ — University of Bergamo 

poat of Milan xe ned University of avia 
State Whiversity ot Milan NE 


f and with the financial support of the Italian Ministry of Farian Affairs 


organises a 











a désigned for graduates fr developing countries and f jor italian q gra- 
`. duates who pursue a career in banks, Sans and international 
organizations operating. with LDC's.. 


Duration: 12 months. full-time, starting October 1990. 
Working language: English - 


Venue: Finafrica Centre in Milan ^ 


i ‘Scholarships available from the Italian Government and the EE EC. 
For further detailed information, please contact 


The Master Secretariat 


FINAFRICA - Via S. Vigilio 10 - 20142 Milan 
Baci de 38. 3 Vies 313223 EINAT id 5 





Vater Services—is the Birmingham- based office. of lan Byatt, the. first 
Water Services. He regulates the charges levied by the 39 undertakers for their 
ew rage ervices in England and Wales. a i 
ging input Xo this work from economists. OFWAT (cies. applications for 
senior Economic Assistant and Economic. Assistant: posts from graduate 
arly with experience or skills in econometrics and financial modelling, pricing and 


The appointments will be ova jor a short-term contract of one to three years with a possible 
ve years. Part-time appointments and. secondment terms can be 


i d OFWATis an equal opportunity soper 





Single entity 



















ails of poss. and how to 















you're. taking a Master's i in international i business "y not take it inthe oer A 
heart of Europe? ` : EDS NM 
We offer an intensive, twelve-month, full- “time programme, in English Rp 
to graduates with al least three years’ professional experience. 
Qur faculty is drawn from ten different countries. 
And our location in the centre of Paris iik attract ree from. 
all over the world. 
The melting pot that resuits wil give you a new vision of Europe. asa 





Just the perspective, in fact, that employers are eying out Me 


For further information contact: 


EMIB ADMISSIONS OFFICE, | 
EAP - ÉCOLE EUROPÉENNE DES AFFAIRES - 
108 BOULEVARD MALESHERBES, 

75017 PARIS. 

TEL: 4254 65.00 (EXT 6796) 

TELEX: EAPFRAN 640611 - TELEFAX: 42 6746.19 


































N 


i 


KINGSTO 


PART-TIME COURSES IN 


This innovative programme of study brings together E 
the practical and theoretical aspects of modelling 
. and forecasting. The skills taught can be used to 
. analyse and predict the fortunes of individual 

companies, industry or economies. The course is- 
designed for those with work experience as well as 
recent graduates. An MSc award, or a Diploma, or a 
Certificate is. available, depending | upon . the 

duration of the study. Attendance is two evenings 
per week during term time. 






















An intensive training program for investment 
“analysts and corporate finance specialists who 
s. wish to broaden and update their skills in analys- 

A ing and interpreting financial statements: valua- 
tion of securities, cash flow dynamics, M & A, 
. accounting problems of multinationals, interna- 


"tional differences in financial reporting, LBOs, risk 

=en and return management, project financing meth- 

Instruction by leading international professionals 

and academics, using proven teaching methods. 

;-. Worldwide, over 300 private and central banks, 

insurance companies, multinationals and other 

financial and industrial companies have sent their 

executives to ICMB courses since 1982. 

For detailed brochure or further information: 


; Annelies Wind or Ghassan Khoury, 
“international Center for Monetary 
and Banking Studies, 
PO Box 36, 1211 Geneva 21, Switzerland. 
Tel: 22-734 95 48 Fax: 22-733 38 53 
^ Telex: 412 151 pax ch 














































Further details and application forms are available 
from the Forecasting. Course Administrator, School 
of Economics, Kingston Polytechnic, Penrhyn Road, 
Kingston upon Thames, Surrey KT1 2EE. Tel: 081-549 
1366, ext 2384. 









THE MANAGEMENT PROGR. 


EXECUTIVES (MPE) 






For some companies today, winning at business is more difficult 
than ever before. Monopoly is no longer an option, risks 
abound, and checkmating foreign competition is hardly a trivial 
pursuit. And for people like you who manage these companies, 
the hazards of performing on an uneven playing field full of 
| hurdles can becostly. The ever-changing rules of the business 
| game keep unprepared managers running in place. 


Institut d'Enseignement Linguistique Professionnel 





EXTEND YOUR EUROPEAN HORIZONS WITH ( 
. “THE FRENCH CONNECTION” — — 


INTENSIVE FRENCH. SUMMER COURSES FOR 
BUSINESS EXECUTIVES AND PROFESSIONAL PEOPLE 


1990 SESSION: SEPT. 16-OCT.19 — — 


o make a reservation or obtain more information, 
please contact: gp A | 
Richard E. Headley l Telephone: (412) 648-1610 ff 
Director-MPE | — - Telex; (Int'l) 199126 | 3. 
University of Pittsburgh Fax: (412) 648-1693 
301 Mervis Hall ©. — 0 HE 
Pittsburgh, PA. 15260 — 






MARRE nd 






Similar possibilities near Paris. 
For further information contact : 


31, rue Etienne Marcel - 75001 Paris 1954 


Tel : (33.1) 42303584 - Fax : (33:1) 47449-6987. 












IOSEPH ML KATZ GRADUATE SCHOOL GF BUSINESS CEN 








recettes A AE EE rh itp a to 


OSAINT-XAVIER. COLLEGE / UNIVERSITY 


a ; 


EO Offers its Master of Business 
Administration i in Paris 


e Evening clas es. e. Week-end classes - 


@ For professionals 
with an undergraduate degree. 


B Next session: june and September 1220 
Bi Financial aid i is available 


FOR FURTHER I INFORMATI HON- CALL. 


(1)42.66.66.82 - 


IEMI/SAINT-XAVIER College University | 
71, rue du Fg-5t-Honoré-75008 PARIS | 


MAXIM'S INTERNATIONAL INSTITUTE 
SCHOOL OF HOTEL MANAG 


For an International manag 
had YEAR DIPLOM 


ICMB INTERNATIONAL CENTER 


Geneva, October 1-6, 1990 


MERGERS AND 
ACQUISITIONS 


This unique course has been designed to pro 
vide participants with an integrated, in-depth 
analysis of the Mi A process and of the latest 
developments in estic and cross-border 
mergers and acquisitions. It pon and dis- - 
cusses the theoretical, practical and. strategic ' 
aspects. of modern. mergers, acquisitions and 
divestitures: — 


Participants: will be informed of the most . 
recent methods for identifying and analysing | 
acquisition candidates and of the various — 
means of effecting and financing deals both in 
the ‘private and public arena. For corporate 
managers, bankers, brokers,. accountants and 
consultants in the M&A field. 


Intensive instruction by leading international 

' ' professionals and. academics, using proven 

— teaching methods. Worldwide, over 300 pri- 

vate ard central banks, insurance companies, 

multinational and other financial and industri- 

al companies have sent their executives to 
ICMB courses since 1982. 


For a detailed brochure or 

further information. on other ICMB courses: 
nnelies Wi hassan Khoury 

International Center for 

PO Bor dk. and ponking 5 vane 


FOR MONETARY 


AND BANKING STUDIES 


ndon Da! 90 8 Mtas y, 12 né 1 0. iol; 
11 September, 9 October, 13 November, 11 December, 
Brussels Dates 1990: 16 May, 18 3Sptember 
peg 20 November. 


F rank Lynn is dedicated to help firms manage change 


and grow their markets. These one day clinics will 


provide direction on the design, refinement and 
management of all aspects of channel market ing 
programmes... 

It aims to benefit marketing professionals and 


corporate planners in a variety of firms, but particularly 
those: needno ioir implement multinati national marketing: 
strategie es. In orderfor participants to gain the 
maximum help from the day, numbers are limited to. 


15 on each. ' Cost £345.00 


o Frank kLynn & ASsOcatus Letied, 2 Queen &n nes Gate Bulldings. Dartmou ghz Sreet 
Eat xion BWI OBP Telephone (O171- 222 9055 F ax (071 "eer 129b 


> E Al 


(142. 66. 66 82 


RU iF i 


(——— 


-Frank Lynn. ! 
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X. UNIVERSITY DEGREE 


For Life, Academic & Work Experience 
Degrees tor peopie who want to be more effective and 
secure in their Jobs or Professions. 


Eam a BACHELOR'S MASTER'S o DOCTORATE Degree by 
CAE aL given. for your. jb. miary, company apria industrial courses, 
T aer whan taken No residency! qui 
See pan ve ER aie ne 
industry. We will assist you in completing your degree requirements 
wthou! formal classes or seminars at your own pace and time. 


Send detailed résumé on work life and academic experience for a no 
Cost evaluation. 











AMA PHA ARMPHAMAD MADRE BAD aT ONERE GA ANM SNA NOVA adimi aat, 


iu EL C M pn—————— 


~ LONDON CENTRE OF 
INTERNATIONAL RELATIONS 


A new venture by the University of Kent at Canterbury. Students 
can now take an MA in International Relations in either London or 
Canterbury. The London Centre offers: 


* Full-time and part-time (evening) study 

* eat a in September 1990 (September or January for part-time 

Students) 

i EPA also available for research. dcs to MPhil or PhD 
grees T 

* Courses on a Simei basis. , 

Contact: Hannah Eno, Program Coordinator, Loudon Centre of 

International Relations; 43 Harr i Gardens, London SW7 

4FU, UK. Telephone: 071-487 7401.- 


UNIVERSITY OF KENT 7 













and FRENCH, m p ‘CH or S 
in the ARDENNES à | 

The advantages of the «CERAN 66» lad 
with residential courses : g 

Intensive study (Minimum 38 lessons per week). 


Plus the constant practice of what you have learnt, every day - 
from 8 a.m. to 10 p.m., with teachers constantly aba at meal- 
times, breaks and in the evenings. : 


3. A total of 66 hours per week of full immersion in the language. 


Ceran is a top class school for leaders in business management 
and government. Our client since 1975 include Alcatel, AT & T, 
Canon, Deutsche Bank, Dow Corning, European Parliament, Ger- 
man Foreign Office, Honeywell, Lufthansa, McKinsey, Mercedes- 
Benz, NATO, Philips, SHAPE, Siemens, Toyota, Winterthur, etc. 


We also run holiday courses in French for. young ‘people (13-16). 


NF o 


CERAN 66 
Language courses for motivated people. 
CERAN ARDENNES 


l| 280. avenue dù Chateau - -4880 SPA 
BELGIUM - Tel. {+32} 87/87 71 64 


CERAN LANGUES PROVENCE 
. BP 27/280 
F-30130 PONT-SAINT-ESPRIT : 

FRANCE - Tel. {+ 33) 66 90 33 66 | Ls | Fax (4 3287/77 36 29 

- Fax (433) 66 90 33 60 CERANY Telex 49650 céran b 


in USA. : Languagency - - Tel, (203) 287-1698 - Fax e 248-5828 











MBA PROGRAM supervised by Faculty FAIRFAX UNIVERSITY home study 
based in England and the United States. degree programs. Entry at any time. 
Details of this and other programs: The Advanced credit given for prior leam- 
Research Bureau, Poydras Center,  ing/experience. No classes to attend. 
Suite 2304, 650 Poydras Street, New For catalogue/details, write: Fairfax. 
Orleans, LA 70130, USA. University, Dept EC, 2900 Energy 
ose Centre, New Orleans, LA 70163 USA. 




















BACHELOR, MASTER, DOCTORATE 
EARN À DEGREE. Use your past experiance as 










Taking the GMAT or GRE 


, exams? — credit toward your degree. No clashes, seminars 
l or on-campus attendance. Studies build upon 
We CAN help QUE E B -paced » Send Resume 


Write to: For No Cost Evaluation 


A» 889-2711 
Graduate Tutorials, GTAC Associates 2155 Louisiana N.E, 
FREEPOST, London W5 4BR i 


Tei: 081-993 3983 


BACHELORS * MASTERS * DOCTORATE + PLUS LAW 
Full credit for work & life expenence. No residency required. 
SEND RESUME FOR NO COST EVALUATION 
LA SALLE UNIVERSITY DEPARTMENT 6 
Mandeville. LA 70470-4000 USA 
4 Phone 504-624-8932 Fax 504-624-8931 








LIVE WITH TEACHER! 
Yes, learn the language of your choice in the 
country of your choice in your private 


teacher's home. 

HOME LANGUAGE INTERNATIONAL — 
Reservations Office, 3 High Street, St. Lawrence, 
Ramsgate, U.K. Tel: (0) 843 851116. 





| | onaforeign 
| language? 


~ With Audio Forum's intermediate 
and advanced materials, it's easy 
to maintain and sharpen your 
_ E foreign language skilis. 
, ‘BY... > Besides intermediate pp S 
A (| andadvenced audio- Ta 
TOTAL NATURAL IMMERSION E cassette courses ~ most devéloped for the : 


State Dept. ~ we offer wn mys 
dramas, d es recorded in Paris, gar 
| with French participants for 7 | music; and may te RA materials. ped 
E want to a. new language, we 
intensive ays i in the DORDOGNE dioe courses for adults and for children. 
E: We offer introductory and advanced materials 


xat háteau LAVALOUZE - Oii most of the world’s languages; French, Ger- 
E » ^ oo Roman Spanish, Halian, Japanese, Mandarin, 
EC J.L. Lefevre CIEL.BP.180 















d Greek, Russian, Portuguese, Korean, Norwegian, 
oi Swedish, Turkish, That, Urdu etc. etc. i 
E i Cal Hin -437 1647 for FREE 32pp Catalogue 


THE LANGUAGE M SOURCE 
Suite N1, 31 Kensington Church Street, 
London WB 4iL 








1. The intensive’ way. and in res d. Oei eai EHANA QA QAM RR OU e UR UR UR ir ipn 
immersion, This means living in | 

one of the most picturesque re- qiiia 
gions of France and really becom- | 

ing fluent. Also vacation and]. . 
learning. plan. Cultural pro- T. 
gramme in Paris. Winter pro- f 
gramme. on the French Riviera. 
State age, goal level and time. 
available. US transfer credits... 


The French and American Study - 
Center, BP 176, Lisieux. 14102. dopo Ww 
Cedex, France. Tel: 31. 31 Ld bd PUN E 
Fax: 31 31 22 21. EN 










i era an ps sounami io b agencies; "eredit pri 
o» : search, education nd vig. 









RL ton 7 
i Fari + 4071436201 
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= Luxury Apartments 
| Kensington London W8 


4 days to 4 weeks 
Fully e guped Sr serviced flats 
ming visitors to London | 





ff: Sarah Hodge Recruitment Cons tants 
| Need a Top Secretary? 


Call (071) 434-0030 
| 215- 217 Oxford 3t London WIR TAH. 





‘CONSULTING, 
A BUSINESS 
` OPPORTUNITY 
IN ITALY 


{o A siall high quality and fine image Italian 

Training and Consulting Company would 

| be willing to collaborate with you, if you 
“| were interested in ohoh t) partner. 
ihip ora branch af in Healy. | 


“KNIGHTSBRIDGE 
GREEN HOTEL 


A smali family owned hotel in Knights- 


| and refurhished to a high standard. 
. incl VAT & SC. 


in the heart of bi oat —Egon 
PM i 





SWITZERLAND 


Sale to foreigners authorized 
Lake Geneva 
1 & Mountain resorts | 
M You can own a quality APARTMENT/CHALET in 
MONTREUX, VILLARS. LES DIABLERETS, LEYSIN, WI 
GSTAAD Valley, CRANS-MONTANA, VERRIER, etc. from 
E SFR. 2007000 — 60% credit at ~ 74% 


82. "ue ein Ue le CH-1202 GENEVA 
-REVAC S.A. * 227 34 US —' Fax 734 32 20 


r~ SALE 


Luxury 5 Star Swiss Hotels | 






Lausanne, Lucerne, Crans 


SAMI Financial, 
r. Etraz 10, 
1003 Lausanne, 
Switzerland 

Fa ax: 4 -24-202370 


FULLY SERVICED 
APARTMENTS. 


£200-£600 per week 


1,2 or3 room apartments. 


[*"Self-contained, fully equipped kitchens and bathrooms. 
| Direct telephone, colour TV. Exclusive Health Club and 
|  garaging facilities available. 


. NGH APARTMENTS LTD 
_ Tel: 071-589 1105 
Fax: 071-589 9433 


— nw 
INVESTMENT OPPORTU: 


292 ACRES FREEHOLD WITH 8000 HEAD - 
FEEDLOT LICENCE 


Two Hours by road from international airport, Brisbane, with two abattoirs 
within 25km, one hour by road from largest cattle selling centre in Australia 
and only 15 minutes by bitumen road from a city on the Darling Downs. 
Large irrigation supply for feediots and crops which have won many 
< awards. Country consists of river flats ranging to lightly timbered undulat- 
> ing country where feediots are sited. Large gracious homestead, with six 
bedrooms and three bathrooms and two other houses. : 





























* . For sale or lease. Contact Ross Reynolds, MIS 162 Warwick 4370 Australia. 
| Fel: int +6176 679157. Fax: +61 76 679110. 
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bridge which has been totally remodelled 







| Suites £105, Doubles £90, Singles £75 | 






"A comfortable; .spotiessly kept little hotel 












HOW TO LEGALLY OF 
SECOND FOREIGN | 


A SECOND. PASSPORT OFFE! 
MORE FREEDOM. GREATER SECUF 







DIPLOMAT 
HOTEL 




































e BELGRAVIA AND CAN FELE TO SAVE TOES 
LONDON SW1X 8DT. Fe AN ASSORT ATTON 






the most up-to-date guide on € 

| easty, quickly and often cheaply M 

| a on 
foo) 3 e ome in detail, 
Moi ! back guarantee if not completely 


E £60 (US$100) + delive „Airmail £ 
| (US$20) extra or surface free . Or detai 
fom Scope Books Ltd, Box No 118, | 

1 co Homdean, Hants F POB 94 


Tel: 071-235 1544 © 
Telex: 926679 DIPLM 16 
Fax: 071-259 6153 


in exclusive Belgravia within walking distance. 
_ Of Harrods. Provides unsurpassed apportuni- 
-Ey for super accommodation and full "English 
| breakfast at exceptional value, 
Single bedroom from £54.95 + VAT 
Double/Twin from £79.95 + VAT 


A LINBAR EXCLUSIVE HOTEL 


IMMIGRATION—CANADA 


One of Canada's largest investment houses offers bank or first. mortgage. gua al 
investments in the investori immigrant Program. | 


We are leaders in the field of Investori mmigration in Canada. Confidentiality i is assured 


I Lévesque Beaubien Geoftrion Inc. 
| C/O Mr Louis-Leblane or Mr Stan Siscoe, 1155 Metcalfe, Montreal, Canada H3B 4 
Telephone 514/679-5576 Fax 514/879-" 8t 
514/879 3652 | TERM 















































ANDORRA Vw 
BUY DIRECT FROM evga 
Andorra- the true tax haven in the Pyren ees 
Full sales, management, a nd renta Service, 


CISA ANDORRAN PROPERTIES 
12, Kings cues. Road, bale Middx HA4 8BH. Tel (0895) 621607 ; 













MC LL 


Hawaii Land Offering 


THE HAMAKUA AUCTION 


August 16, l 990 




















28 Properties Offered 
„Fee Land — Island of Hawaii 











Some of the P o tes included in the Auction: 
| 875 Acres — $5,100/Acre - 
— Asking$4,500,000 — .* 


6,000 Square: Foot House. with Tennis Court 
and Pool on 14.4 Acres 
Asking. $2 ,500,000 


960 Acres with Te" "an Frontage and 2,640 Ades | 
Overlooking the Wa aipio Valley ; and a 1,000 Foot Waterfall : 
Asking $1 7,000,000 and $30,000, 000 




















For a Free Auction Catalogue, Call. | 
1-800-535-6669 United States 
1-808-528-7444 International 
1-808-523-8098 Fax 








Hamakua Auction — Hawaii Broker 


Some Properties Available far Prior Sale 
Yok iff 





Probibited By Law 





HERRERA MM ERR 













THE EUROASIA PACIFIC CORPORATION 


EMi NG EXPORT. IMPORT, 
NVESTMENTS ^ 


BETWEEN EUROPE ANDIMEFAREABT © 


EL * oc ue * * * 


= Contact: M. SEE or S. PAYNE —- 
‘StAlphage House . Tel: 071-638 2019 


2 Fore Street 
London Ec2y SDA, Great Britain , 


AS IMMIGRATION : 


| Obtain us mig rough p 
secured and 





Perfect for business or leisure 


SERVICED APARTMENTS 
26/71, 7 Collingham Gardens ` 

5 0HN TEL. 01-895 114. 

Fax: id 9693 





MANAGING COMPANY 


OF REAL STATE 
INVESTMENTS - 
IN SPAIN 
* Perfect knowledge of the | 
market 
Technical, 
legal professionals 


Offices in the major cities 
of Spain | 


Register of. projects. and. a 


- offers 


'" Own group ofi investors. 


* Prestige 
solvency. o. — 


= OMe T E] 


Pamplona (Navarra) - 
Address: : 


Tudela N No 20, 7th hoor i ; | 












Fax: 071-256 6930 | 














Telex: 918595 i 


financial and | . GUERNS 
| IRELAND NON-RES 
i -ISLE OF MAN 


and. Seog 1 


. TEL: 1 800 2834444 | 
Noe 


Use your assets to 


IMMIGRATE TO USA 


| Ask for our free brochure. We offer co- 
ordinated visa, real estate and tax advisory 
Services by licensed professionals. 


SWISS CONSULTANT 


GROUP USA) INC 
Fax: +1813 254 0013 (USA) or 
Fax: +41 1 910 0814 (Switzerland) 





p" LONDON s » 


ace € apartments atiering best value t 
teal savings com- 


oe ares Y to pena Fuliy Servioad pd private bathroom, 
H TY, telephone, central beating, elevator. a 


‘Centrally lacated irr Kensington area. 





: purchase oi p. gro London SWT «b. UK 
"a HANDLED” Ga Á im an " E aa E | WILLETT HOTEL 
| LUXURY SERVICE APARTMENTS London SW1W 8DJ. 
| CENTRAL LONDON wre erienae 
| Weil sited for theatres, business and late night Telex: 926678 


shopping. individually furnished studio and 
one bedroom apartments for rental from £220 


to £550 per week, Minimum stay one month. 


"HANDWRITING NG ANALYSIS 


| Suspect. Documents: Examiner of | 


ee Forge Ano DE writing. 
A 


| - Personnel/Character Assessment. 


P. Lavell 
9 Village Clase 
London NW3 5AH 


| Eee Fax: 071-267 4201 


Fully joel luxury one and two bed 
apartments. . 


Quiet tree lined street close to vig 


restaurants and tube station. 


| security, 

| Min one week, £336 to £805 pw. Full 
| info. Tel: 071-225 0184. Fax: 071-225 
i 0280. Telex: 893095, 


AXI cd 
COMPANIES 


T. LIBERIA 


FULL NOMINEE, MANAGEMENT, 
ACCOUNTING AND ADMIN 
SERVICES AVAILABLE 


"a 





DISCUSSION AND BROCHURE CALL 
SERES, COLIN FOSTER 

OVERSEAS COMPANY 

REGISTRATION AGENTS LTD. 

COMPANIES HOUSE 
TOWER STREET 
| RAMSEY 
ISLE OF MAN 

OLL FREE iF 
USA). 





Er 815544, ex ie Hh 





 Teurist Board Approved w 
Nn ro 


interCom—List your commodity and/or 
subsctibe to monthly news exchange of 
global offerings/buy or sell. Contact 
GEOS, 4401-A Connecticut Avenue, 
NW, Suite 134, Washington, DC 
20008. Fax: USA (202) 544-0719. 





START .YOUR OWN EXPORT/ 


IMPORT AGENCY. No risk, recession- 
proof business. We show you how. 
Personal sabes Established 1946, 12 

ordwide. Free information 
pack: Wade World Trade Ltd, Dept 
2C24A, Wade House, Queen Street, 
Swindon. Tel: 0793 613161. Fax: 0793 
619527. 














Small character town eve off Sloane | 
Square. All modem facilities. Full English 
breakfast inclusive of very modest rates. 

A LINBAR EXCLUSIVE MOTEL 







Producing under hcence is a cost effec- 
tive, profitable way of adding to or replac- 
ing product lines always to be taken into | 
considerahon. For internahonal search 

i services contact: 
Advisers sprl. Av de Ripont 5c, 1330 
Rixensart, Belgium. Fax (32) 2 652 0661. 


CUT YOUR OFFICE COST 
IN FRANKFURT 
(WEST GERMANY) 
Take a furnished, self-contained ser- 
vice office in Mörfelden, near Frank- 


furt. Fully equipped office, telefax, 
phone, EDP facilities. Please contact: 
Alpha W & T GmbH 
Prone: 49 6105 24085 
» Fax: 49 6105 2930 


THE PARKES 


| HOTEL ROOMS (from) 
SLEEPS 2 

| SUITES (from) 

| SLEEPS 4 

| INCLUSIVE OF; 

* Sumptuous Een pet. 

. breakfast. 

| * Colour TV radio - 

 * Direct dial Menon 

x debet nl Atea/coff ef 
* Hospitality tra coffe 
chocolate & bl cus 

* Complimentary newspapers 

* Luxury kitchenette in each suite 

* Luxurious appointed bathrooms 

* 

: | 

* 












Guest lounge 

ironing centre/trouser press . 

Room safe 

41-43 Beaufort Gardens 
London SW3 PW 

Tel: 071-581 9944 . Fax: 071-225 3447 

Telex: 268235 P a 












£85.00 + VAT |. 


ends TRANSLATION BUREAU: Dgourhents: 
£144.50 + VAT | | 


1 Deiren} have. 





NEW HOUSE TO LET, fully furnishe hé i; 
one mile London City airport, car park- 
ing, £150 a week. Tel: 071-548 6111. 





BIRTHDAY DUE? Give someone an 
original newspaper dated the very day 
they were born. £16. Tel: 0492 531195/ 
531303. 





2ND  PASSPORT/DR. LICENCES. 
Special reports. Any country. INI, 26 
Kleomenu Athens 10675 Greece. Fax 
7219080. 





US IMMIGRATION ...NOW! Free 
details: Shehayed, PO Box 200346, 
Brooklyn, NY 11220-0001, USA. 





IRAQ TRADE SPECIALIST. intema- 
tional Trade Attorney Michele Forzley, 
Esq. Tel: 212-943-0270. Fax: 21 iin 
8265. 





150 UP-TO-DATE TRADE “LEAI 
800 page "Henley's Formulas" $35 + 
$2 post. Burke Assoc, Box 248, Man- 
wd d MA Muss USA.. 





YOUR OFFICE IN LONDON. You stay 
there-—we work here. Efficient busi- 
ness services. The Secretarial House, 
67 Brim Hill, London N2 OHA. Tel: 081- 
458 0345. Fax: 081-458 0121. Telex: 
927935 DSILAWG. 





BOOKBINDING: Craft trained. Restor- 
ation. Conservation. Preserving. Cloth 
case bindings renewed: Favourites, de 
luxe bound in full or half leather. Edges 
gilded. Contact. Magoo, 081-452 8943. 





OVERSEAS POSITIONS. Hundreds of 
top-paying positions. All occupations. 
Free details. Overseas Employment 
Services, Dept EC, PO Box 460, Town 
of Mt Royali, Quebec, Canada H3P 


307. 





 PSYCHOMETRIC TESTING. An 


sential too! for team ‘building: anc 
pointment of executive and key person- 
nel. Quick, confidential — service. 
Telephone Susan Hamilton on 071-491 
B9BB. — 





from/into — English/Germar/Spanish/. 
Russian. Confidentiai, fast and reliable. 
Presentable interpreter also available 
for assignments. Reasonable rates. 
Postfach 5, D2243 Albersdort, West 
Germany. Tel: 49+ 4835-288. Fax: 


49-4 4835-338. 








: Debrett 


May we "race — your ‘ancestors? 
E ^ ancestry ae thou: 


















| sands of famili 
: van ordi: 5i 




























| OUTPUT, DEMAND AND J JOBS , dera s industrial production fell 0.496 between March ahd 
| April; its 12-month growth rate was just 0.1%. Britain's retail sales rose by 2.496 in the year to 
April, as Consumers continued to flock to the shops. Australia's unemployment rate increased to 
| 6296 in April, unchanged from April 1989. But Sweden's April jobless rate was 1.1%, compared 

With 15% s year earlier. og s rate remained at 15.8% for the third consecutive month——down 


COMMODITY 
Russia sold 550,000 ou 
of platinum to the Wes 
year, the most for 12 years. This-helped c 
the West's supply deficit to just 90,000 
| eunces—down from: 400,000 ounces in 
1988, according to a report by Johnson 
pid Prices were flat last year, averag- 
ing $509 an ounce. This discouraged Japa- 
hese speculators: Japanese consumption . 
fell by 12% to 1.67m ounces-—still. around T 
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— 17 m +20 240 FAI. WT pe 72 « 78 half of total demand. South African pi prod 
+07 m +43 +37% AA 11 ok 94 w — 100 | fion, which already accounts for abou 
* 37 we +37 +390 4103 4 6!»w  — 733a 78 of non-communist-world output, wil 




















L16 m $91 +390 *102 t 81 we 54m 82 | upto 1m ounces by 1995. Most of this 
+18 280 + 78 — 7.1 Deeg" 10.8 ra* 10.6 absorber by soaring ‘demand for: 































2 € TIL - a haust catal ysts, which in 1989 accounted for 
3 2 ous ee ae E a record 1 Am ounces of platinum. 
! nil — 19 nbi 0.6 va” . 
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Allitems — 1817 . 190-7 t 11 -—115 











Pt "T WAGES America's 12-month rate of wholesale-price inflation slowed for the third 




















— Moti memet rt erret rime ettet Mer Nerone tie en a 


| Food — 1052. 1044. — 03 -— 97 
consecutive month in April, to 3.2%. Also in the year to April, Britain's consumer-price inflation rose TG | 158.1 1569 - + 20 ~126 ] 
to 9.496, the highest rate for eight years; its wholesale prices climbed by 6.196 during the same | — Nati. —w 36 Wi 25 4 is 
period, the highest year-on-year rise since December 1982. West Germany's wholesale prices rose CMouis 1083 1659 1.17 -213 
by 1.4% in the year to April; Sweden's climbed 4.4% in the 12 months to March. mama 
% change at annual rate => 5858— | All items. 301.1 997 14. 7135 

consumer prices* — — | wholesale prices" l wages/earningst Food 80.7 797  — 28 -—118 
3mthst —  year- 3 mthst 1 year 3mthst — — A year industrials = 
Australia pa 70 F pr ram Je T = Fi aaa Ail 121.4 119.8 — 05 —1486 
70 85 re + 49 7290€ +91 + 62 No ano a Ed 
Belgium 435 +32 ww 1.28. 922» — 718. t 68a — | -ER ... 1102. 101. M 39 
Canada 4 88 +53 wa *23 02 w + 51 + 51 n „Metals 1202 — 1268  — 08 -2331 
France +28 +34 Ww Ue ee. abi - ae cee ate 
W. Germany +40 +23 ax + 0.7 + 14 ap + 49 + 6.0 Mr — food MEC NE Cu CT d 
Holland * 26 + 21 ap — 28 —- 02:  -— + 27 +15 We ger 
italy + 7.0 + 5B a + 60 + 54 bec + 65 + 6.9 D«* 3 y" M "nm 
4 0.9 + 3.5 ww + 1.8 + 3.9 we +10.2 + 3.9 re aS RASC ta e UM Heim 
Nia 11 1108 — 1106 +08 + 2. 
Span — A * 70 iw LED ul49W 11:165... (59. — [| foc s TC 89 y 14274 . wil —24 "n 
Sweden +20.5 +11.2 Ws +77 + 44 Mar 4 84 Lom | jac. Up eru sebum 
Switzerland t 50 + 46 aw + 17 + 204 157 +36 o't — | speroz ^ 38950 36775 = 17 — 17 
UK +11.6 * 94 Aap 474 + 61 +10.4 + 95 m Crude oil North Sea Brent Soy eae 
USA + 7,1 + 52 me + 46 + 3.2 ape + 54 +36 sy | $ per barrel 1693 1793 +70 — 52 


fy wage rates in manut except Australia, weekly earnings; Japan, and Switzerland, mon earnings; Belgium, Canada, Sweden and USA, 
; UK, monthly eamings for employees. 1988. s xni 


$ Provisional i$ Non-food agriculturals 
"BUSINESS CONFIDENCE Dun & Brad- : 

street's latest survey of sales expectations 

| (worldwide, but excluding Japan) suggests 

that businessmen are becoming more cheer- 

_ ful. A net balance (optimists less pessimists) 

'.. 0f.47% of those surveyed expected sales to 

siner se in the second quarter of 1990—the 

first-time in a year confidence has risen. 

. Britain's fickle businessmen now appear 

- much less gloomy about sales prospects. In 

... the first quarter of 1990 more thought sales 

- would fall than rise; now a net 28% of them 

- believe sales will increase. Business confi- 

dence in Australia has taken the biggest 

_ plunge. In the second quarter a net 14% of 

_ businessmen believed sales will rise, from a 

. Net 28% the previous quarter, This suggests 

: that the government's grrinteresaie poli- 

Cy may be working. 


Footnotes applicable = tables. Ail figures seasonally adjusted except 
HE ECONOMIST MAY 191990 gu Xu us pro uU (42; 


















* not seas. adj. t Average of latest 3 months compared with avg. of previous 3 mos, at annual rate. na not av ji abl 








E EXP : | | WORLD BOURSES. | "Diminishing fe tears of higher in interest rates ited Wall Street 3. 3*6, 1 to a new all- 
F America. reclaimed its. position, rom West time high. London followed with its biggest one-day gain since July 1989 and finished 1.496 up 
Germany, as the world's biggest exporter. | despite gloomy economic news. Frankfurt lost 3.296 and Paris 1.096. 




















. Thanks to the cheaper dollar, American | Stock price indices | % Change on 
2 expertarg; Share of total non-oil merchandise May 15 __ 190 one — one record 31/12/89 
|]. exports May 14 high low week year high TY n LE 
T T 6% in. 1987, ‘but still peri below their Australia — 15078 — 17197 14945 - 521 2 45 CB 246 ^u» 
; 16% share in 1981. This was mainly at the | Belgum ^ 61662 65994 55682 ^ 4 13 1 198  -— 84 ^-— 48 ^ -— 08 
expense of the Japanese, whose share has Canada ^ 35054 400905 33942 4 20 — 42 —148 ^  —117 -1344 ^ 
: fallen: from. 11.796. in 1986 to 10.3% last France 5222 € 5576 4829 -— 10 +15  -—17  -— O03 438 . 
year, Canadian exporters have also been | W.Germany 22645 — 24140 — 21515 — — 32 — * 354 — — 62. 4 34 — * 62 — 
| losing ground since. the. mid- 1980s: vet Holland 196.1 2063 18420 +10 + 53 ~688 ~33  -01 . 
2 | d Hongkong 29651 3 POLT aa E NR LEM T TA a a 
itay 7098 713.1 64697 +1414 +178  -218 +32 +83 . 
Japan 319970 387129 2800231 +33  - 57 -178 -178  -219 . 
Singapore 1530.9 16071 14790 +10 — «4 14  - 47 +33 +62 
South Africa — 29350 3211.0 27940 +03 +18} -86 +52 BOT 
| Spain —— 2857" 302.9 248.2 424 - 60 -B1  -—37 21 . 
ising -economies—South Korea, Taiwan, | Sweden 12205 13179 11272 4 42 + 65  -11  -— 338  -— 04 . 
hargana: s and a tripled | Switzerland  777.9° 787.2 7876 +31 +159  - 62 +23 P28 





Morgan Suniey Capa ‘international TConverted aid ai financial rie rate 





MONEY AND INTEREST RATES Growth i in Australia’ s broad money supply eased to 19. 3% i in ‘the 
12 months to March—still the fastest rate in the table. Its narrow measure of money fell by 0.1%. 
Long-term government-bond yields eased i in, America, Japan, Britain, France and Canada. 


Money supply} Interest rates % p.a. (Tuesday, except bonds which Lnd aides Friday) 
% rise on year ago Money market Commercial banks Bond yields. — t 





meet m Mi ni—áÀ M Pet T M ÓÀÀ——— T ——— E (Ia aa 


Narrow Broad Overnight 3 months Prime — Govt Corporate D Bonds 





Mi lending 3months — long-term 
Australia — 0i +199 w 1495 1506 1875 1506 1364 i4 A wm um 
Belgium +55 +94 o 10.00 — 9.95 1325 970 10.00 1005 9.94 989 
Canada +03 — 4110 1363 1365 1475 1365 1088 1163 1325 1234 
France +63 +67 wn 1005 — 931 1050 981 965 1021 981 987 
W.Germany+ 21 + 43 w 7.90 8.30 1050 755 885 885 813 903 
Holland + 47 +140 ro — 8.25 848 1075 848 897  — 950 844 927 
italy +98 +98 re — 1238 1288 1400 na 1209 1215 1238 1212 - 
Japan +11 +116 w 659 686 713 363 690 736 725 688- 
Spain +16.5 +86 w« 1464 1513 1625 725 1296 1312 1437 1407 
Sweden na +96 re 1225 13.15 1550 1210 1382 1481 1263 1397 
Switzerland — 7.1 + 41 ro 863 881 1075 806 666'* 748°" 881 713. 
UK * 63 4175 w 1425 1519 1600 1516 1171 1363 1516 1364 
USA +24 +28 w 83! 819 1000 828 864 98 831 931 


E ——————————————— (ER ER 


Other key rates in London 3-mth Treasury Bills 14.5%, 7-day interbank 15.0%, clearing banks’ 7-day notice 4.0%. Eurodc ^ 
rates (Libor): 3 mths 8.4%, 6 mths 8.5%. 
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(Mi oe Do hie i Belgium, Holland, italy and Sweden M2, Japan M2 plus CDs, Pug diede Nearer et UK M4. Deleon of ino ieee 
quoted available on request. Sources: Banco Bilbao Vizcaya, Chase Manhattan, Banque de Commerce (Belgium), Credit Lyonnais, Credit Lyonnais Bank 
Nederfand, Svenska Handelsbanken, Westpac Banking Corp, CSFB, The WEFA Group, These rates cannot be construed as offers by these banks, * "Last week's 








TRADE, EXCHANGE RATES AND (D RESERVES in: trade-weighted. terms the yen rose 4.4% this week, to its highest level for nearly two months; the 
dollar lost 1.2%, while the D-mark fell 0.3%. The Swiss franc gained 2.496. Japan's foreign-exchange reserves-fell by $6.9 billion in March, to $73.5 
billion, a fall of 25% on the year. In contrast, America’ s reserves rose by $2.1 billion to $65.2 billion 68% up.on a year ago. 








currency units per $ | Currency units itii died 


Mar year ago 








arts fob. Al others cil/fob. FE Bank of England index 1985 = 100, Reserve Bank of Australi index 1985 — 100, New series. ETS “Feb 
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For every hour's flying time, 
Lufthansa puts in 
22 technician hours. 


Y [TT 


Running an airline is a job 
which, for the most part, takes 
place behind the scenes. At 
Lufthansa, for example, we 
invest 22 technician hours in 
maintenance for every hour of 
flying time. 

That's considerably more 
than demanded by the statu- 
tory manufacturers' require- 
ments. Our servicing and 
repair work is carried out to 





the highest standards of qua- 
lity, which, in turn, are subject 
to checks by independent, 
government technicians.This 
attention to detail also ex- 
tends to the quality of per- 
sonal service you can expect. 
On the ground and in the air. 
State-of-the-art technology, 
perfect organization, per- 
sonal commitment: that's our 
promise. 


©) Lufthansa 





Joe Matsau is making life easier 
for the villagers of Lesotho 
























" mot profit. In the mountainous kingdom of Lesotho, generations 
villagers have had to live off the landscape for fuel to cook and heat 
their homes. | | 
Joe Matsau of the Lesotho Electrical Company has a promising 
alternative. He 1s directing a long-term rural e lectrification MR 
which will make his country energy self- sufficient. E ; 
a ^. t . t Hydro-electric power is the key, with transmission lines reaching | 
Lt) O up to over 2,000 meters into the “Kingdom of the Sky", as it is - 
known locally. 
Village by village, Lesotho i is switching dependency. 


Bl 1 f | do Í r ] from the earth's fragile : resources to the fruits of man's 


ingenuity. 





“We still have a long way to go”, says Mr. Matsau, “but the - 
- 2) programme would never have seen the light of day without ABB's- 


* help - not just their technology, but their skillin n identifying crucial dd 





and loan sources for us." | | 
"The world is changing fast. ABB; is hel ping v us ie even faster 
to catch up.” | | s 
ABB is a leader in electrical inia committed tothe ~ 
development of new and better ways of generating powét, getting it to E 


where it is needed, and using it efficiently. 


ASEA BROWN BOVERI 





For Those Wno Will not 


settle for second best, there 


is only one name. 


Twenty years ago, 






The ultra-thin Roval Oak for Ladies and Men and the Royai Oak Perpetual Cale 


d4 P i |J \ | , , i j » a , 
mechanically pri grammed until the vear < 


Audemars Piguet created a 
watch so unique that it has 
been admired and envied the 
world over: the Royal Oak. 


Today, the Royal Oak A 


remains unchallenged. i | 
And so it will be in the Audemars P iguet 


years tO come. 


Service Gentn : BANGKOK: In lel. 253.03.60. HONG- KONG: Desco (HK) Ltd., Tel. 3-691221 
JAKARTA: Pantja Nic el |, KUALA LUMPUR: varoyal (Pte) Ltd., Tel. 232 |. SEOUL: san Trading C: 
7.38 t1- 3 SINGAPORE: val (f 337.93 6: TAIPEI: vars Pique t Shown ten Tel 70196 39 


TOKYO: | Japan Ltd T 56; 1 ! SYDNEY: | anenai Pha Tl 284-7822. 


REFUELLING THE YEN — -mexinacb 
KASHMIR'S KILLING “mt 
GROWTH v POVERTY e, natai 
EE d doa ché: AWAITING AN ALTERNATIVE ater pages: 


MGE sess haan ae - NT «Ba a À SUTVEY Of Italy 
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The road to^ — x 
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«IT WAS A MOMENT OUT OF A DREAM. WHEN THE STEP OF A MAN TRANSFORMED 
THE HISTORY OF MANKIND. OMEGA. FOR ALL OUR SIGNIFICANT MOMENTS». 





OMEGA. The watch that records the world's signilicant moments. 
At the Olympic Games. In outer space. And exclusively lor vou. 


Here is the Omega Speedmaster Professional in stainless steel. 


©) 
OMEGA 


"Mtis d 
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| WORLD POLITICS AND CURRENT AFFAIRS 





AMERICAN SURVEY 

35 Gas, not oil, for America | 

| 36. A petrol tax for California? 
37 Shuttles forsale — .— 
23M Budget pemsgimound 





48 Indoor meles seling E 
43 "Mayor Bradley and: ne visitor - 
44 Lexington: Dan Qua id s awkward kb 


INTERNATIONAL 

45: Palestine goes bang 

pr The echo in Jordan 
46 T Y; A Ar Arabs eastern flank | 






gary's new enoii - 
t e Eurobuzz about Frans Andriessen 


 ANPALY . TON 
58 Awaiting an alternative. A survey 
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| 59 This week’ 


> 61 The options for a EE trains 
£ 62 Labour's latest policy review 
“62 The trouble with government statistics 
| 63.How Scottish steel could outlive Ravenscraig 
764. What's behind the gardening festivals - 
ehot: Labour's fatre test 






dg Output, jobs, príces, commodities, bourses 
‘terest rates, trade, currencies, vind a closer Jook 


"use for ston bt , defending Harkness, 
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BUSINESS, FINANCE AND SCIENCE © 
SOUTH AFRICA'S ECONOMY 


19 Sharing out the cake 


67 BUSINESS THIS WEEK 


BUSINESS 


6 Boycotting corporate America 


10 Procter & Gamble's oc oH 


10 Thereincarnation of New Coke... . 
71 Economics focus: German economic union 


72 Hongkong as a business address 
43 Computer pornography 
13 Renault's subsidies 


. 14 GEC's poison pill. " 
. 80. DEVELOPMENT BRIEF: Measuring p poverty 


FINANCE 


-.. 83 Europe's banks reach for an uncertain future | 
:84 County NatWest and BZW in America 
85 Market focus: Japanese shares — 
. 86 Outhwaite names count the cost’ ~~ 


86 Chicago futures go Globex 


91 Towards a pan-European stockmarket 
932 Reorganising the Bank of Japan | 


SCIENCE AND TECHNOLOGY | 
3 Modelling the greenhouse - | 
Rainforest revisionism — — 


93 
s 94 Alternatives to embryo testing | 


6 Walking made easier 


ECONOMIC AND FINANCIAL INDICAT: 








at households, commodity i ices and market 


2 capitalisation. 


 BOOKSANDARTS | 
97 The good old days at JP Morgan 
98 Behind the Red Brigades 





! 98 The state of English 
99 A Franco-Italian revival at Cannes 


99 One Russian’s homage to the Romanovs 


100 Was Corneille also Molière? 
100 In search of. glamour 


LETTERS — 





. goslavia, Channel tunnel, Taiwan, Cray's c 
Japanese drug exports, orocco’s royal- 


Of Canada - 


dE page 13. Murders that set t 


El On guns and cigarettes, Putin platitudes, Yu- 











| Road to Megiddo 


Hatred and frustration could 
| bring the next Middle East war 












Arab world alight, page # 
Jordan flares too, page 46 
Iraq and Iran mumble pea 
same page. 


Yenrefuelled 
| Japan needs tighter money, 
 pagel4.Sunnyperiods, - 
scattered showers for the Tok yc 
stockmarket, page 85. Shake-w 
for the Bank of Japan, page 92. 



















Kashmir's killing _ 
Peace prominent among the 
victims, page 25. Teng 











Growth v poverty ^ 


| ire block third ; 




















rainforests, page 94. 


In the Soviet D 
Dearer bread, page 53. Russ 
new parties, page 54. — 


After apartheid 
How to help de Klerk and — 
Mandela get there, page 17. H 
blacks can get their share of 
wealth, pages 19-21. 




















ipt carried from 


What kind of sick society have 
nericans created, or allowed to 
ppen, that makes apparently 
nal people adopt attitudes 
| Hobbes would regard as 
e-social? If Americans really 
to understand why they are 
i outgunned (metaphori- 
speaking) by Japan and Eu- 
they need not look much 
her than the crazily violent 
divided society that Amer- 
à is in the late twentieth 
ndon 

















ALAN Day 


Gir—I'll take California's tax- 
d-spending package on smok- 
g (May 12th) any time over the 
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disgusting lack of smoking re- 
strictions in Britain. 

Arriving exhausted at 
Heathrow, one is instantly sur- 
rounded by smoke. To retrieve 
one's luggage from the carousel, 
it is necessary to push past wav- 
ing cigarette ends. 

This situation is repeated in 


stores and post-office lines. Res- 


taurants very rarely have no- 


smoking sections. Only the un- 


derground is smoke-free, and 
this only because of a disastrous 
fire. What does it take? Does 
Terminal Four have to burn 
down before something is done? 
San Jose, 

California MARJORIE MCCARTHY 
PEE E BEES AAA EREN AEEA E EEO ELEA, 


Testing business 
Sir—You quote Sir Denys Hen- 


derson (“Reshaping ici", April 
28th) as saying that "ownership 


. of a given business can be justi- 


fied only if it is capable of growth 
and is in some way better off 
within the group than on its 
own." You comment that "such 
thoughts are business 
platitudes.” "m 

We do not believe these 


- thoughts are business platitudes. 


Sir Denys supports the "better- 


off’ test. This criterion is. ad- 


vanced by Harvard Business 
School’s leading strategist, Pro- 
fessor Michael Porter. He identi- 
fies three cests for diversification 
(Harvard Business Review, May- 


June 1987)—the attractiveness 


test, the cost-ofentry test and 


the better-off test. All three need. 


to be met before a company 
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units should be sold if they d 
not pass the better-off test. 


We would like to suggest that — 


the better-off test is not demand- 


ing enough. The rationale for- 


keeping a business in a portfolio. 


should be that it will perform - 
better under its existing parent - 


company than it would, not only 
as an independent company, but 
also under any other parent 
company. If this condition is not 
met, then a new parent is likely 
to be prepared to pay more for 
the business than it was worth to 
the previous parent company— 
thus creating value for both sets 
of shareholders. | 
The criteria used by a com- 
pany to decide whether a busi- 
ness should remain part of its 
portfolio are vital management 
choices. They are not platitudes. 


ANDREW CAMPBELL. 


MICHAEL GOOLD 

Ashridge Strategic 

London Management Centre 
eRe eee A LESE TS | 


Yugoslavia 


Stk — Your 
Kosovo (April 28th) was busier 
counting vehicles than seeing 
the essence of the problem. Al- 
banians in Yugoslavia have 
never been deprived of any posi- 
tion in the federal administra- 
tion. Not satisfied with schools, 
a university, an academy of sci- 
ences, radio, television and 
newspapers in their own lan- 
guage, they wanted more: an eth- 
nically pure Kosovo, without 
any Serbs or Montenegrins (read 
Christians). 

It is true that today Albanians 
make up 90% of Kosovo's popu- 
lation. Just. before the second 
world war the population split 
was 5096 Serbs and Montene- 
grins and 5096 Albanians. Fas- 


‘cist Albanian forces killed non- 
Albanians and forced them to - 


escape from Kosovo. After the 
war, the Yugoslav Communist 
government forbade the Serbs 
to return to their homes in 
Kosovo. But refugees from Alba- 


nia, who crossed the otherwise 


heavily guarded border with all 


their families and cattle, were al- 


- lowed to settle down in Kosovo. 


In addition to this, the Alba- 


nian population has the highest. 
birth-rate in Europe (32 per 


1,000 —three times greater than 


the Yugoslav average), backed 
by Islamic preaching and expan- 
sionist dreams. The enormous 
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ave vo 


nt confronted this ter 
rorism and illegal expulsion of 
non-Albanians from their — 
homes, few foreign correspon . 
dents learnt and reported all the 
facts. Mr Adem Demaqi cannot 
be compared to Mr Nelson 
Mandela, since he belongs to a 
people that has never been de- 
prived of its basic rights. 

Geneva S.V. DgAGOVIC | 





SiR— You call the leader of the 
Croatian Democratic Union, 
Mr Tudjman, a strongman and 
compare him to Mr Slobodan- 
Milosevic, the hard-line Com- 
munist president of Serbia. This 
is unfair. Mr Tudjman seeks a 
democratic Croatia and uses 
democratic means to achieve it. 
Both the pre-war monarcho-fas- 


cist regime under the Serbians 


well as the postwar Commur 
tyranny brought only misery to 
Croatia, and Mr Tudjman wants 
to change that. He has always 
recognised the legitimate rights 
of Serbs living in Croatia to be 
equal but not superior to other 
citizens' rights, as was quite of- 


ten the case in the past. 


Mr. Milosevic, on the other 
hand, is an orthodox Commu- 
nist who achieved his position as - 
president of Serbia through 
rigged elections. He took away 
the autonomy and civil rights of 
ethnic Albanians in the prov- 
ince of Kosovo where they are a 
90% majority. To pacify this re- 
gion, he established a state of 
emergency and sent in his special 
police to kill and maim. Over 50 
Albanian civilians died, many of 
them children. He now wants to. 
repopulate Kosovo with Sc ^ — 
by creating separate Serb 
schools, factories and apartment 


blocks—a new apartheid in Eu- 


rope. To compare Mr Tudjman 
to a neo-Stalinist dictator like 
Mr Milosevic is ludicrous. 
Pacific Grove, | 
California . ZELJKO URBAN 
; ^ : M" : m 


Sky-rocketing Chunnel — 


Six—You point out that Euro- 
tunnel's revenue forecasts were 
optimistic and that we are rely- 
| forecasts that are five 
years old (April. 28th). In fact, 
the forecasts are produced every 
year by independent consul 
tants, SETEC Economie and Wik 






bur Smith Associates, and the 
v Lid., 25 St, James's Street, London SWIA 1HG . 
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RECRUITMENT CONSULTANTS GROUP 

3 London Wall Buildings, London Wall, London EC2M SPJ 
Tel: 071-588 3588 or 071-588 3576 
Telex No. 887374 Fax No. 071-256 8501 









Division or to move 


Challenging position, scope to become head of UK operating Di 
to a senior position overseas in the medium term _ 











ESSEX VEU sa 6 m * £70,000-£100,000 - 
SUBSIDIARY OF A MAJOR FIRM OF INSURANCE BROKERS ca 
We invite applications from candidates aged 35-45 who will have gained at least seven years successful commercial 
and industrial insurance broking experience with a strong new business bias, at least three years must have been ata . 
senior level. with profit centre responsibility. The successful candidate will be responsible for the further profitable © 
expansion of the division's commercial and industrial -broking covering national accounts and East Anglia in- p 
particular. Excellent networking and tech nical support exists within the Group. The ability to lead effectively a sales ^ 
and service oriented organisation and to carve out a greater niche in this competitive field is important. Initial 


remuneration by way of high basic salary plus incentive related bonus negotiable £70,000-£100,000 plus car, 












. contributory pension, free life assurance, free family medical cover, assistance with removal expenses if necessary. 
Applications in strict confidence under reference MMGC4718/E, to the Managing Director: | 





 CAMPBELL-JOHNSTON ASSOCIATES (MANAGEMENT RECRUITMENT CONSULTANTS) LIMITED, 3 LONDON WALL - 
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-Trained economist to join small economics team with very successful, highly regarded South East Asian bz 





| hig | th East Asian based — 
| institutional broker. Lively, independent, sales-driven culture has underpinned rapid, profitable growth. Strong. 
balance sheet, excellent corporate finance team and international distribution capability. Off 


Tx | yrporate | wam 1 i y. Offices in Hong Kong, 
| Singapore and Philippines with further regional expansion underway. Competitive remuneration reflecting 
| expatriate status. — LI ee E I. m ees Bees *. cs TM 


__ W Reporting to the Senior Economístaspartofasmall, — — .— Wi Late 20's, seasoned, capable economist from commerce — 

. highly motivated, commercially oriented team. — . .. Or academia. Must articulate economic issues succinctly and. 

| SEEN qM ROME M add value in reporting. Knowledge of region desirable but not 

|. 8 Responsible for preparation and presentation of regular essential. u m m 

qi - SEONG digest. | | ub: Ji . | dg E Experience of macro-economic analysis at country and - | 
M Producing independent, thoughtful analysis and forecasts 


regional level. Excellent writer. Good communicator for cient. ` 
Į for world and regional economies, Ad hoc analysis to support — | | 
i. sales team, o "Nw 
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and sales team interaction. 
Wi Bright, personable self-starter with initiative and smali 
team orientation. Ambitions to progress within group. 


Please reply in writing, confidentiality assured; enclosing full details: Ref DLS904E, Spencer Stuart, 3rd Floor, Brook 
.. House, 113 Park Lane, London WTY 4H]. | | 


| London . | The Selection Division of Manchester __ 
| 071-493 1238 Spencer Stuart & Associates Ltd 061-941 3818 
























































ain features are 'e made available 
nerally through the interim re- 


yt in October. 


I also note your reference to 


fift 












part of this statement is rou 


hat of a jumbo ferry. 
: " MARTIN HEMINGWAY 


Eurotunnel 


SiR— You rightly point out that 
Eurotunnel’ s forecasts of the 
ars that will be attracted to its 
hicle shuttle are unduly cp- 
nistic, but the prospects for 
he through-passenger trains are 
also less rosy than you suggest. 
‘his would indeed be a conve- 
nient service for people travel- 
ig between city centres, but the 
orecasts wrongly assume that all 





gory. The majority are not and 
most of them will continue to 
find air more convenient. The 
- overestimate of this and all other 
elements of the traffic means 


fares assumed in the forecasts for 


allowance for the cost of build- 
-ing the rail link to the tunnel, 
. now estimated as £3.5 billion-4. 5 
billion. | 
You say £6 billion is already 
committed to this project. Fortu- 
“nately, the banks are not com- 
-mitted to any more than has al- 
ready been spent—some £2.5 
‘billion. They can and should 
op this project now. 


different league 


SiR— You state (April 21st) that 
iwan's GNP is $15.2 billion. 





; bout ten times that amount. 


: — Research is PE N, 
"broadening its product offerings 
: but we have not (April 21st) 
. "chosen the stony path down 
1 from supercomputers.” ' In fact, 
 Cray's mission—to lead in _the 
development and. marketing of 





e cost of Catamarans. being. E 
imilar capacity. " The first th 
rrect, but the rest is wildly c out. turer of dey 


ae ‘car-carrying capacity of a p 
tamaran is about one-eighth. 


oot passengers are in this cate- 


that Eurotunnel’s fares will have . 
- to be higher than. envisaged, fur- 
‘ther depressing demand. The 


the through trains also make no- 


n STEEN PLOWDEN | 


fou will find the correct figure is is 


remains | Rua a i 


undiluted. Our strategy is to 
broaden the availability and use 
of our powerful systems via net- 
work supercomputing. 

lt is be 
at w announced Lou to ac. 





ys | perde. is a 


“young: developman. company, 


and as such its sales are not ro- 
bust; but our principal interest is 
in its technology, which will per- 
mit us to market by mid-1991 


P the compatible. departmental 


computer our customers have 
been requesting. 


MARCELO GUMUCIO i 


President 


Minneapolis 
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Sig&— Your conclusion that Japa- 
nese pharmaceutical companies 


will never become big exporters 
of drugs (March 24th) is a little 


optimistic for western manufac- 
turers. Fujisawa Pharmaceuticals 
is developing FK-506, a drug that 
may replace cyclosporin i in trans- 


.plants. and auto-immune dis- 
eases, and FK.565, a promising - 
“new drug for Amps. These two | 


drugs have potential sales of 
over $1 billion a year. 





"eventing I 


$47m in dins a ey in To- 
yama, Japan, for manufacturing 
FK-506 in bulk, in readiness to 
launch the drug in America 


_ (projected for 1992-93). | 

RONALD DRABKIN = 
TAN. Sandoz Pharmaceuticals | 
thinking about. So we chose 
3 health and cities 
(rather than, say, palasontoiogy, | 





— “education, 
PRON $ roya palaces 


Sir—It is true "hir hes ate 
many palaces in Morocco (April 
14th). However, in this respect, 


we are not different from other 
ERLY countries with a great historical 


heritage, such as Britain, France 


and Italy: In Britain, there are, 
_ fortunately, many. royal. resi- 


dences such as Buckingham Pal- 


ace, Windsor, St James's Palace 


and Sandringham. These pal- 


aces are the property of the na- 


tion; so are the Moroccan ones. 
What is more, they are the em- 
bodiment of our civilisation. A 


; darge . country. like. Morocco 


'ds a palace in every major re- 


secause of this Strategy. 


Cray Research. 





gion. According to our tradi- 
tion, the king has to spend some 


time in each region. Actually, 
King Hassan is much loved and 


praised for being the builder of 
mosques, hospitals, schools, uni“ - 
versitiés, dams, bridges, roads, E" 
| golf courses and palaces. _ 7 SLE D 
New York 


e T. or Anaad 
London | Moroccan Embassy 


Trashing Chernobyl 


Sin — Perhaps the best thing for 
the Russians to do with 
Chernobyl would be to evacuate 
a large area around the plant and 
turn it into a repository for nu- 
clear waste. Fees collected from 
western users could help finance 
the desperately needed assis- 
tance to those injured in the 


disaster. 





Boston, 
Massachusetts WILLIAM BEAN 
Defending Harkness 


 St&—l am grateful for the cover- 


age. that you give to the rede- 
signed Harkness Fellowships 


. (April 28th), but sorry, and sur- 
prised, that you see so little merit 
in the changes. 


_ The starting point for the re- 
he 


re hey has. prepared itself to .. design w 


concern 4 to Britain and the 


United States. There were two 


reasons for this: First, that if one 
wants to encourage transatlantic 
communication this will be live- 


lier, and will involve more peo- 


ple, if it relates to important is- 
sues that a lot of people are 





pure mathematics or Edgar 
lan Poe). These.are; in addition, 
areas in which The Commor- 


wealth Fund is. active in the 


United States and therefore best 
placed to advise and help i incom- 
ing Fellows. 

The second reason for Bai 
ing on major current issues is 
that good people are attracted to 
work oti them, and other people 
want to hear what they have to 
say. The enthusiasm with which 


American institutions have of- 
fered.to host the 1990 Fellows 
suggests that we have got it 
about right. I am delighted that. . 
this year we have attracted some — 





| Phili 





est of all transatlantic bu 


. cators, Alexis de Tocqueville, 
- first visited the United States to 





| lis . 





Proportional quagmire 


SIR—1 was interested in Mr An- 
drew Douglass's recent advocacy 
of a 51-49 system of electoral 
representation as a solution to 
Israel's parliamentary quagmire 
(Letters, April 28th) Puerto 
Rico, emphatically not run un- 
der a parliamentary system, gives 
representation to minorities 
whenever {a) their share of the 
electoral vote reaches 5% and (b 
the electoral winner's share 
overwhelming. 

. The clearest result. of such a 
system. has been to fossilise poli- 


tics, keeping trivial minorities 


alive, all the while debating the 
same issues for, God help us, : 
about 100 years. Take heart, 
Jerusalem... 








Mayaguez, 
Puerto Rico Mario LOYOLA 
Canadian cantons 

E. deck Meech Lake fails (April 


14th), those wishing to preserve 
Canada might consider a Swiss 
solution—let each province de- 
cide its own linguistic character. 
Compared with Canada, decen- 
tralised Switzerland seems virtu-. 
ally free of language tensions. 


Boston, 
Massachusetts H. Cunninot 








"Special Report No2030 
Far East and Pacific 
Travel in the 1990s 


. This report analyses and forecasts 1 
travel to and within the region to — 
the end of the century. Forecasts 
are for 1990, 1995 and 2000 and 
are expressed in terms of. 
international arrivals, nights spent 
abroad and trips made. There is 
detailed coverage on; Australia, 
China, South Korea, Macau, 

~ Malaysia, New Zealand, 

nes, Singapore, Taiwan, 

Thailand. 


Price: £285 UK & Europe ; US$565 North 
America ; £288 Rest of World 
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Private CL. 
. Up to £55,000 Base, Bonus 





Housing 





An exciting opportunity with an international group, initially based in the Channel 
Islands but with career prospects world-wide. At 
developing a substantial asset management business. 


THE COMPANY Oo | 
© Highly regarded international banking group. 
private bankers and asset managers. 






<> Manage small team. Report directly to M.D. 
© Outstanding candidate could ^ have 
responsibility for entire Channel Islands investment 
management subsidiary as Managing Director. 
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) NATIONS UNES 


. The United Nations Secretariat, with headquarters in New York, is currently 
; inviting applications for the following positions in the accounts division: 


DEPUTY DIREC 


Under the guidance of the Director of Accounts duties include overseeing 
counting operations worldwide; developing accounting policies, financial sys- 
ams and procedures; maintaining and developing management reporting sys- 

| tems and enhancing systems of internal control. Requirements: Advanced universi- 
ty degree in business administration/accounting/finance or board certified public 
< chartered accountant. Extensive and progressively responsible experience in a 
complex business or governmental accounting environment. Experience in at- 
: counting systems development including design and successful implementation of 
_ computerised systems a prerequisite. Minimum net salary is $64,307 without 
< dependants ($69,800 with dependants) plus corresponding entitiements. Closing 
, date for receipt of applications: 25 June 1990. 


SYSTEMS 
. ACCOUNTANT 


Duties include designing, co-ordinating and managing implementation of upgrad- 
.,ed payroll and accounting systems under the responsibility of the Accounts 
x Division. Requirements: Advanced university degree in business -administration/ 
,, &«ounting/finance or board certified public/chartered accountant with at least 10 
«years experience in applying theoretical, financial and accounting knowledge. 
^ Demonstrated ability to design and implement computerised financial systems a 
- prerequisite. Minimum net salary is $49,188 without dependants ($52,968 with 
; dependants) plus corresponding entitlements. Closing date for receipt of applica- 
. tions: 18 June 1990. j^ 


Applications with full curriculum vitae, including salary history, should be sent to 
Ms 5. Kolodny, Room $-2535-D, Recruitment and Placement Officer, United 
Nations, New York, New York 10017. v= te T 
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© Excellent. reputation as sophisticated off-shore - 
rations substantial, successful and growing. 
evelop and maintain client relationships internationally. 


profit : 
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n unusual chance to play the lead role in | 





QUALIFICATIONS et” | 
CO» Successful track record providing investment advice to 
wealthy individuals and trusts... — 
X^ International investment philosophy. Ideally foreign 
language speaker. Willing to travel. m 
X^ Probably aged early/mid 30's. Marketing experience 
from private client broking or asset management particularly ` 
valuable. os EL n D ee 











. Please. write, enclosing full cv, Ref BJ 2193e .. 
NBS, Bennetts Court, 6 Bennetts Hill, — 
Birmingham, B2 5ST . 


or SLES SIS SS SAO SEE NOON ESOTERIC ORTON | 
~~ BIRMINGHAM «021-233 4656 era 
CHESTER * 061-905 1458 « SLOUGH « 0753-694844 
GLASGOW + 041-204 4334 * HONG KONG + (HK) 5 217133. dd 
SS 




























KING'S FUND COLLEGE 
KING EDWARD'S HOSPITAL FUND FOR LONDON 











(Salary package — to circa £40,000} — 


. The King's Fund College is part of King Edward's Hospital Fund for London, a major. 
“independent charitable institution. The College's: primary concerns are. management 
; education and development, and providing support for managers and professionals” 
. engaged in bringing about complex organisational change. The College works mainly 
with the National: Health Service, although a growing part of its work is with othe 
‘organisations both in the public and private sectors. Our existing workload includes 
“active and diverse programme of management development and organisational deve 
ment with health authorities, local authorities and other agencies: im lementation of 
two recent Government White Papers however, has meant that both dassroom and 
workplace-based activites have increased rapidly and-new appointments are therefore 
, necessary to sustain workload at currentievels. ive 


Applicants for the post of Fellow should have commitment to the process of bringing 
about change in complex organisations rather than an allegiance to a particular discipline 
' or professional area of concern, as well as a commitinert to and expertise in management 
and organisational development. Other essential characteristics include the capacity to 
-Work in both formal educational settings and alongside managers in work settings, anc 
| the self-confidence to work with senior managers and professionals from a wide vari 
: "Applications are particularly welcome from people whe have experience in: 
* Organisational development and effectiveness. Ea a x 
* Comparative mahagemen: practice. 
* The management of professionals. ; 
* Financial management and performance assessment. : pet $i 4g 
-* The effective integration of information technology into the management process. © 
* Initiatives involving co-operation between public and private sector organisations. 





















































“The King's Fund College is committed to an equal opportunities policy. Women 1 
_ be particularly welcome from these groups. i | 

















The Univefeity, 
British Columbia 


` Faculty of Commerce E 
And Business — 
Administration | 





























| Administration, to take office July 1, 1991 or earlier. 


BM The Faculty includes more than 80 full-time faculty 
| members in 9 divisions that offer B.Comm., M.Sc., 





| executive and continuing education programs 


both research and teaching. 






| The Dean will have demonstrated a dedication 
| excellence in research and teaching and will provic 
dynamic leadership within the Faculty. He or she wili 


| with qualifications. 


yout the 





* under-representatlono ot women ki administrati lon and P 





| TheUniversity of British Columbia seeks applications ig 
| andnominations for an individual with energy, vision, | 
M and creative leadership abilities for the position of | 

. Dean of the Faculty cf Commerce and Business 


| M.B.A. and Ph.D. degraes. In addition, a number of. | 


| offered. A new $6 million Management Research ‘| 
| Centre is soon to be constructed adjacent to the iE H 
peser neris cep comm ME d 


| The successful candidate will be an internat sora | 


| also be involved inthe. Univers! s general — Hi 
| positlonasa enia Sal ayu y wil be commensurate | 4 | 


| ThePresident's Advisory Committeetorthe Selection e B 
| of a New Dean for the Faculty of Commerce and | 
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Hang Seng Bank - 


. Chair and Head of 
"Department oí 

. Financial Services 
£3537k — 


= With the support of the 


Hang Seng Bank, the City 


of London Polytechnic is 
able to offer the post of 


Professor and Head of 


Department of Financial 


Services to candidates 
able to provide leadership 


of the Department on the 


basis of sound academic 
- and professional experience. 


For further details of this 
. post and an application 
form, which should be — 








returned by 8th June 


"SHE 


1990, please write to: 
The Personnel Department, 


117- . 119 Houndsditch 





sex, age, ee reat, mal Sabi n mponsibility for 
dependents, mol cron Sy E ^n 






















"Tuternational Economics 


3 The Ford Foundation is searching for a senior profesional in 
. international economics. 
: The Program Officer will work with colleagues i in planning, d 
developing, coordinating and monitoring program activities in .- 
international economics. Emphasis will be on. developing a . - 
program of grantmaking relating to economic reform in | - 
eveloping countries, Eastern Europe and the Soviet Union. |. 
quire a Ph.D. in economics with significant experience, 
in national | government, international « Organizations, ac j "Isl. 
nd/or private institutions relating to internationa economics. SZ d 
E dren in one or more West andjor East Exropesn ee 
4 he position requires strong une concept a En writing |. The ibis cnatio nl Rice. Research Institute (IRI) i à 
t Ss ooo | ^^ s | | aninternational, non-profit, donor-funded agricultur- 
.. Send resume and brief writing sample to: | ^ »5^ | | al research institute that undertakes research and 
| Joan C. Carroll, Employment Manager. — | | | training at its headquarters in the Philippines and 
| ~~ .:| | collaborates with national agricultural research s S- 
. | tems worldwide. IRRI's objectives are to develo op. 
|..more productive and sustainable rice technolo y 
and to strengthen national research capability. IRRI 
seeks an Agronomist for assic nment to Laos. The 
| successful Candidato. will "work with scientists and 
" technicians o of the ) Ministry of Agriculture and 
try (M xh Juctive and sustainable | 
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alysis of on-station and on- 
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i tave reached the c hit ot Sj p €^ rey Se "n 
find that the career evolution met used earlier” QUE EF. oped and maintained. Trai 
can no longer produce the result you seek today. t Cncane is an — Y 
Alain Forgeot and Willet Weeks in Paris, Louis ^. s ] | Y Eo $ | 
Dubois i in Geneva, and their consultants have hel Iped, 
for the past 15 years, more than 5000 top executives 
such as yourselfenhance theircareerand,whenappro- | 
priate, think, mount and conduct a sophisticated | JAS VABULSEUU HT agrong | ^d 'ch : P "T HV 
search of the hidden side of the international market. — || rice-besed a g syotomne. Research exper 
Telephone for a confidential exploratory meeting. . — | insoil fertility improvement i in the tropics i is prefe 
We will review your situation and explain ifand how we | Previous experience in Southeast Asian countrit 
can be helpfulto you in achieving yourparticular goals. with similar environments is highly desirable. . 


| RÜ . Tx. Application. Applications for the position describe 
R Te will be accepted piri se ae Ri ee erus submit 
Week ; curriculum vitae, date of availability, and the name: 

orgeot, E ee 3 l of three referees tooo | 
PERSONAL CAREE R CONSULTANTS Dr Klaus Lampe, Director General 


-Paris : 3, rue du Fg St-Honoré, 75008. Tél. (1) 42.65.42.00 IRRI, PO Box 933, 1099 Manila, Philippines 
Geneva: 9, route des Jeunes, 1227. Tel. 022.42. 52. 49 Fax: 63-2-817-8470 . 


Associate office: London. cese seme s] a Telex: 40890 RICE PM or 22456 IRI PH. 
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A BUSINESS INTERNATIONAL CONFERENCE 


: ‘ i ponsored by Environmental Resources Limited i 


ntal i issues s facing European bi business: 


ng for a a Sustainable World Men ghi NM 
Davis - SHELL INTERNATIONAL JOLEUM COMPANY — 
ting Environmental Awareness 4 | 
k Rochford - JOHNSON & JOHN 


onment and Total Quality | 


| BONN a cheque for £ 
| {payable to Business internacional Limited) 


Please charge £........ éco t TM 
| a ARmenean te in TE Cardd No. 


EEEE 
H H 


Please return this form to: Julia Mart l : | | K | | NE 

The Business International Conference Unit . EA 

40 Duke Street | m M | 
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RMAGEDDON, the place the Israelis call ps 
.Megiddo, is on the coastal plain of - 
Sharon: It is just up the road, as it were, from 


Rishon Le Zion, where on May 20th an Israeli 
who Asia pna 2 his ee Pines a. 











A Berkshire village of 
lle East i is that a single gun- 
ay have brought the prospect of 
.r—a big war, fought with chemical and 
maybe even nuclear weapons—uncomfortably closer. 


full-scale war is a serpentine one. It coils through faraway 
Baghdad, with loops: through Washington and Moscow as 
well. It is a slow road: war is not likely this year or next. But 
war probably lies at its end, unless Israel can be made to re- 


verse the policy of perpetual occupation its Likud party has 


pursued since winning power for the first time in 1977. 
That may sound unduly apocalyptic given that, on all 


available evidence, last weekend’s slaughter was: the deed of 





one man acting alone. Israel’s prime minister, Mr Yitzhak 
Shamir, called it a “shocking act of madness". He is. right; and 
it is irresponsible of Israel's enemies to claim that the gunman 
was taking orders from the Israeli government. By saying so 
they add to the already brimming well of hatred between 
Arab and Jew, and make counter-atrocities inevitable. But Is- 
raelis can be just as irresponsible when the victims are Jews. 
Last year a vengeful Gazan steered a bus into a ravine, killing 
- Israelis. Some Likud ministers did their cynical best to put 
sem blame on the Palestine Liberation Organisation. _ 

. No government can stop one of its citizens going murder- 
ously: mad. What governments can do is to work towards 
peace, so that individual acts of madness do not instantly det- 
. onate an inter-communal explosion. In recent years Israel's 









. policy, in fine detail as well as grand design, has worked. in. 


precisely the opposite direction. 

— The grand design of the Likud party is to stay NM in 
the West Bank and Gaza Strip, which Israel captured in 1967. 
Its reasons are partly military (the West Bank offers strategic 
depth), but mostly emotional-religious. The Likud calls the 
. West Bank by its biblical name of Judea and Samaria, the 
promised land God gave the Jews in sacred trust thousands of 
years ago. For Likud the presence there of nearly 2m Palestin- 
ian Arabs is an inconvenience, not an argument for Israel to 
return towards the borders it lived inside before 1967. The 
Palestinians' national aspirations, says Mr Shamir, can be sat- 
isfied by means of “autonomy”, by which he means partial 
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"e A less than Israel's withdrawal from the territories, and the 
The road that leads from the murder at Rishon Le Zion to 


tion in their o owri blood: nearly 800 Palestinians have died 
the intifa aa 


to talk to the Palestinians: In negotiations, 


suaded Mr Arafat to swallow that bitter pill, the Likud in 
vented new conditions: the Arabs of Jerusalem — not ta 


: Erst and so on. Tn the endi Mr Shank: vefused a an J 


Baghdad sind beyond. | 


Palestinian frustration at e failure of American NN 
one cause of this week's explosion in the occupied terri! 
The influx of Jews from the Soviet Union is another. 


viet exodus has already given Mr Shamir a new excuse. 
sist on keeping a "big Israel", while kindling Arab fears of 
more Jewish settlement in the West Bank and Gaza. Th 


again burning at full force. 
































_ self-government under Israeli supervi 
This now seems dreamlil i 
been possible, soon after the 196 
make the demoralised Palestinians acce 
 tonomy as the best deal available from 
|. powerful Israel. But Israel, its hubris gr 
= ifte 1967, did not offer it until too late 
-the chance has almost certainly gone. Ni 
quarter of a century of occupation, and al 
-humiliations occupation brings, have tui 
the Palestinians into an enraged natio! 
waiting. They say they will settle for not 











ation of something resembling a state of their own. For th 
past 30 months they have been underlining their determ 





the uprising against the occupation. — . 
. Matching the fclly of the Likud's grand design i is its refusa 
“autonomy. 
might have a part to play, perhaps as a confidence-buildin 
pause on the way to peace. That, indeed, is what the Labour 
Likud coalition proposed in the plan Israel submitted to 
America in April 1989. But the past year of vacillation makes 
it impossible to believe that the Likud half of the governme n 


- 


talk to Mr Yasser Arati only to non-PLO people elected fron 
the West Bank and Gara. Then; when the Americans 


invitation to meet some non-PLO Palestinians in Cair 
bour, exasperated, pulled out of the coalition and Israel 
tics descended i into its. present Nardi limbo. 


than 100,000 are expected this year, with predictions of 
final number ranging as high as 1m or more. lt is spl 
that these frightened people have found a refuge. But the 


why, after the spark at Rishon Le Zion, the intifada is o 
The intifada has waned and waxed before. Why raise 


spectre, this time round, of a wider Arab-Israeli war? 













































pour out nt rag s eia wher the A ab states are conven- 
ng for an emergency summit on May 27th. 
- The Baghdad summit was arranged before last weekend's 
nultiple murder, but the denigration of Israel was going to be 
the main item of business anyway. The principal beneficiary 
will be President Saddam Hussein. Having disposed of the 
eight-year distraction of the Gulf war, he has resumed a quest 
o turn Iraq into The Greatest Arab Nation, and himself into 
he first genuine pan-Arab hero since Nasser. His chosen tool 
; Íraq's vast military machine, and in particular the binary 
emical weapons with which he recently threatened to de- 
troy half of Israel if Israel dared attack him. 


r'ords. While Egypt is still at peace with Israel, the PLO still in 
alks with the Americans, and Iraq still at loggerheads with 


‘ighten money, Jay | 





ALM has broken out in Japan. Six months ago that 
would have seemed a bizarre way to describe a country 
grown used to rising prosperity and the apparently effortless 
creation of wealth in financial markets. But this has been a 
year in which the Tokyo stockmarket's Nikkei index fell by a 
third, interest rates soared and the yen tumbled. The popular 
mood overshot, turning boom into gloom. In the past month, 
however, the yen has recovered sharply, the Nikkei has re- 
‘gained a third of its losses and bond yields have eased. It is 
tempting to relax, content that Japan is not, after all, collaps- 
ing. Better to do the opposite: it is time for the Bank of Japan 
to raise interest rates again. 
- Though the financial winds have dropped, the original 
fors behind Tokyo's storm are still there. Chief among 
'them are worries about inflation and about wildly high prop- 
‘erty prices in Tokyo and other big cities. Japan's consumer- 
rice inflation of 3.5% in the year to March remains low com- 
jared with Britain's (9.4%) or America's (5.2%), but it is 
"ahead of West Germany's (2.3%) and France's (3.4%) and is 
nore than treble its level in early 1989. Despite the yen's re- 
cent rally, its slide in the past year is still adding to import 
prices. And though the Bank of Japan has raised its discount 
rate four times in a year, to 54% compared with 21/296 in May 
1989, the broad money supply is still expanding fast: it grew 
by 13.2% in the year to April, a figure that is worryingly large 
ven when distortions caused ud financial deregulation are 
aken into account. 
= Such is the c PE case for tinet money. But ie 
pan has its own special case: the property market. Abundant 
money and frantic speculation doubled and trebled property 
prices in Tokyo and other big cities in 1986-88, encouraging 
banks to lend even more. If this financial bubble were to 
burst, it risks bringing down bank after bank, wreaking far 
worse damage than a slide in share prices. For.a year it ap- 
poe that pepet prices had ipods and might subside of 














Most of the words that fly out of Baghdad are merely - 


derer in Tokyo's financial markets offers a chance to avert another crash 


terrible nin has sheen how aky violence involving "lsrael j 
can inflame passions throughout the Arab world. 

For most of the 1980s the Arab governments were con- 
tent to leave the Palestine problem to the Palestinians. In 
1988, on western advice, Mr Arafat belatedly recognised Is- 
rael, renounced terrorism and promised that Israel would be 
allowed to live in peace alongside an independent Palestine. 
The Arab states merely shrugged. But now Mr Arafat arrives 
in Baghdad empty-handed, unable to stem the settlement of 
Soviet Jews in the West Bank and Gaza, and under pressure 
from his own people to allow the use of firearms in the 
intifada. His peace policy may outlast this Arab summit, but it 


will not necessarily survive the next one, or the one after that. 
. Unless Israel makes room for the Palestinians to have a home- 
` land, it is marching down the road to Megiddo. 











their own accord. s in the il: giaa of 1989 they began 
to soar again, and lending with them. There is no sign of that 


coming to a stop, despite the stockmarket's recent troubles. 
The risk remains of a financial collapse that would make the 


Nikkei's fall seem like a tea ceremony. 

The Bank of Japan is well aware of that risk, and hates the 
sight of consumer-price inflation creeping up. It did not 
tighten money again during the Nikkei’s tumble for fear of 
making things worse. Yet now that markets have revived and 


calm has returned, it has a fine chance to pre-empt collapse by 


raising interest rates, choking off monetary growth and giving 
the yen a further upward kick. The risk is now tiny that 
higher rates would themselves cause a crash; more likely they 
would reduce the risk of a real panic later on. 


Slower, but not sluggish 

As long as the Bank of Japan, backed by its masters at 
Ministry of Finance, regains such monetary control, theis 1 
little chance that Japan's financial traumas will seriously ham- 


per the Japanese economy or Japanese industry. In the wildest 
days of panic it may have seemed as if boom was turning to 


bust. In fact that was never on, short of a property catastro- 
phe. Japan was merely returning to normal. And normal for 
Japan means impressive by anybody else's standards. 

The artificial pull given to Japan's economy and industry 
by soaring shares and property in 1986-89 was rather like the 
effect of anabolic steroids on an athlete. Cheap capital and 
valuable assets against which to borrow gave industry and 
other overseas investors an extra yard or two of speed. But 
that does not mean that, deprived of such help, Japanese in- 
dustry will be feeble. Ben Johnson, the Canadian sprinter 
who won glittering prizes with the help of drugs, was the 
world's fastest once he'd taken his tablets. Even if he had 
shunned them he would still have been up with the best. _ 
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They could do with more than a smile and a wave 


OBE th most popular Republican president with blacks 

. since Dwight Eisenhower, George Bush has had only to 
behave in a reasonably decent way: to sound friendly, to be 
accessible, and to be shocked by bigotry. Until now, that is. 
Coming soon is a civil-rights bill—and a decision that will be 
hard to fudge. 

The bill, sponsored by Senator Edward Kennedy, aims to 
uted or:soften- recent rulings on job discrimination by the 

conservative majority on the Supreme Court. It raises several 
. controversial issues, but much the biggest fuss concerns the 
| burder n of proof when there is statistical evidence that a com- 
pany's hiring rules screen out women or minorities. Should 
the employer be obliged to prove that his screening practices 

e justified or should the would-be employee be obliged to 
-prove illegal discrimination? A 1971 decision by the Supreme 
Court putting the burden of proof on the employer was re- 
versed by the court last year; the new bill would, with some 
modifications, reverse the ruling again. 

Black leaders assert that Mr Bush’s reaction to the legisla- 
tion will prove whether or not he really wants to narrow the 
economic gap between black and white America. Conserva- 
tive Republicans say that the president should veto the Ken- 
nedy bill, since it would be bound to lead, despite its author's 
disclaimers, to a job-quota system for women, blacks and 
other minorities. While the Justice Department was recom- 
mending a veto, Mr Bush was talking glowingly of a future 
black president. So he's Reagan in sheep's clothing, muttered 
disillusioned blacks. - 

Mr Bush is now negotiating hard and sensibly, trying to 
persuade Congress to refashion the bill into something less 
repugnant to the right. The package may end up carrying a 

‘warning sign that specifically rules out the quota principle, 








The din lie ever "TT to the world’s poor: economic growth is not your friend ` 


"3 RAZIL is less poor than Costa: Rica, say official figures. In 
X D 1987 its GNP provided an average porba power of 
.. $4,300 per person, against Costa Rica's $3,800. But Brazil’s 
~ real incomes are less evenly spread, so its. pover ty is deeper 
and broader. Life expectancy at birth is 65 years and 22%. of 
the adult population is illiterate, whereas in Costa Rica life 
expectancy is 75 years and only 1% of the adult. Population | is 
illiterate. Which country is really “poorer”? | 
The Human Development Repo 1990; a new etudy: by 





the United Nations Development: Programme (wo?) em 





| Send the right signal 


- House, found: the Republican party a Red 
and thus stops it damaging the economy. The president E 


tures these scende with a neat EE EA devici 


:ahead of Brazil; it also ranks 18 countries, rather tha 
- Japan; ahead of the United States (see pages 80-81) 


“GNP is a flawed measure of well-being. So what, if ar 
. does this broader view of‘ opar imply for. 
































knows that, were siek to veto o the. bill Tum migh 
by a two-thirds majority in Congress. More imp 
reluctant to blow away the benefit of the lou 

America has given him. Blacks are not as wedde 
tive action" as they once were: the emphasis, not jus 
black conservatives, has shiftec 





éd from rules-ab 
fairer educational start. But since the start is s still far T 
some rules are still needed. | | uw 





The debate on civil rights is taking place on he 
going through an ugly period of black-white tension 
of racial incidents, in cities and on college campuses, sig 
bad hot summer. The acquittal on murder and manslaugh 
charges of one of the white youths accused of killing a blz 
teenager in New York has reawoken fears of turmoil: a. 
guilty verdict, a rabble-rousing black leader had three tened 
would be an invitation “to burn the town down". ~ 

- No decision, either by Mr Bush or by the more responsi 
ble black leaders, can unplug the nastiness of. impassione 
racial prejudice. But a bad decision, sending a signal t tha 
stroys black trust in the president, could inflame it ^. 

Preserving the trust is important. From Mr Bush 
toral point of view it could double in 1992 the meagre b 
vote—less than | Toe E in iris For black: Ame 


















25-year mud ani to 5 the eee Democrti 
have not, until George and Barbara Bush took over the W 


Now i it just might be worth. SE 












estly, we-mean that as a compliment. It lumps toget 
expectancy, adult literacy and average purchasing pos 
produce a "human development index" covering 1 c 
tries. Unlike GNP per person, this index ranks Costa Ri 


point is valid even if the methodology is far from watet 










uch as t Brazil and 

nce led many development academics to argue that growth 
general fails to help the poorest, or even hurts them. This 
d-in-hand with the durable fallacy that there is only 





“i freedom to patticipate in the market according to one's 


ents and preferences is the best vehicle for the productive 


ase of human capabilities." r 2 

_ The UNDP is suddenly talking the same language as tradi- 
tionally more conservative institutions such as the World 
- Bank and the imF—and not just because the UNDP has moved. 
These days the market-praising Bank and Fund are equally at 
pains to stress the needs of disadvantaged groups during peri- 
ods of economic reform; the Bank's forthcoming World 
- Development Report will concentrate on the poorest of th 
- third world's poor. "e pur 
(|. This new consensus—take plenty of market forces, and 


Scots awa’ 


the curse of Scotweiler economics 


MAGINE a small country on the northern rim of Europe, 
. full of innovative businesses and bright people. Entrepre- 
eurs buzz around its ancient universities, which spawn tech- 
ologies and bilingual graduates in about equal measure. Its 
nancial centre draws venture capitalists and fund managers 
om all over Europe. Its low taxes and cheap land suck in 
anufacturing and service companies, fleeing the congestion 
‘continental Europe and southern England. — 

Now come down to earth and think of Scotland. A small 
ountry, though not a nation, half-stunned by failed corpo- 
tist traditions. A country so incensed by the likely closure of 
s steel industry —presaged by the news on May 16th of the 
ontraction of British Steel's plant at Ravenscraig—that local 
ee-market Tories stand shoulder to shoulder with socialists 
id left-wing | nationalists in., protest. Decades. of 
salisation and failed regional policies from Westminster 
t grim sequence of industrial burials—the Linwood 
nvergordon aluminium smelter, the Bathgate 

























































‘Costa Rica — add selective interventions as necessa 





A political ly independent Scotland is the surest way to rid all of Britain 
















The first is that it is much easier for governments to intervene 
badly than to intervene well. Guided by development special- 
ists in the 1960s and 1970s, many third-world governments 
sought a mythical self-sufficiency through trade protection 
and heavy state spending. These policies retarded growth 
wherever they were attempted, and in many countries 
brought ruin. East Asia’s success was based on intervention, 
to be sure, but of a sort that was utterly different in both 
manner and degree: it was far milder; it worked with, not 
against, market forces; and it promoted trade with the rich 
countries rather than stifled it. 


An impolite truth 

The second lesson of the past few decades is that market 
forces, as well as being better for growth than development 
blueprints, are often kinder to the poor as well. Public spend- 


ing has to be financed. In country after country, governments 


piled crippling taxes on the most promising part of their 
economies—agriculture. Most of the poor in the third world 
still live in the countryside and depend on farming for th 
living, so over-ambitious government slowed growth and hus. 
the poorest at the same time. Market forces are under-rated 
workers for other goals of development, too—such as protect- 
ing the environment. In most poor countries, energy and 
other resources are massively under-priced as a matter of pol- 
icy. Less intervention would mean more conservation. 

It is good that the various factions in development eco- 
nomics are getting along better than before. But the impolite 
truth remains: bad government is the biggest single reason for 
poverty in the third world, and less government is the most 
effective single remedy. à | 





truck factory. Its one natural pools-win, North Sea oil, is ~+ 

ploited from the start by outsiders with greater technical and 
managerial expertise. Its workers are immured in bleak coun- 
cil-housing estates; for many, its once-famed scholastic tradi- 
tion is a hollow joke. Above all, its politics is drained of reality 
by a relationship with England that has never come close to 
equal partnership. 


. The steel row provides a vivid reminder of the gap be- 


chorus about steel-maki 
Scotland remains rooted in its iron- and steel-age past. 
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quire more than closures. The demise of the old, labour-in- 
dustries gives Scotland the chance of a fresh 


That chance will be seized only if a demolition job can 





start. 1 hatc 
simultaneously be done on the political attitudes that helped 
foster the dud car plants and smelters and furnaces. Sooner or 
later this must entail the end of Scotland's union with the rest 








ie union to'be blamed? Because, in essence, it 
Scots to eschew nationalism and stay loyal to 
‘Successive Scottish secretaries have periodically 
ir cabinet colleagues that any failure to pay up 
ibsidise there, would threaten the union. Their 













tribal emissaries at Mrs Thatcher’s cabinet table. And when a 
Ravenscraig happens, it is fear of nationalism that leaves 
Scottish Tories no option but to join the rest under a Ban- 
nockburn banner—in this case, the Standing Committee for 


the Defence of the $ cottish Steel Industry. 
Fiscally feasible 


Opinion polls show that around four out of five Scots want 
either independence or a Scottish parliament within the Brit- 
ish state. Mrs Margaret Thatcher, as a visceral unionist, has 
refused to countenance even that parliamentary option. She 
should think again. When the Tories scrapped regional policy 
in the early 1980s, they did so in the name of market forces: 
these would set the priorities for economic development 
throughout Britain. But the government's presence in the 
south-east has always distorted the spread of money and jobs. 
No more effective regional counterweight could be found 
than a renascent, self-ruling Scotland. i | 


The sanctions card 








"Play it, but only to help both these brave men. 


a decent future for South Africa, much 
. depends on the Siamese-ty 


EP uU nese-twin survival of President F.W. de 
. Klerk and Mr Nelson Mandela. Weaken one, and the whole 
principle of negotiation is weakened— which damages the 
other. Their approach requires a shared, and unusual, cour- 
age, for each has to cope with the wild men in his own tribe, 
who would prefer South Africa's future to be settled by the 
certainties of old dogmas. So how can outsiders help the new 
pragmatism, and its improbable exponents? ^. — 


Hardly at all, is the objective answer. South Africa has 




















Nor is there, from a bean-counting pers 
inherently far-fetched about the idea of an independ 
tish economy. Britain’s exchequer currently sper 
each Scottish head than on the average British ot 
mates suggest about a fifth more. How could it be ot 
with Scotland's population of 5m scattered over an. 
than half as large as England and Wales? But this put 
spending north of the border is only modestly more than t 
exchequer raises from there, even leaving oil out o 
count. A pro forma 1989-90 budget prepared independ. 
for the Scottish National party last year suggested à 
transfer of just over £1 billion. To sustain today's living 
dards, an Edinburgh government without oil revenues 
have to tax its people more, but not fiercely more. 

No one supposes, though, that an independent Scot 
would have none of the tax revenues from the North 
currently worth around £3 billion a year to the Britis 
quer. Horse-trading over these revenues would no 
dominate home-rule talks as it would have done in the ea 
1980s, but it would still be crucial. After all, dividing ur 
North Sea according to conventions adopted by most so 
eign neighbours with offshore oil might leave Scotlan 
more than enough income to cover that £1 billion defic 
And there would be justice in such an arrangement. For th« 
deficit is largely based on the Treasury's identifiable expe 
ture; of such meaty unattributed items as tax relief on mort 
gage interest, England gets more than its fair share. . e 

A Scottish parliament would be a gamble. It might tax sc 
heavily that current success stories, like life assurance and th« 
(over-hyped) electronics of Silicon Glen, would flee south 
More likely, though, Scots would quickly see sense, once 
freed to make their own tax and spending decisions. Unable 
to rely on hand-outs from the British exchequer, Scotland" 
political classes would take unpopular closure decisions | 
themselves, or leave managers free to do so. Even if this tox 
agonisingly long to happen, the replacement of tà lay's hi 
angry, half-embarrassed dependency status by a growna 
litical culture would be worth the wait. Scots might flunk 
challenge, over-tax themselves and establish a pati 
northern slum. Or they might seize their new freed 
build a model mini-state. Either way, it should be their cl 
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been an independent state for 80 years, and its econo: 
mostly cut off from the world. Yet that cutting off is 
minder of the sanctions issue, and it is this which gives o 
ers a role. Again objectively, sanctions are largely irrelev. 
South Africa's economic health. They are limited in sc 
and feebly enforced; and even if they weren't, they woul 
be more an expression of outside disapproval than a « 





influence on internal economic developments. i 
For all that, both Mr de Klerk and Mr Mandela at 
great importance to sanctions. One wants them 


















































white sceptics that h ringing South Af- 
‘some tangible rewards. One wants them kept, and his 
ccess on this helps to maintain his dominance within the 
rican National Congress, as a giant who is listened to by 
esidents and parliaments across the world. On sanctions, 
erefore, the interests of Mr de Klerk are precisely opposite 


those of Mr Mandela. | 


$ the clock ticks | 

utsiders, tempted to grab the only lever available to them, 
it move cautiously on sanctions if they are not to upset 
th Africa's last best chance of a peaceful transfer of 
er. It is tempting to reward Mr de Klerk's boldness by 
ting sanctions: that is what Mrs Margaret Thatcher has 
one. But if all governments did the same now, they would be 
lermining Mr Mandela. See, the no-compromise camp in 
ANC would say, negotiating merely helps our enemies; let 
we the polished-table world of talks and compromise 
return to the true path of struggle and sacrifice. 


here is.a way out of this sanctions dilemma. The West 
ld say that it has no intention of scrapping sanctions until 
eral of Mr Mandela's demands have been met by Mr de 
rk: the state of emergency ended, political prisoners freed, 
xiles allowed to come home. With those things done, there 
would be no real obstacle to starting serious constitutional 


Ruder, please 


Politicians should sharpen their language 


R COLIN MOYNIHAN, Britain's minister for sport, is 
VÀ being called the miniature for sport. This is partly be- 
ause he is not much more than five feet in height, partly 
ecause his critics feel he has not done enough for British 
ootballers who are to play World Cup games in, strangely, 
rdinia. “The miniature for sport” is a hurtful phrase, but 
iot a wounding one. Language is no longer the heavy artillery 
politics. It is tempting to say that, like its football, Britain’s 
hrasemaking is not what it was. Who in Parliament today 
n put down an opponent as Churchill once did? “Mr Attlee 
a modest man, and he has much to be modest about.” No 
esent politician has matched Disraeli’s dismissal of a tired 
vernment: "You behold a range of exhausted volcanoes.” 
The decline of ‘political invective is not confined to Brit- 
a. Calling Ronald Reagan the Teflon man was a term more 
of affection than of criticism. Calling George Bush a wimp is 
merely uncivil. Franklin Roosevelt may have been the last wit 
occupy the W i 




























yy the White House. “A radical is a man with both 
st firmly planted in the air” was a nice line attributed to him 
the 1930s, although, who knows, it may have been given to 
m by his playwright friend Robert Sherwood. America was 
ive with sharp words then, and they spilled over into the 
ricism practised by Gershwin and Cole Porter. . 

If there is any life left in political words it may be in Aus- 
perhaps, Hongkong. Raymond Wu, a Hongkong 
has become something of a public figure, said of 








"talks between the government an C. 


then the ANC was dragging its feet, its senior figures unable 


agree on a strategy for negotiation, western governments 
would put some pressure on it by saying that sanctions would - 
shortly be eased. T | ] 
Such tactics would have two merits. First, they would fa- 
vour the Mandela pragmatists in the ANC over the old dogma- 
tists: the initial retention of sanctions is portrayed as a tri- 
umph for Mr Mandela’s persuasiveness, their conditional 
removal as proof that negotiation is the right next step. Sec- 
ond, the tactic would underline the need for speed in search- — 
ing for a constitutional solution, and speed is vital for Mr de 
Klerk. He hds promised to submit any constitutional propos- 
als to the white electorate, through either a referendum or an 
election. An election is anyway due by 1995; so unless Mr de 
Klerk has something concrete to show for his efforts by, say, 
1993, he will find it hard to justify calling a referendum 
(which he would probably win) rather than an election (which - 
he probably wouldn't). — .. oun Sae 
Time is thus a reality of white politics. So, less obviously, 


is it of black politics: Mr Mandela is 72. If he dies soon, or if 
Mr de Klerk is defeated, South Africa will again be dominat 

by the hardening of hearts and the spilling of blood. Born 
men need some western support on sanctions; just as impor- 
tant, their countrymen need to hear the ticking of the clock. 








China's plans for the colony when the Chinese take over in 
1997, "Maybe this duck we call Hongkong is a lame 
duck... Whatever kind of duck, we can be sure that it pre- 
fers to select its own diet. What we don't want to become is 
Peking duck, which is force-fed and doesn't lay any eggs. It 
just gets sliced up in the end.” A bit laboured perhaps, but 
more pertinent than most observations about Hongkong. .. 
To be fair, China's men can be sharp too. The party cl 
Jiang Xemin told Hongkong officials who asked him to give 
the nod to a new airport, “You should eat what's on the table. 


Don't lay out the banquet and expect me to foot the bill." 
Someone remarked that the banquet looked more like a last 
supper. The Chinese are obsessed with their stomachs. 


Keep it up, Bruce 


In Australia the most damaging political rocket-launcher is 
Paul Keating, the deputy prime minister. Much of what Mr 
Keating says is simply abusive. Calling your opponent brain- 


Pa 


damaged does not do much to raise the tone of debate. But, 





when he puts his mind to it, Mr Keating does well. Of An 
drew Peacock's return to lead the Liberal party, he said, 
“Does a soufflé rise twice!" Another opposition leader, Joh: 
Howard, was “his oiliness”. Australia may have a dismal 
economy, but give the place credit for keeping the. market- 
place of political insult healthily alis -— 
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Sacks - z Ti 


South Africa's first black government will inherit x00 country wiiste a white 


Duc lives rather well and a black m 
things up, will it he backs that wealth must be created before it is shared— 
ck majority some live much worse than others? 


and that within the b 
ITY South Africa's first black ruler. De- 
spite Eastern Europe's revolutions and 

the disasters of centrally planned economies 

nearer home, he will be under immense 
ssure to make the same mistakes. 
His followers expect the conquest of 


apartheid to bring more than just the vote. 


Activists want jobs in the new bureaucracy. 
Peasants want white farmland. Trade 
unions want a minimum wage. The coun- 
trys 7m squatters want legal homes, and 
many even of those whose homes are legal 
are still waiting for electricity and water. 
Some blacks have been told how, starting in 
the 1920s, the white government wiped out 
malnutrition and unemployment among Af 
tikaners by paying for school feeding pro- 
ting the role of em- 
plover of jn resort. “When South Africa 
eventually gets its first black president, 
surely his own people, they will argue, will 
deserve the same? 

Besides these expectations, the new 
leader—let’s call him Nelson Mandela—will 
inherit the problems that plague politicians 
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majority rather badly. Eager to even 


all over Africa, and sh helped to under- 


mine South Africa s white regime. The 
population is growing at 21296 a year, which - 


means that the need for new houses and 
schoolrooms will be mushrooming even as 
he struggles with the backlog. After a cen- 
tury in which blacks were forcibly kept from 
moving to the towns, shanties are springing 
up around South Africa's gleaming cities; 
greater Durban is said to be the fastest grow- 
ing metropolitan area in the world. 

Since the Soweto riots of 1976, white 
South Africa—first business, then the gov- 
ernment—has tried to ease the pains of 
urbanisation, knowing that a seething un- 
derclass has nothing to lose from revolt, An- 
other, bloodier uprising in the mid-1980s 
made the relief of black poverty urgent. 
Money poured into the townships; the gov- 
ernment started to encourage the black 
street-stalls, bars and taxis which it had pre- 
viously banned: big business turned disused 
factories into nurseries for training budding 
black entrepreneurs. Despite all this, the 
black underclass went on growing. So did 


“wall hanan 


has on each black, with Indians and mixed- 


homeland of KwaZulu; each white has four 





the Krieg ofan ven n bigger wave ofri rio 


National Cor 
Zulu followers of Mr M 

whose feud with ANC s 
province of Natal has rec 
ier than ever. It may also 'nge 
d in ded Pan AE Co ieri 5 


gangs. be ensure te the alee: of apüt 
heid is not replaced by violence among. 
Gosche amie a wil have to Fe 


rd pid social services. A black gov- 
ernment will wipe out inequalities in social 
speriding. Until now the state has lavished 
five times as much on each white citizen as it 


















race people coming in between. White old- 
age pensions are twice as large as those for 
blacks; white state schools get four times as 
much per pupil as do black ones outside the 
homelands, and nine times as much as in th 


times as much spent on his health as non 
homeland blacks get, and ten times as muc 
as those in the homelands. The result of this 
lop-sidedness is that, since 1980, some 200 
white schools have been closed for wan FO 
pupils. Until hospitals were- desegi 
this year, Johannesburg’ $ whites-o | 
tal had 1,000 empty beds. 
Correcting this i inequity shou 
blacks’ sense of injustice, but it wi 
dent black needs. If the 7,400. wh ; 
rooms empty in 1987 had E been 1 ope 
blacks, just a fifth of the shortage in 
schools would have disappeared. Bes 
takes more than buildings to tackle 
acy, which afflicts about half the blac’ 
lation. Many teachers in black scha 
poorly qualified, especially in. impo 
subjects like mathematics. 
Equally, a few thousand extra hosp 
bed will'not make blacks healthy. Vari 
surveys suggest that a third of black chi 
under 14 are underweight and that ha 
rural black population suffers from ch 
malnutrition—much as a commissio 
quiry in 1930 estimated that almost 
all white children were inadequately l 
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i lite one 60 years ago. n 

Next, the bill for TN The black 
using shortage is said to total 1.8m units. 
P i thirds of ples in ee have 1 no 










































: an just 1,300 houses. It admits that there 
is no hope of meeting the demand, and is 
_ concentrating on servicing plots of land and 
eaving families to put up their own shelter. 
The demands on the exchequer will be 


around R55 billion ($20 billion, about a 
Eth of the country's GDP) to bring black 
_ housing, health, education and pensions up 
to the standards enjoyed by whites. That fig- 
ure will swell with the population. Another 
29m housing units will be needed to accom- 
- miodate the population growth expected by 
he turn of the century. | 


M here will the money come frou | 


ow much of this bill could President 
andela hope to meet? He could save a bit 
money by axing apartheid's parallel 
ireaucracies. But he will be under pressure 
to abolish bureaucratic jobs but to cre- 
new ones to satisfy his friends. He might 
save money by trimming the defence 
get. Beyond that, he will have two op- 
is new borrowing or higher taxation. 
1anks to a half-decade of sanctions, South 
Africa is relatively unburdened by foreign 

bt; though too much borrowing to pay for 
rrent social-service spending could soon 
nge that. As to:taxes, South Africa’ S gov- 
ment collects 27% of the country’s GDP, 
igainst 3296 in conservative Chile. and 
Pi in Britain. Th 










- vites ul pini iin pid : 
ceme tax rate, at 45%, is far too high. 
The new black government will proba- 
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 Eottomless. On one estimate, iz would cost. 
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tax-raising am m pies into aor | at ty 
to meet all the demands that will bemade« 
it. Even when social spending is eventually 








they expected. - | 


have to aba adon a hope o 
one comfortable, and concentrat: 





ling the basic needs of those who need most. ` 


That sounds obvious enough, but it is not 
common practice. Elsewhere in Africa, 
black governments have tried to maintain 
the standards expected by their middle-class 


supporters. This has meant that the poorest, 
especially in the countryside, have had less 


than their fair share of attention from the 
state. A serious black South African govern- 
ment will be under j just the same pressures— 
indeed more so, since South Africa has a 





larger-black middle class—but will have to. 


take just the opposite course. 

That will mean compromising stan- 
dards. If it wants its money best spent, the 
black government will have to embrace the 
white government's site-and-service policy, 
not try to build everyone a house; to train 
nurses and village health workers rather 
than doctors; to make better-off pupils pay 
school-fees, so that the education ministry 
can afford schooling for all. And so on. 


Bureaucracy or competition 

The only way out of these compromises is 
long-term: fast economic growth. The ANC's 
ideas on how to achieve this are evolving 
rapidly. On his release from jail in February, 
Mr Mandela declared that he still believed 
in nationalising the economy's commanding 


heights. The stockmarket shivered. This 


- week, in contrast, he and Mr Gavin Relly, 


recently retired as chairman of the giant An- 
glo American conglomerate, were billed as 
the two keynote speakers at a conference of 
top South African businessmen. Mr Man- 
dela now says that nationalisation is only a 
good idea if it helps the economy. ANC intel- 
lectuals are also debating other sorts of in- 








Commis s failure has left poen 
socialists in confusion. In Zimbabwe, Presi- 
dent Robert Mugabe urges more foreign in- 
vestment and a stricter adherence to Marx- 
ism in the same speech. Likewise, che ANC 
and its trade-union allies declare that they 
see a role for the private sector. But their 


. language suggests that they think business- 


men will not make socially useful decisions 
without prompting from the state. They 
mistrust the profit motive. An economist 


.. with the miners’ union demands “the pro- 
. ductive use of our country's mineral heri- 
-tage for people and not just profits”. 


Such talk can cost jobs, as Zimbabwe's 


'. failure to attract foreign investment shows. 
It has already prompted De Beers, which 
>. controls the world's diamond business, to 
announce plans to transfer ownership of its 
non-South African assets to a new company 


Switzerland. Judging from their present’ 





ual 7 mood, South Africa's left-wingers may scare 
shared out mure blacks will stil get less than 


off business with more than just wor 
Their instincts tell them that South Afric. . 
huge businesses (the four largest effectively 


.. control companies accounting for four-fifths 
of the capitalisation of the Johannesburg 


stockmarket) have too much power for the 
countrys good. They are right: even Mr 
Relly admits as much. But the ANC's eco- 
nomic advisers see the solution in state in- 
tervention rather than competition. 

Some in the ANC still favour nation- 
alisation. They are unlikely to prevail, if only 
because foreign governments would try to 
insist on compensation for shareholders; 


and—even if that meant only government 
bonds—the state could not afford it. Mod- 


erate ANC advisers therefore talk instead of 


directing big companies’ investment, either 


through government appointees in the 
boardrooms or through control of invest- 
ment finance. Since the big companies own 
large stakes in the big banks, the second idea 
implies forcing them to shed control. 

The obvious snag is that the ANC’s ec: 


The commanding heights 
% of market capitalisation of Johannesburg 
stock exchange controlled* by: 

{October 1989) 
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ie day, son... 


omists are less likely to hit on sound invest- 
ments than the businessmen whose deci- 
sions they would like to direct. If South 
Africa's giant conglomerates need gingering 
up, what they need is competitors, not state 
direction. The ANC—forgivably, given ev- 
erything else it has to think about—does 
not seem to have thought much about how 
competition could be enhanced. But its 
ideas are developing: it may not be long be- 
fore it does. When the time comes, it could 
usefully consider imposing tougher anti-mo- 
nopoly legislation. The existing rules merely 
say that a takeover may be blocked if it is 
deemed to endanger the public interest. Mr 
Robin McGregor, whose family company is 
a mine of information about South African 
corporate life, says that in many industries 
three or fewer companies control three- 
quarters of the market. So secret cartels are 
easy to organise and hard to detect. 
Equally, South Africa would profit from 
rules that made it harder to control compa- 
nies through minority stakes. At present the 
big companies have their way with small 
ones by holding stakes of 25—50%. Far fur- 
ther down the heap, if South Africa is to en- 
courage black enterprise it should deregu- 
late small business. The 50 tax forms that a 
one-man business is supposed to fill up every 
year are enough to confuse an accountant, 
let alone an illiterate welder. On top of that 
comes a host of statutes and by-laws govern- 
ing where and how business should be done. 


Sharing out the cake 


The ways to increase the cake may be fairly 
orthodox, though it is not an orthodoxy 
that has been much practised in newly liber- 
ated third-world countries. How about shar- 
ing the cake out? Next to directing invest- 
ment, the ANC's fondest wish seems to be a 
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minimum wage. The idea is understandably 
popular with trade unions, and is supported 
by the ANC's department of economics and 
planning (note the planning). In public at 
least, the movement does not acknowledge 
the short-term trade-off between wages and 
unemployment: higher wages, fewer jobs. In 
the late 1980s, when pretty well every black 
leader was in exile or in jail, the unions were 
left to carry the torch of black pride. Now 
the unions' clout is in danger of making the 
ANC overlook the truly poor. 

In the past two decades white living 
standards have fallen and black unemploy- 
ment has grown. The main winner has been 
unionised black labour. Between 1976 and 
1985, pay inequality between blacks and 
whites was reduced by roughly half; and by 
1989 the gap had shrunk to the point that 
blacks got 1596 less than whites for doing 
the same job. Pay discrimination must go; 
but South Africa's real economic divide is 
no longer racial. It is between those with 
jobs and those without. 

The best available estimates suggest that 
1596 of the workforce is completely unem- 
ployed, and that another 3096 scratches a 
living from the unofficial economy. By the 
government's reckoning, a real growth rate 
of 596 a year is required merely to absorb the 
new entrants to the workforce, who number 
some 1,000 a day. Even of those who are of- 
ficially counted as unemployed, only 896 get 
social security. A minimum wage, if it were 
set high enough to change things at all, 
would change them for the worse. Already 
the higher wages won by the unions have 
prompted talk of mechanisation from South 
Africa's big companies, which claim that ris- 
ing labour costs are blunting their competi- 
tive edge. 

Optimistic trade-unionists retort that a 
minimum wage would increase employment 
by making workers mass consumers and so 


= E 


. all this will be yours. One day 
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boosting economic growth. It is true that re- 
distributing buying power from rich to poor 
will reduce demand for fancy imports, and 
boost demand for things produced at home, 
especially those cheap goods and services 
produced by labour-intensive outfits operat- 
ing out of township yards. 

Higher demand would probably pro- 
duce extra inflation as well as extra growth; 
but that is not the chief objection to the 
minimum wage. Even if the case for redistri- 
bution is accepted, it does not follow that 
the main beneficiaries should be trade- 
union members, who are already a privi- 
leged group. Far better to redistribute to the 
army of jobless in the townships, or to the 
rural poor. 

These latter are the forgotten people of 
South Africa. Half of its population lives in 
the countryside (but only 5% of its doctors); 
and the average rural dweller earns less than 
half as much as does the average city man. 
Black peasants are hungry for land; at 
present, they are barred from about 85% of 
it. They are hungry too for roads, health 
clinics and schools. Sometimes they are sim- 
ply hungry. 

The costs of land reform—not just for 
the land but for the infrastructure needed to 
go with it—could be huge. Yet the ANC is led 
from cities, and Marxism’s emphasis on the 
proletariat has reinforced its urban bias. It 
will be hard to escape from this. If President 
Mandela has to face disorder among his own 
people, he will find, like his white predeces- 
sors, that it comes from urban slums. So he 
will be tempted to please articulate town- 
dwellers first, and let the investment needed 
to make a success of rural reform take sec- 
ond place. Yet if Mr Mandela neglects the 
country people, they will flock in despera- 
tion to the towns. Then the tiger would be 
harder still to tame. 
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but our advice is always - 











ividual needs; that's JL BENE 
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The published profit attribut- 
able to the shareholders of 
The Hongkong and Shanghai 
Banking Corporation Limited 
has risen each year for over 
20 years. 


Main points of the 1989 results: 

e attributable profit up 11.0% to 
HK$4.774 million 
(USS$611 million) 

* earnings per share up 10.0% 

è total dividends up 16.5% 

è one-for-ten capitalisation issue 
proposed for 1990 


Together with its subsidiaries and 
associates, The Hongkong and 
24 








Shanghai Banking Corporation 
Limited ranks among the 30 
largest banking groups in the 
world. Listed on the Stock 
Exchanges in Hong Kong and 
London, its shares are held by 
over 165,000 shareholders. The 
HongkongBank group has more 
than 1,300 offices worldwide 
and a staff of over 53,000. 


For a copy of the 1989 Annual 
Report, please write to: 
Department Wl, Group Public 
Affairs, The Hongkong and 
Shanghai Banking Corporation 
Limited, | Queen's Road Central, 
Hong Kong. 
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Marine Midland Bank « Hang Seng Bank 
The British Bank of the Middie East e HongkongBank 
of Australia « Hongkong Bank of Canada 


Wardley e James Capele CM&M 
Equator Bank 


Carlingford and Gibbs Insurance Groups 
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EO E ERES RANA NEN MEE AGATUR 


Fast decisions. Worldwide. 
CONSOLIDATED ASSETS AT 31 DECEMBER 1989 
EXCEED US$132 BILLION, 
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The killing of hopes for 
peace in Kashmir 


FROM OUR INDIA CORRESPONDENT 


| CyNE murder, many dead. When three 


young men, as yet unidentified, walked 


last. Monday into the home of Maulvi 
Mohammad Farooq and pumped 16 bullets 
into him, they set off a chain of events in 
Kashmir whose victims already extend far 
beyond the man they shot. 

The maulvi; a senior Muslim cleric, was 
leader of the Action Committee of the 
ashmir Awami (People's) movement in the 
ae capital, Srinagar. As the news of his 
‘death spread through the valley, his sup- 
porters descended on the Soura medical in- 
stitute where his body had been taken and 


carried it off for a procession—funeral and 





demonstration both. The mourners passed | 


in front of the Islamia College, a funda- 
mentalist stronghold. Militants in the crowd 
fired at a nearby police post. The policemen 
fired wildly back. Twenty people died on the 
spot, 27 more later. Scores more were hurt. 
The massacre transformed the killing of 
Maulvi Farooq, the last established Kash- 


miri leader to command widespread respect - 


in the valley, from a tragedy into something 
wider. If the Indian government was not fac- 
ing an intifada in the Kashmir valley, it may 
be now. The Kashmiri insurgents have guns, 

and will use them. This is a disaster for Indi- 





ans who had hoped for peace in Kashmir. 
Mr V.P. Singh, the prime minister, is no 
warmonger, and has been corresponding 
about Kashmir with many friends both 
- there and over the border in Pakistan. 

The Indian authorities, though they 
powerfully disagreed with what Maulvi 
Farooq stood for, knew he was a man they 
could deal with. As a student in the early 
1960s he led an agitation against the puppet 
administration the Indians had set up in 
Kashmir. In 1977, when India was ruled by 
the Janata party (whose lineal descendant, 
the Janata Dal, now rules in New Delhi un- 
der Mr Singh), the maulvi came to the con- 
clusion that India might not necessarily in- 
tend to cheat Kashmiris of their democratic 
tights. He joined in India’s debate about 
what to do with its only Muslim-majority 
state. His aim at the end was not that Kash- 
mir should join Pakistan, but that it should 
become an independent state on its own. 
With Islam behind him, nobody was so well 
placed to build consensus in Kashmir. 
^. The Srinagar killings have undone the 
Indian government's Kashmir policy, pro- 
viding the extreme secessionists with. their 
greatest piece of propaganda since January 
2lst, when police ac action igit a mob E 





longer periods. 













































ing a curfew turned passive hosti Ow 
New Delhi into a popular uprising. M 
than 200, 000 people attended the dead 
gyman's funeral. on  Tuesd ay 


agents of the governor, on orders. fri 
Indian gova ament she 









IS W ial ad nothing 
gain by kil ha Maulvi Farooq. Even 
rulers decided to do so, they would h 
have chosen to murder him on the very d; 
that they were talking about Kashmir to 
United States. — : 
| Many Indians are delka that, when 
Punjab is still boiling with hatred, thei 
country should have to endure yet more 
such terror. Mr V.P. Singh condemned the 
maulvi's murder in the strongest possible 
terms. Before parliament he read out a long 
list of names of respected, independent poli- 
ticians who had been killed in récent 
months. simply because they were potential 
focuses of dissent against the secessionists. 
From New Delhi it seems that the ter- 
rorists have been working to a design. Be- 
tween January and March, after the central 
government had decided to crack down on 
militancy in Kashmir, the militants gained a 
steady stream of martyrs. Hardly a day 
passed when they did not open fire onapo- 
lice picket, provoking return fire that killed 
bystanders who had done no harm. At the 
beginning of April the police and security 
forces changed their tactics. Curfew was im- 
posed for days on end, selected areas wen : 
rapidly surrounded and searched. 
These tactics put the militants on th 
run; more than 600 suspects were arrested 
in three weeks. The government came to b 
lieve that it was doing well. Over the si 
weeks that ended last Monday almost ni 
dinary people were killed. Tempers had 
gun to cool. On April 22nd the governme 
had started to lift the curfew, for longer 








By the time of Maulvi Farooq' sma 
life in the Kashmir valley seemed a 
normal. That event brought the crow 


chance to provoke mayhem once again 
governor's armed police, after weeks 
strain, accepted the challenge. The gov 
ment and people of Indis must pay the p 
of their massacre. ^. 

This week's events have put pai ; 
the time being, to hopes of.peace in: 
mir. The armies of India arid Pakista 
ways on the alert when Hindus and M 
clash there, turn their eyes uneasih 
border between the:two countries. 
news of the massacre arrived, it hai 



















dest e Useful help to both sides. 

< President George Bush's special envoy, 
Mr Robert Gates, had made it clear in New 
Delhi that day that his government had no 
wish to mediate between India and Pakistan, 


suring that the noop of the two countries 


y 'UST the emperor fall on his knees 
VA to apologise?’ Tempers flared 
ig Japanese politicians a few weeks ago 
| the South Korean government de- 
anded that Japan make a full apology for 
suffering it inflicted on Korea when it 
üpied the peninsula from 1910 to 1945. 
mpers flared more widely in Seoul when 
Japanese procrastinated. The South Ko- 
eans demanded that the bridal dress in a 
okyo museum, used when a Japanese prin- 
‘cess married the last prince of the Korean Yi 
dynasty in 1920, be handed back. There was 
ven talk that South Korea's President Roh 
Tae Woo might call off his planned visit to 
Tokyo, which duly began on May 24th, after 
long negotiations over the apology's terms. 
~~ On the eve of Mr Roh's departure for 
"Tokyo, the Japanese and South Korean flags 
were flying together from the lamp-posts 
along Seoul's main boulevard. Over the gate 
of the great Yi dynasty palace, Kyongbok- 
kung, burned to the ground by the Japanese 
1 the war of 1592-98, a sign politely pro- 
laimed Korean-Japanese friendship. Most 
Koreans, though, do not feel polite. Their 
capital bears the look and layout of Japan’s 
1910-45 occupation. (So does their superb 
education system, but Koreans give no 
hanks to Japan for starting their modernisa- 
tion.) The Koreans resisted their Japanese 
- occupiers more bitterly than any other 
\sians, and the occupation was harsh even 
y Imperial Japan's standards. 

- -Koreans constantly draw ar: ‘unflattering 
comparison between Germany's repentance 
or its wartime deeds and Japan’s. seeming 
lack of contrition. They have always sus- 
pected that when the Japanese. said sorry 
hey were really saying "sorry we lost". They 
ecall Mr Willy Brandt, tearfully kneeling i in 
e Warsaw ghetto, and the moving speech 
of West Germany's president, Mr Richard 
in Weizsäcker, on the 50th anniversary of 
e start of the second world war, asserting 
‘hat the past must not be forgotten — — 
Emperor Akihito, in his formal way, 












drafted by the cabinet and. delivered at a 
banquet this week i in Mr Roh’ s honour. Ko- 





period, he said, “were boob about b 
country”. For that, said the Ens er 
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but was prepared to offer its services in en- 


helps to say you're sorry 


M OUR: SPECIAL CORRESPONDENTS IM TOKYO AND SEOUL 


said just about as much in words carefully 


were pulled back f fom the borders, and Pie Uv 
 mained pulled back. He offered to share the 


information obtained by American spy sat- 
ellites, which by keeping both sides fully and 


accurately informed could avert the danger 


that either would try to steal a march on the 


other. Now America is back on the side- 
lines, and the Indians are grieving. 





















































feels the deepest regret. That was handsome. 
At another event Mr Toshiki Kaifu, the Jap- 
anese prime minister, similarly mentioned 
the "unbearable hardships and sorrows" 
caused by Japan. The Speaker apologised on 
behalf of the Japanese parliament, before 
Mr Roh addressed it. It would be grudging 
of the South Koreans not to accept all these 
carefully honed remarks as finally closing 
the book on their unhappy relationship 
with their former colonial masters. Much 
depends on the economic and political con- 
cessions Mr Roh can wring from his hosts. 

. There has already been progress on one 
painfully divisive issue: the treatment of de- 

scendants of the Korean  slave-labourers 
who were brought to Japan to work in the 
mines. To this day their Japanese-born chil- 
dren and grandchildren are treated as aliens, 
obliged to register with the authorities and 
be fingerprinted like criminals. A month 
ago the Japanese government agreed to ex- 
empt third-generation Korean residents 
from the odious fingerprinting. The govern- 
ment has yet to decide whether such resi- 
dents are fit to teach in public schools, or to 


Eire and eword isi the bad old dave. 






December to resolve ne remaining issues. 

Getting public concessions from Japan 
on such sensitive topics is necessary for Ko- 
rean pride—not to mention Mr Roh's 
standing in Korea. Privately, however, both 
governments agree that it is even more im- 
portant to solve some nasty little trade dis- 
putes that threaten to entangle Ásia's two 
leading industrial powers. Korea has run a 
current-account deficit with Japan every 
year since the early 1960s; Korea's trade 
minister, Mr Park Pil Soo, says it will be $5 
billion this year. 

. Korean electrical goods sold briskly in 
Japanese stores when the yen soared three or 
four years ago. They did so because they 
were cheap. No longer. South Korean man- 
ufacturers now pay nearly 4096 more in 
wages than they did two years ago. The Ko- 
rean won has risen 27% against the Japanese 
yen. Meanwhile Japan's exports to South 
Korea have been bounding ahead—up an- 
other 27% in the first quarter of this year. 

Mr Park wants more Japanese tech 
ogy. The Koreans have done well out of rel- 
tively low-tech products such as ships, crude 
steel, television sets and little tape recorders. 
Now they would like to sell smarter things 
like video-cassette players and luxury cars; 
but that requires technology the Japanese 
are reluctant to part with. The more South 
Korea tries to upgrade its industries, the 
greater the value of precision parts that have 
to be imported from Japan, and the wider 
the trade deficit. 

Echoing complaints from all over Asia, 
Mr Park says that Japanese companies not 
only refuse licences for advanced know-how; 
once the Koreans have laboriously devel- 
oped it for themselves, the Japanese slash 
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We've got the manufacturing 
expertise of the largest company 
ithe world behind us. And were 
waking full advantage of it. 

General Motors executives are 
working hand in hand with us at 
Hughes Aircraft C ompany, Offer- 
ing valuable insights into ways of 
continually improving our manu- 
facturing processes. 

In turn, they're benefiting 
fromour technological knowhow 
and from our industry's advanced 
engineering techniques. 


HUGHES HELPING GM 

In factory automation, were 
helping GM link all their systems 
electronically. So they can improve 
the interface between people, peo- 
pleand machines, and machines 
themselves. 

With our systems engineering 
-xperience, were showing GM the 
rt of simultaneously designing 
andengineering automotive prod- 
ucts. So they can make sure those 
. products are designed precisely 
i according to how they'll be manu- 





perfect partnership. 
benefit from GM 
id they benefit from our 
igh technology." 





Malcolm R. Currie 


Chairman of tbe Board & CEO 
Hugbes Aircraft Company 


factured, and any potential mod- 
ifications canbe made before they 
ever become a problem. 

GM automobiles are even 
beginning to incorporate Hughes 
technologies once reserved for 
high-speed aircraft. An example 
is the Head-Up Display (HUD), 
which projects information into 


the driver's field-of-view. Seemingly 


“floating” above the front bumper 
of the car is a continuous speed- 
ometer reading, as well as turn sig- 
nals and high beams, as required. 
With HUD, drivers can always 
keep their eyes on the road. 

GM HELPING HUGHES 

In turn, GM is showing us 
how to improve process flow. One 
example is reducing the distance 
parts have to travel for assembly, 
cutting production time and costs. 

GM is also helping us cut costs 
through penny-wise cost con- 
sciousness. And now were begin- 
ning to calculate production costs 


down to the very last penny, and 


become more cost-efficient. 
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time to customers, while n f 


costs by eliminating non- 
added tasks. 
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ciently and affordably. | 
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worlds through technolo, 





DON DOCKLANDS? 
THEY STEP OUT 


Move into London Docklands and you enter 
another way of life. In your cward- winning 
warehouse conversion - or buff- brick family 
house - you'll be on the threshold of London's 
best-kept secrets. 

Brasseries that could be the ervy of Paris [on 
both the right and the left banks of the Thames}. 
if you prefer dim sum, forget the West 
End and point your rickshaw to Limehouse, 


London's original Chinatown. You'll shop in 
historic, listed buildings and sail from bustling 
yachting marinas. 

There are wine bars as modish as any in 
Manhattan. And taverns once frequented by 
Captain Cook or Lord Nelson. With 55 miles 
of waterfront, London Docklands is a natural 
centre for water sports, (and most other 
kinds of sport). : 


But the more you look, the 
greater the surprises. Such 
as the dry ski slope. Riding just a canter away 
from the City. And even three farms. 
Call London Docklands on the number below 
and we'll put a wealth of information through 
your letter box. It could easily persuade you to 


move your own front door 
LONDON DOCKLANDS 0800 678910 





their prices to undercut the new competi- 
tors. Mr Park plans to ask the Japanese gov- 
ernment for "administrative guidance" to 
stop this. As Korean wages rise, he particu- 
larly wants help from Japan to automate Ko- 
reas many small and medium-sized fac- 
tories. He also has an eye on advanced 
Japanese know-how in computers, electron- 
ics and biotechnology. The Japanese are 
likely to offer no more than a few hundred 
automation experts, plus training in Japan 
for a few thousand Korean engineers. 

These squabbles make the geopoliti- 
cians among Mr Roh's advisers look ner- 
vously at their watches. They think the 
centrepiece of his visit should be some hard 
thinking about the power balance in East 
Asia, if the Gorbachev revolution at last 
turns towards the Pacific. Mr Lee Hong 
Koo, President Roh's main political adviser, 
says he thinks this will happen soon—in the 
second half of this year, once Mr Gorbachev 
has his party congress out of the way and 
gets ready to visit Tokyo early next year. 

If that happens, will the Asians be 

ady? Their continent contains more coun- 

tries than Europe, far more people, and 
many more unstable governments. It has 
nothing like the European Community and 
NATO to help keep things in order. The end 
of the cold war in Asia is likely to prove far 
more complicated than in Europe. That is 
especially so for the Koreans, on whose 
small, divided peninsula the interests of the 
two big regional powers, China and Japan, 
cross paths with those of the superpowers. 
Many Koreans think it is essential for their 
country to begin working out with Japan 
some way of responding to these changes. 

For Japan, even more is at stake. A Japa- 
nese diplomat in Seoul says that other 
Asians are going to wonder how, if it cannot 
get things right with its closest neighbour, 
Japan will ever manage to lead the region as 
a whole. It is a good question. For that kind 
of success, Japan will have to show generos- 
ity, breadth of interest and openness to the 

inds passing through the outside 

world—qualities even its friends have never 
counted among its strengths. If Emperor 
Akihito's words on Thursday night were 
generous enough for the Koreans, a lot of 
people everywhere will be reassured that Ja- 
pan is at last trying to fit itself for a new role 
in a new world. 





Thailand's drugs war 


Hooked 


FROM A CORRESPONDENT IN BANGKOK 


F YOU are going to America, you need to 
know where you stand on the matter of 
drugs. General Chatichai Choonhavan, 
Thailand's prime minister, is getting ready 
for a visit to the United States next month. 
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Khun Sa’s the one in the smart uniform 


Suddenly his government is pushing new 
measures to stem the flow of opium and its 
derivative, heroin, through his country 
from the Golden Triangle. The general 
hopes that Thailand's parliament will put 
two long-considered anti-narcotics bills on 
the statute book. 

Some think this flurry of activity may be 
a response to Americans’ complaints about 
what they claim are unfair Thai trading 
practices. General Chatichai insists that his 
government would not use narcotics as a 
bargaining chip; but, according to Thai 
newpapers, he has already said that he 
hopes American sympathy for his action on 
drugs will win a five-year delay in America's 
demands for effective Thai copyright-pro- 
tection laws. The anti-drugs people do not 
care about that. They believe they may now 
get the legal weapons they need more than 
ever before. 

The poppies that flower across Burma's 
ungoverned north-east may this year have 
yielded, by American estimates, some 2,500 
tons of opium. That is double the amount 
two years ago, and around four times what 
was produced at the start of the 1980s. Since 
1988 the Burmese government, busy keep- 
ing itself in power against the country's 
would-be democrats, has stopped doing any- 
thing at all against the drugs trade. Another 
300 tons of opium may come from Laos, 
where the government (helped by the 
United States and the United Nations) is 
only now starting anti-drugs programmes. 
Some Americans suspect senior Burmese 
and Laotian officials of being involved in 
the trade; and, as Mr Melvin Levitsky, 
America's assistant secretary for interna- 
tional narcotics affairs, told Congress in 
March, "corruption poses a significant 
problem in Thai enforcement efforts.” 

The heroin derived from this opium is 
now flowing into the veins of addicts in the 





West. South-East Asian heroin used to ac- 
count for about a fifth of consumption in 
New York; it now represents 80-8596 of 
what the police are finding. The purity, as 
well as the quantity, is rising, meaning more 
overdoses and heroin-related casualties. The 
American ambassador in Thailand, Mr 
Daniel O'Donohue, complained last De- 
cember that “we are losing, not winning, the 
war against narcotics in South-East Asia." 

That same month a grand jury in the 
United States indicted, in his absence, the 
Golden Triangle's most notorious drug 
kingpin, Mr Khun Sa, for trying to smuggle 
some 1,500 kilograms of heroin into Amer- 
ica between 1986 and 1988. But drugs 
agents in Thailand have no illusion that the 
indictment makes any practical difference to 
the heroin business. Mr Khun Sa is said to 
be worried that the Americans may try to 
snatch him, as they have snatched drugs 
dealers in Latin America; he has probably 
stepped up his security. Thai officials, sensi- 
tive about sovereignty, say they are appalled 
at the idea of such a raid. Anyway, the flow 
of drugs continues to increase. 

In the first quarter of 1990 Thai and 
western agents seized some 450 kilos of her- 
oin; they took 718 kilos in the whole of last 
year. Nigerians—or people holding Nige- 
rian passports—are known to be persistent 
couriers. They are regularly picked up after 
collecting heroin from what the agencies say 
are often the same sources, often hiding the 
drug inside themselves in condoms before 
going through customs. The seizures seem 
to have made no impact on the market. Re- 
tail prices for Thai consumers have not 
shifted significantly, wholesale prices for big 
overseas buyers have fallen. 

Agents welcome a Thai bill providing 
for forfeiture of drug-derived assets, and for 
prosecution on the basis of conspiracy; so 
far it has been impossible to prosecute any- 
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"ugs agent thinks kr “the single r T 
tant development in. be anti-narcotics 
fort in this country”. Results will not come 
ernight. Their policemen. will have to 





3 vulp project in Indo- 


ng on nthe | penu ‘From the European 
mmunity comes a harsher threat: the EC 
ems willing to: toy with a limit on imports 
tropical hardwood ! 
-The timber trade has hired new lobby- 
ists to argue that limits on hardwood im- 
ports would be just another form of protec- 
tionism designed to keep the poor world 
poor. The Malaysian government commis- 
zoned an independent report on logging in 
‘its state of Sarawak, for the meeting of the 
International Timber Trade Organisation 
which ended on May 22nd. 
_ The mission was led by the Earl of 
‘Cranbrook, an Englishman who began 
‘studying bats in Borneo some 30 years ago 
and knows almost everything about South- 
‘ast Asian flora and fauna. In Malaysia, he 
“says, they hold criticisms of their logging 
policy “to be misrepresentation at best, if 
not downright subversion.” 
© In 1989 world sales of tropical hard- 
jood were worth $7 billion, and Indonesia 
ind Malaysia earned almost three-quarters 
that. Greens complain that much of the 
od ends up as chopsticks or concrete- 
buttering. The loggers reply that things are 
roving in the right direction, and exports 
logs are being discouraged. In fact this 
merely means that their governments want 
e timber to be processed on the spot. In- 





vood businesses, banned the export of 
vole logs in 1985; Malaysia is trying to 
ike its states of f Borneo, $ Sagah and Sara 


‘permanent! via >g A b 


nks about 1m of those | ie’ x 











: ealevy on felled timber, Mant h J j 
r tation. Sabah and Sarawak—like 


“hailand and the Philippines already—may 
have Dese no virgin forest left by the 
: tury. Lord rand s re 


m | about financial inve. And UR 
< them are usually short, giving the holder no 
incentive to conserve resources. Govern- 


, the greens were- 


nesia, to encourage its furniture and ply- 


exact opposite. It says the con- 


on vation z bodies. Underpaid. dores 
rats tend | to under-report logging. Timber 


. magnates pay small sums to the officers, and 
-evade quotas, levies and rules. 


“In Indonesia and Malaysia the state 
owns the forests. Concessions to exploit 


ments might auction concessions with a re- 
serve. price that reflects the cost of replant- 
ing; but that is pie in the sky. Concessions 


are important for political alliances. 


In Indonesia, for example, Mr 
Mohamed "Bob" Hasan, shares with the 


 armya stake in several large concessions; he 


is an intimate of President Suharto. Rela- 


agnates of East / i tions and political allies of Mr Tan Sri Taib, 
SI Cx E when Scott Pa- u 


is Sarawak' s chief minister since 1981, hold 
company, pulled out ofa — 


concessions to 1.6m hectares of the state’s 
. 9.4m forested hectares. A ban on imports of 


tropical timber, notes Lord Cranbrook’s re- 
port, would “amount to a declaration by the 
governments of the importing countries 
that they did not accept the Malaysian gov- 
ernment’s version of the situation”. Quite. 





Hongkong 
Little white lies 


OES Britain, with its three Royal Navy 

patrol craft and one hundred Royal 
Hongkong Police launches, still rule the 
dirty waves around its colony of Hongkong? 
Clearly not. Since 1988 China’s armed ves- 
sels have “strayed” into Hongkong waters 
on at least 82 occasions and "sought to exer- 
cise jurisdiction”, as a Hongkong govern- 
ment spokesman delicately puts it. On the 
last known occasion, in the early hours of 
May 3rd, uniformed Chinese security off 
cers pointed a gun at a Hongkong police of- 
ficer and sailed from Hongkong waters back 
to China. They took with them three smug- 
gled Mercedes cars, two undercover Hong- 
kong policemen and five Hongkong sailors. 

That, at least, is the colony's version of 
events, backed up by police photographs. Its 
gist is that a Hongkong police "sting" 
caught Chinese communist of- 
ficials up to illegal capitalist 
tricks. The further implication 
is that the cars were destined 
for well-placed officials in 
southern China. 

China's  version—which 
reads less credibly, and has 
some rather uninformative 
photographs—maintains the 


frontation took place in Chi- 
nese waters and adds that 
"people have reason to specu- 
late that the car-smuggling ac-. 









policemen v were iekeas within hours. T "he 
cars and the sailors (hired by the Hongkong 
police along with the craft carrying the 


Mercedes cars) were still in Chinese custody 


three weeks later. 
-All this cannot have surprised either 


side. Hongkong fishermen-turned-traders 


have been smuggling electrical goods, alco- 
hol and cigarettes into China for years; 
Hongkong triads co-operate with mainland 
criminals to steal cars in the colony to the 
specific order of mainland customers. A 
smuggler who invests in three or four out- 
board motors for a fibreglass hull can escape 
the fastest police patrol craft. None of this 
matters much to Hongkong, a free port; nor 
does it offend the Chinese officials who get 
their cut of the business. 

What is surprising is the refusal by 
Xinhua, the New China News Agency that 
acts as China's quasi-embassy in Hongkong, 
to find an explanation that would save face 
for both sides—even though Hongkong’ 
marine police commander, Mr John M 
Donald, says he is willing to tell “a little 
white lie” and accept that the Chinese 
smugglers may have been wearing uniforms 
to which they were not entitled. Indeed, 
Xinhua officials in Hongkong accuse the 
colony's government of deliberately "dis- 
torting the facts". Why the reluctance to 
compromise? 

The plausible explanations are depress- 
ing. Perhaps Xinhua is reflecting China's 
anger at presumptuous British initiatives 
such as a Bill of Rights for Hongkong and a 
British nationality package for some of its 
people. Or perhaps Xinhua officials are try- 
ing over-zealously to demonstrate their loy- 
alty to the party line in Beijing. That loyalty 
has been suspect ever since Xinhua officials 
in Hongkong supported the student protest- 
ers of Tiananmen Square. It is now. even 
more suspect after the “unauthorised” de- 
parture from China to America of the man 
who then represented Xinhua in Hongkor 
Mr Xu Jiatun. Either way, it looks depre.. 
ingly as if Beijing's writ runs at least as pow- 
erfully in Hongkong as Westminster's, a full 
seven years before Hongkong officially re- 
verts to China's sovereign care. 
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Ises 1990 analyses and compares 
isadvantages s of the major players on 


Tax Havens and 
the advantages 
the tax haven stage. 









This special report i identifies: 


> essentials of a tax haven — reviews the fiscal, political 
and geographical characteristics required to make 
countries qualify as tax havens 

P choice of havens — describes the comparative 


advantages of a number of havens for particular types — 


of investor 
p uses for companies — reviews the offshore banking 
industry, offshore funds, captive insurance, shipping 
companies and free ports 
$ pros and cons for emigrants — PE A the fiscal 
and financial hurdles to be overcome, retirement and 
other incentives offered by leading havens 
P fiscal authorities'countermeasures — investigates the 
cat and mouse relationship between haven seekers and 
fiscal authorities 
> what tax havens offer — analyses the jalina 
background and tax advantages of twelve leading 
havens. Gives insights into cultural nuances and 
general que of life 


din the UR under me D lata s Prater non. Ait 3884. Saree 


_THE ECONOMIST MAY 26 1990 





cia eiae du oia dr t e e NE argen a dx remm 


aec eto A E eae RR Tti aei rata ht Rn ae eh Po gnam teri erret a ah ta ertt Herr iim Prin Hm tienen tenens 


a EAA Aa AAN ANEA AAEE AN iE A ATEAN EE ERR ME TNA AE PORER EOIR EA IE OIE E E ERLEEN 














ordinary “ 


Total profit Meise extraor- 


dinary items rose. from 


BEF 18.2 billion* in 1988 to. 
-BEF 32,5 billion in 1989. 


Generale accounts for 


. BEF 9.1 billion of this profit 
after tax: | 


The Group's net consolida- 
ted profit for 1989 stands at 


BEF 20.1 billion, which in- 


cludes BEF 3.3 billion due 
to extraordinary items. o 


With effect from 19898 the 


Generale Group's consoli- 


.. dated accounts have been 
P based: on. European and 






al. accounting 





accepted 
1988 accounts have been 
restated according to the 
same international accoun- 
ting principles for compari- 


_ Son purposes. 

“In 1988. we established a 
clear objective for the Ge- 
nerale Group: to turn itinto- 

a Belgian centre of indus- . - 


trial excellence with a` 





European vocation. l rules. » 
If you wish tc receive a a cop’ of the 1989 Annual i Re 
please return’ the reply coupon: to: 





SOCIETE GEN IERALE DE E BELGIQUE 


Service Communk 
Rue Royale 30. 
B-1000 BRUSSELS - 





REPORT 1989 


The Annual General Meeting held on 16 May 1990 
approved the accounts for the 1989 financial yea 
and the payment of.a net.dividend of BEF 84° on 

jarts de réserve" shares, BEF 60° on partly 
paid up. shares and BEF 101° on AFV shares. 


. objective could be transla 
ted into reality by motiva- 


ter than the Group's pre- 
vious best performance. 3 
. Our strategic repositioning 


principles. and audited in- 
accordance with generally - 


"Standards. The sustain a satisfactory level — 


rale's Chief Executive uu 


after the June 1! 89 ‘Share 





















































1989 provided us with an: 
opportunity to see how thi: 


ting and directing people at: 
all levels who are responsi- 
ble for the Group's deve-: 
lopment. Our actions, cou- - 
pled with the favourable . 
economic climate, helped. 
us achieve a consolidated- 
net profit three times grea-- 


has begun to affect many of 
the sectors. in. which we 
operate and. will enable us .' 
to continue our growth and 


of profitability", -stated 
Hervé de Carmoy, Gene-. 


Cer. 
i T E T 


split (2 old shares. exchan 
ged for 3 new ones). 


** Figures restated in. 
with the new. consolida 
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Vietnam 


Ho, Ho, a hundred 


FROM OUR SPECIAL CORRESPONDENT IN VIETNAM 


HE crooner in gold lamé, with tinselled 

ruffles and matching elbow-length 
gloves, could have come from any of the 
world’s sleazier nightspots. Last weekend 
she was in Hanoi's national assembly, belt- 
ing out "Ho, Ho, Ho Chi Minh" to a rock 
beat. A day earlier, on the same stage, Viet- 
nam's party boss, Mr Nguyen Van Linh, in 
saber safari suit, was telling a similar audi- 
ence of local and foreign dignitaries that 
“Marxism-Leninism crystallises the intellec- 
tual quintessence of mankind." 

Both faces of Ho Chi Minh's 100th 
birthday party are fair reflections of today's 
Vietnam. Hanoi, whose national hero is one 
ofthe last undenounced Communist revolu- 
tienaries, is also one of the last producers of 
Marxist boilerplate. Where else can you still 
hear warnings about insidious ccunter-revo- 
lurionary schemes of warlike and reaction- 
ary forces? Yet orthodoxy has been tem- 
pre with realism, and the sayings of Uncle 

are these days less talismans than tools 
tc: justify deviations from the master's path. 

One of Vietnam's living legends, Gen- 
eral Vo Nguyen Giap, notes, for example, 
that in the 1920s Ho was an admirer of Le- 
nin's New Economic Policy and always in- 
tended to adopt something like it in postwar 
Vietnam. Ho's heirs have gone a lot further 
in-sanctioning the free-wheeling free enter- 
prise that explodes on every curbside, along 
with local expressions of capitalist culture 
from official pop-kitsch to disco dancing 
and porn-video parlours. 

Government constraints are less of a 
preblem for Vietnam's fledgling private sec- 
tor these days than the absence of laws and 
regulations. One result has been a savings- 
and-loan crisis, Vietnam-style. A year ago, 
when the government raised interest rates 
fo squeeze out inflation, some 350 small 
credit co-operatives sprang up to tap the 
fresh savings. Two-thirds of them were li- 
censed, none was insured. So when one of 
their bosses, a banker in Ho Chi Minh City 
(Saigon), absconded with his deposits some 
weeks ago, he set off a run on the mini- 
banks and the collapse of most of them. The 
government has since moved in to inspect 
and relicense the co-ops, but depositors 
have been left with unredeemable receipts. 

A similar anarchy prevails in the formal 
banking sector where yet another scandal is 
abeut to be unveiled. The mF has been nurs- 
inga restructuring of the banking system, to 
channel domestic savings more efficiently 
into productive investment. Foreign bank- 
ers and investors have been trying to con- 
eentrate Vietnamese minds on the urgency 
of getting their banks in order and devising 
a framework of commercial law before for- 
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eign funds start flowing in. A Vietnamese 
economist remarked that we know we need 
regulations, but we can't convince our peo- 
ple. They think we're just bookish scholars 
and that everything is going well. 

Politically, this has been a nervous 
spring, partly because of the lingering effect 
of the convulsions in Eastern Europe. A Po- 
litburo member who gave warning that 
Vietnam could go the same route unless it 
liberalised was dumped at a party plenum in 
March. Since then publishers of controver- 
sial books have been ordered to shut and 
some dozens of people, including a Roman 
Catholic priest, are said to have been picked 
up by police in Saigon, to pre-empt public 
disaffection around April 30th, the 15th 
anniversary of the fall of the city. 

In the event, the former capital of South 





Vietnam stayed duly preoccupied with mon- 
eymaking over the holiday, though a visitor 
to the city spotted some anti-communist 
leaflets and graffiti. Officials claim that Viet- 
namese émigrés are sending money and pro- 
paganda in an attempt to incite unrest. Lo- 
cal observers see no stirrings of dissidence. 
Political change, if it happens at all, is ex- 
pected to be initiated from above, and not 
before next year’s party congress. 

The one area of active political change 
at the moment is foreign policy. Vietnam 
sees itself as offering olive branches in all di- 
rections, particularly to China and the 
United States. Earlier this month a deputy 
foreign minister took the traditional tribute- 
bearing route to Beijing, where he assured 
the sceptical Chinese that Vietnam is ready 
for international verification of its troop 
withdrawal from Cambodia and is publicly 


committed never to return. But differences 
remain, with both China and the United 
States, over the form of an interim Cambo- 
dian government, over the feasibility of dis- 
arming the rival armies and over a cut-off of 
foreign military aid. “We only raised mod- 
estly our wish for a moratorium on military 
aid," a Vietnamese minister explained, “but 
it seems that China would like to leave it 
open." The debate will continue. 

Vietnam's approach to China these 
days is a combination of public humility and 
private pride. “We would never fire on our 
own people," exclaimed a Saigon politician, 
outraged by an implied political parallel 
with Beijing. But Vietnam is determined to 
widen the unofficial cross-border trade that 
has filled its shops with goods and brought 
new prosperity to deprived border regions. 
Economists speak about reopening rail links 
across China to the Soviet Union and East- 
ern Europe. Politicians have set their sights 
on a symbolic border-crossing by Vietnam- 
ese teams en route to the Asian games in 
Beijing in September. 

China is an interest for Vietnam. Amer- 
ica is an obsession. Official Vietnamese feel 
both betrayed and incredulous that Ameri- 
cans now appear less willing to embrace and 
make up than even their hostile neighbours 
in Beijing. Their response has been one car- 
rot, one stick and one sticking point. Viet- 
nam refuses to push aside Hun Sen, the 
prime minister it installed in Cambodia, in 
the run-up to UN-supervised elections. "If 
somebody asked President Bush to step 
down before the end of his term, what 
would he say?” asked a senior official. 

The carrot, confirmed after months of 
rumours, by Mr Linh, the party boss, in an 
interview with Japanese television on May 
2nd, is that Vietnam will indeed open the 
Americans’ former naval base at Camranh 
Bay to American and other foreign ships, 
once relations are normalised. The threat, 
issued at lower levels and decibels, was that 
Vietnam will put up for bids the four o" 
concessions it had been reserving for Amer 
can companies, unless it gets promises of 
prospecting soon. Under American law, no 
such promises can be forthcoming until the 
diplomatic logjam is broken. 

There is little optimism in Hanoi that 
this will happen soon and little reason in 
Washington to justify any such hopes. But 
some Vietnamese, looking beyond the 15- 
year-long impasse, see a new strategic power- 
balancing act in East Asia, in which one for- 
mer enemy, the United States, counters the 
weight of two sometime allies, in Moscow 
and Beijing. "Discount our anti-American 
rhetoric," advises the editor of a foreign- 
ministry magazine. "Things are developing 
in the right direction." Let's not forget, Ho 
Chi Minh offered Camranh Bay to Ameri- 
can warships, for much the same reason, in 


1945. 
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Anything but oil 


HOUSTON 


HE world is not running out of oil but 
America is. Consumption and depen- 
dence on imports will both soon pass the 
peaks they reached in 1976. Oil accounted 
for perhaps 4096 of the trade deficit in 1989. 
Lobbyists representing everything from con- 
servation to nuclear power are happily pre- 
dicting a new energy crisis in the 1990s. On 
eurrent trends, America will have to buy 
'arly two-thirds of its oil from abroad by 
the end of the century. 

There is little it can do to boost domes- 
tic production. Opening the Arctic Na- 
tional Wildlife Refuge i in Alaska would help 
a little. But this is most unlikely to pass po- 
litical muster after the wreck of the Exxon 
Valdez. That catastrophe also looms over 
President George Bush’s imminent decision 
on whether to sell offshore oil-exploration 
leases in California and Florida. Although 
offshore rigs have a relatively good pollution 
record (blowouts account for 2% of water 
pollution, tankers for 45%), offshore drill- 
ing is deeply unpopular. Mr Bush, the politi- 
cian, is unlikely to authorise it, except in a 
few small areas. 

Onshore, new oil discoveries will proba- 
bly never again keep pace with consump- 
tion: production is falling by about 696 a 
year. Yet the oil industry in Texas is boom- 
ing again, for the first time since the great 
' ust of 1986. The rig count is up, towns like 

earsall in south Texas are crazy with specu- 
lators and wildcatters. Companies are out- 


Energy consumption, 1989 
by source 
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1973 75 77 79 81 83 85 87 89 
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bidding each other to move roughnecks 
from one rig to another. "We're as busy as 
we've ever been," says one oil executive. 
But get a group of them around a table 
in Houston and you will hear little opti- 
mism. Why? One reason is simple enough: 
America's remaining reserves of oil are ex- 
pensive to extract, and not getting cheaper. 
Mr Bill Hargett of North Central Oil ex- 
plains that the reason for Pearsall’s boom is 
technological, just as the reason for Texas's 
first oil boom in 1901 was geological: after 
the discovery of Spindletop, everybody sud- 
denly realised that salt domes were good 
places to look for oil. Pearsall sits on the 
Austin Chalk formation, in which the oil 
hides in vertical cracks. To intercept vertical 
cracks you need to be able to drill horizon- 
tally and the technology to do that is 
new—and 11/2 times as expensive as the old. 
America simply does not have the un- 
tapped reserves left to exploit. In Saudi Ara- 
bia fields regarded as too small to exploit 
would dwarf the biggest fields in Texas. The 
only way for a Texas exploration company 
to grow, says Mr Joel Empie of Union Texas, 
is to go abroad. Houston, like Detroit, is the 
victim of cheaper foreign competition— 
with the difference that there is nothing it 
can do about it. Not even if prices recover to 
$30 a barrel? Last time, says Mr George 
Alcorn of Alcorn Exploration, it was not 
$30 a barrel that caused a speculative land 
boom in Texas, it was the promise of $75 a 
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Roughnecks in demand 


$ 
barrel. This time, he predicts, the Saudis will 
keep oil prices low enough to discourage al- 
ternative energies. Between a stagnant p le 
and inflating costs, exploration companies. 
see only a squeeze ahead. - 
Now, let's talk about gas Y | 
Mention gas to such people and a different 
glint appears in their eyes. The gas industry 
could be poised on the brink of its ow m 
boom. Demand has grown by about ede in 
each of the past three years and has passed 
industrial oil demand for the first time. Sup- 
ply is keeping pace. In 1989 newly discov- 
ered reserves approximately matched pro- 
duction, despite a low rig count—in mark 
contrast to the oil picture. Nearly as mar Y 
gas wells were drilled as oil wells in 1989 
compared with half as many in 1987. 
There are huge reserves of gas in the 
Arkoma basin in Arkansas and Oklahoma, 
in the Tide Formation in New Mexico and 
in pockets throughout coal seams in thi 
Rocky Mountains. They are all waiting fc 
better price. One-quarter of proven rese rv a 
of gas are offshore: the Fete ar- 
gument is increasingly about gas, n es- 
pecially off North Carolina, ] 
The price of gas is as low as it was in 
1986. Next winter the "bubble" betw i" 
production capability and actual production 
that has held down prices (“more like a s 
sage than a bubble," says one frustrated ga 
driller) is supposed, at last, to d 
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E Math Wh un Oe i quickly bring 
another glut. America can easily satisfy its 
be demand hem looking to the Middle 


last year, most of the rest 
€ key to a gas boom is 


ar more efficient at gener- 
an steam ones: about 46- 


witi : 32-34% in a coal fired 
(Ge iS isa uires source e of 


le. So why ano t it? Apart odi the 
ve ion costs, there are disadvantages to 
The principal one is unreliability. In a 
ld winter the pipelines are sometimes only 
xarely able to supply the market. Last De- 
ember i it was so > told i in Texas that some gas 


























California’ S economy 


Gann control 


.S THE federal government ponders the 
A equation between tax increases and 
ters’ tolerance, California will be provid- 
hg an answer of sorts on June 5th. The state 
; having yet another stab at sorting out its 
elf-imposed fiscal difficulties. As usual the 
Patleground will be a ballot proposition. 
Bu approved, Proposition 111 will double 
he state's 9-cent petrol tax over five years 
nd ease the constitutional limit on state 
ending imposed by a 1979 ballot proposi- 
ion named after its sponsor, the late Paul 
jann. A companion bond issue would raise 
| billion for railways and commuter trains. 
ether with two more bond issues sched- 
led for the next two years, the package is 
art of a ten-year, $18.5 billion transport 
in to ease California’s frightful traffic con- 
tion and fix its crumbling roads. 
_Just three years ago California was so 
sh with money that the curb on spending 
orced the state to hand $1 billion back to 
je taxpayers. Now, just when voters are be- 
ng asked to give the state some leeway in 
nding, revenues, growing at an otherwise 
enviable 796, are not going to be enough to 
neet existing spending, whieh i is growing at 
Mr George Deukm eiian, iie state gover- 
ior, does not want to retire at the end of 
A s year leaving | a deficit behind him. He in- 








In theory that will come. 


wells in the Gulf of Mexico almost froze. — 
There are two other things America can 


do to reduce its reliance on foreign oil. One 
is to improve energy efficiency. If America 
were to double the average miles-per-gallon 
it expects from cars, or double petrol prices 
to encourage conservation, it could cut for- 
eign oil’s proportion of consumption, for a 
while, to the levels of the early 1980s. The 
other is to look for other fuels for cars. 
Methanol, made from natural gas and water, 
is the only clean fuel that could compete fi- 
nancially today with petrol. 

This week the House of Represen- 
tatives, debating its own version of the 
Clean Air bill, came out with a similar pro- 
posal to the Senate's: that "reformulated 
gasoline", probably containing ethanol, 
would become a mandatory replacement for 
petrol in the nine most polluted cities. The 
oil industry has spent $1m in the past few 
months fighting this. Whether methanol or 
ethanol made from corn wins, there is little 
doubt that oil's contribution to each gallon 
of petrol will shrink by the end of the de- 
cade. The environmentalists are doing as 
much to head off an oil crunch by encourag- 
ing clean fuel as they are to make it worse by 
opposing offshore exploration. 


sists that the state will end the current fiscal 
year on June 30th in surplus, with some 
$86m remaining in a special reserve fund. 
But this masks some unpaid bills and post- 
poned spending. State health officials said 
recently that they cannot pay Medi-Cal doc- 
tors, hospitals and nursing homes on June 
1st; payment of $306m in other outstanding 
bills owed by the state has been delayed; the 
governor has asked state agencies not to 
make any new purchases and to cut travel, 
contracts and hiring. 








Taxes? What taxes? 





“A le proble looms next yeat. Mr 
Deukmejian said on May 18th that, without 
severe cuts, next year's revenue shortfall 
could be $3.6 billion. He proposes to lower 
this by stopping cost-of-living increases for 
the blind, handicapped and elderly on wel- 
fare and by cancelling a 596 pay rise for state 
employees. Tax increases are clearly another 
way out. But Mr Deukmejian is a no-new- 
taxes man and most state legislators are wait- 


ing until after the petrol-tax vote to gauge 


the public's opinion. Mr John Van de 
Kamp, a leading Democratic candidate for 
governor, has suggested a tax-the-rich 
programme. 

Some of the shortfall in income-tax and 
corporate-tax revenues is blamed on reduc- 
tions in national defence spending. Lock- 
heed is firing 4,000 southern Californian 
workers and moving part of its operations to 
Georgia, where costs are lower; Douglas Air- 
craft has announced it will shed 3,000 aero- 
space jobs in Los Angeles; Aerojet, a defen-~ 
and space-exploration contractor, is redt 
ing its payroll in Sacramento. About $1 bil- 
lion of next year's projected shortfall may 
come from defence cuts. 

But most of the gap between revenue 
and spending stems from California's grow- 
ing population and the demands this makes 
on state programmes with automatic cost-of- 
living increases. (As much as 90% of state 
spending is mandated by federal or state law 
and based on population.) The state grew by 
5.3m people in the 1980s; last year alone it 
grew by about 750,000. Some 20,000 more 
children showed up in classrooms, at an ad- 
ditional cost of $100m. The prison popula- 
tion has rocketed, and so have health-care 
costs. Mr Deukmejian has said that the state 
needs "structural, fundamental budget re- 
form". 

The money raised by the petrol tax can 
be spent only on transport. But it would be 
exempt from Gann spending limits. The 
Gann rules would also be relaxed for son 
capital expenditures and for spending c.. 
emergencies. 

More important in the long run, the 
proposition would also change the formula 
by which the Gann spending limits are cal- 
culated: it would continue to allow spending 
increases in line with population growth, 
but would also allow increases in line with 
rises in income per head. This is said to be 
fairer and would allow more spending in 
years of surplus. 

Politicians throughout America are 
watching to see if California's voters will go 
along with the tax increase. Several state leg- 
islatures have raised petrol taxes recently, 
only to have the increases rejected in ref- 
erendums. But no sampling of taxpayer sen- 
timent has been held for years on a scale 
that equals 6m Californians voting “yes” 
"no" to a tax increase that will affect virtu- 
ally every one of them. 
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Pan Am and Trump 


Shuttling alon 





OR most businessmen, t 
Boston and New | 
Pan Am or Trum 
for sale, and for the sa 











Stel Yes last year, pre- 
dicted gross sales of $202m for its first 12 
months. The Pan Am Shuttle is one of the 
airline’s few profitable subsidiaries: along 
with the feeder-service Pan Am Express and 
some other small operations, it provided an 
operating profit of $21.6m in 1989. 

But both Pan Am and Mr Donald 
Trump need cash. Mr Trump is selling assets 
in what his critics suggest is something of a 
distress sale. Last August a spokesman said 
that the company would have to pay $28m a 

ar to service Mr Trump's debt on the shut- 
„> (Forbes magazine says the payment is 
closer to $40m). 

Pan Am, which has not shown an an- 
nual profit from operations since 1981, has 
been seeking takeover or partnership bids. 
Its main operation, Pan American World 
Airways, lost $328m last year; the company 
as a whole lost nearly $337m. Customer 





WASHINGTON, DC 


UDGET summits follow a peculiar 
ritual, much of it seemingly de- 
signed to avoid an agreement. For a start 
there are too many people. Around 25 
attended the first meeting this year at the 
White House, although the number had 
shrunk by the time the third meeting was 
held on Capitol Hill on May 22nd. Some 
of the participants may have been there 
just to keep an eye on the others. Mr 
John Sununu, the White House chief-of- 
staff, is a new presence this year, perhaps 
to ensure that the budget director, Mr 
Richard Darman, does not give away 
President Bush's tax-pledge too easily. 
The press makes things harder. Hun- 
dreds of reporters stake out every meet- 
ing, either on the White House lawn or 
in a congressional corridor. Summiteers 
dutifully step to the microphone with in- 
stant comments at the close of every ses- 
sion. This ensures that the needed con- 
cessions are even harder to make. 

_ Some new comedy features have been 
added to this year's merry-go-round. 
One came on May 16th, when Mr Bush 
refused to explain how big the deficit 

was, or how he proposed to tackle it, on 
the grounds that he did not want to up- 












confidence was shaken after terrorists blew 
up one of its aircraft over Lockerbie, Scot- 
land. But Pan Am has other difficulties. It 
sold off its potentially profitable Asian 
routes some years ago, it lacks a good domes- 
tic network, and it is too dependent on the 


seasonal Atlantic routes. 


_ The company now hopes that the shut- 
tle, which it bought from New York Air in 


1986, will provide cash to improve its trans- 


Sit comfortably and relax 


set financial markets. Like an airline pi- 
lot telling the passengers that there is no 
cause for alarm, he thereby upset the fi- 
nancial markets. 

Another little joke was the 
summiteers' statesmanlike agreement 
that they must be careful not to cut the 
1991 deficit too sharply, which they de- 
fined as more than $60 billion (nearly 
three times as much as they have ever 
managed to cut before). The deficit could 


-in theory be cut too fast—but, as one 
. senator commented, you could in theory 


be eaten alive by piranha fish in the Poto- 
mac river. | 

This year's numbers are, admittedly, 
hazier than usual. The Office of Manage- 
ment and Budget (oms) puts the fiscal 
1991 deficit, excluding the thrift bail 
out, at $123 billion-138 billion; the Con- 
gressional Budget Office (cBo) at $149 


billion-159 billion. On May 22nd the 


OMB said it now expected the 1991 cost 
of the thrift bail-out to be $61 billion. 


The Treasury, unembarrassed at having 


- hugely under-estimated the cost last year, 


will go cap-in-hand to Congress for more 
borrowing authority. 
All sides agree that the thrift money 


cess (but, as somebody said, “the process. 





















atlantic and other services, particularl 
Florida routes, which it has been expanding 
It is also considering selling the ro 
West Germany that it was allocated afte 
second world war. wl 

Whoever the eventual buyers are—anc 
few doubt that there will be takers—flyin 
the shuttle between New York and Wash 
ington, and New York and Boston, will re 
main popular. It is relatively cheap ($115 


should not be counted against the - 
Gramm-Rudman deficit target of $64 bil- - 
lion for 1991. But even without it the tar- 
get is certain to be missed. That gives the 
summiteers a chance to divert their ef 
forts from the hard task of deficit-cutting 
to the easier one of agreeing, Augustine- 
like, on new targets. SERGE 

There are other diversions: whether — | 
to remove the social-security surplus, 
and how to improve the budgetary pro- 


is not the problem, the problem is th 
problem"). Another ruse is for everyon: 
to agree that they must resist budget gim 
micks such as payday switches or as- 
sumed savings that never materialise. 
though such gimmicks are introduced 
nasty outside gremlins rather than by th 
budget summiteers themselves. 5s 
What Congress and the administ 
tion need to do is actually rather simp 
to cut federal spending and raise fedei 
taxes by as much as they conceivably c 
in an election year. There is even a 500- 
page CBO guide to the options. Budget 
summits might work better if one person 
from the administration and one from 
Congress were locked in a room with this 
material—but without food and water— 
until they produced an answer. But that 
would run against a time-honoured 
ritual. mr 

































a similar hop between London and Paris) 
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: Of. many re 
rope. Eastern ed P nat all 
ers a $50 coupon good at. clothing shops 
the three cities, — . 
. The war of the shuttles is fought on 
y battlefields, although not on prices, 
h are mysteriously identical. Both offer 
de array of business services: Pan Am 
bills itself as the “Corporate Jet”. The 
iting lounges at LaGuardia, Logan and 
tional come with desks, fax machines and 
ephones. Complimentary coffee and tea 
served. Free magazines and newspapers 
oliferate. On board most flights, every 
hird seat is equiped with a telephone, avail- 
at the flip of a credit card. 
_. The Trump Shuttle makes much of its 
fort to be punctual. It has recently been 
promising a free ticket if its aeroplane ar- 
-rives more than 15 minutes late. But, like 
Pan Am, it has been known to cancel a flight 
or two. 
- Now the two shuttles are competing for 
_ bidders. Analysts say the shuttles should sell 
r $300m-350m, with Mr Trump's perhaps 
ising more because he owns the aero- 
lanes (Pan Am leases its). Nonetheless Pan 
m appears to have made the better deal. It 
bought its shuttle in 1986 for $65m; Mr 
rump paid $365m in 1989. 



























































Harvard Law School 


ole models 


CAMBRIDGE, MASSACHUSETTS 


LACK women, contends Professor Der- 
J rick Bell of Harvard Law School, need a 
black woman to teach them. So, unless the 
law school appoints a black woman to a ten- 
ired professorship, the professor will be un- 
ertaking a “sacrificial financial fast": he 
ill be teaching (and eating) next autumn 
ut refusing any pay. 

The Rev Jesse Jackson, leading a sup- 
ortive rally at the law school, has placed Mr 
ell in the company of Rosa Parks, Martin 
uther King and Nelson. Mandela. Many 
udents are sympathetic. But no other 
lack professor has: joined Mr Bell: they 
look black” but "think white", the profes- 
or says dismissively.. 


LZ 


nn compared with as much as $205 


lit is convenient. A traveller can show up 
a any time and be assured of a flight, | 


ein. [om Pan Ani id " 


E all popu of the. law 
ze rofessots . are black. But 





Not black enough for Bell 


nearly half the new appointments in the past 
ten years have been either black or female; 
none happens to have met both criteria. 
The school claims to be recruiting hard: the 
trouble is that there are few black lawyers 
who want to do teaching jobs. lt is only fairly 
recently that large numbers of blacks have 
attended the better law schools, and the 
brightest of them tend to become practising 
lawyers. A degree from a law school opens 
many doors, and a career in teaching is less 
likely to appeal to black graduates, relatively 
few of whom come from wealthy families. 

The law school's contention that it is 
looking but not finding is not accepted by 
Mr Bell and his allies. It is looking for the 
wrong sort of people, they answer: the 
school should look beyond “Gucci” candi- 
dates from an elite law school. 

But Harvard is not alone in finding it 
difficult to recruit black teachers. An Amer- 
ican Council on Education survey, released 
last summer, indicated that eight out of ten 
colleges were making some sort of effort to 
hire more teachers from minority groups. 
Their effort is unlikely to lead to much in 
the way of results. The problem is simple: 
the demand is great but the supply of quali- 
fied blacks and Hispanics is limited. 

Asians are another story. Although 
there are six times as many blacks as Asians 
in the United States, Asians got twice as 
many PhDs as blacks in 1988. Relatively few 
black Americans go to college and only 
about a third of the students who do go are 
working in fields that are likely to lead to a 
graduate school of arts or sciences. 

The push for a diverse faculty rests on 
the notion that black students, at all levels, 
need role models: teachers who are also 
black. This may be a tenable argument for 
schoolchildren: black children need to 
know that blacks can excel (and girls, of all 
colours, need to see that women can become 
doctors and astronauts). But the argument 


. cannot be sustained at university level, 


where it may well lead to tokenism and low- 

ering of standards, And role models, after 
all, come in all colours. 
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Down, not out 






NEW YORK 


[ T BEGAN by being widely praised as a 

way for the homeless to help themselves. 
Now praise has been replaced by exposés, 
official investigations and negative public- 
ity. Since November homeless people have 
been roaming New York’s pavements and 
subways hawking the fortnightly newspaper 
Street News for 75 cents a copy. Readers 
find an odd mix of articles, including (gener- 
ally right-wing) political polemics and poems 
written by the homeless. 

For most readers the content of the 
newspaper is less important than rewarding 
the homeless for doing something more 
worthwhile than panhandling. Each sales- 
man pays a wholesale price of 30 cents a 


Waiting, anxiously 


CHARLESTON 


IGHT months after Hurricane 
Hugo devastated Charleston and 
the beach areas nearby, the city will 
be celebrating its rebuilding with the 
14th annual Spoleto Festival USA 
which was due to open on May 25th. 
The hurricane killed 29 people and 
` caused $5.9 billion-worth of damage. 
But the concert halls have been re- 
paired, and much of the city too. 

The beach areas will take longer to 
come back to life. On nearby 
Sullivan's Island and the Isle of 
Palms, which were inundated by a 17- 
foot storm surge, life is sadder. About 
half the residents have returned to 
their homes; the rest have either 
moved further inland or continue to 
survive in a makeshift way. 

Some psychological after-effects of 
the killer-storm are only now coming 
' to the surface. Charleston police say 

there were 70 reported rapes in the 
city during the first three months of 
1990—an increase of 112% from a 
year ago. More people are filing for di- 
vorce or complaining of domestic 
abuse. And 2596 more people are 
seeking help for alcohol or drugs. 

Experts say that these signs of 
stress are not unexpected: six months 
is the usual time for post-traumatic 
symptoms to show up. But the hurri- 
cane season will be starting again in 
June, and this may make people feel 
worse. Forecasts suggests that the 
North Carolina and South Carolina 

coasts are at increased risk because of 
changing weather patterns. E 









































Reeve tma ttem senis be rrr aret rint terra EE EE ENTRAR GIU CSS ST 


Private banking with Canadian stability.. 


global mobility. 


anadian Imperial Bank 

of Commerce (CIBC ), 
headquartered in Toronto, 
Canada offers one of the most 
stable and strategically sound 
bases from which to access 
global opportunities. We are 
one of the ten largest banks 
in North America, with 
better than a century of 
international banking 
experience. Our Private 
Banking network is active in 
London, Hong Kong, Taipei, 
Singapore and throughout 
Canada. Offshore banking 
and fiduciary services are 
oftered confidentially 
through CIBC subsidiaries in 
The Bahamas, the Cayman 
Islands, the Channel Islands 
and Switzerland. 

Put our global network to 
work by calling our Private 
Banking office in London at 
(071) 234-6345 or inl long 
Kong at 8416148. 


MP, 


-~ Canadian Imperial 
CIBC Bank of Commerce 
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Shangri-La Hotel, Kuala Lumpur 


SHANGRI-LA INTERNATIONAL: AUSTRALIA (008) 222 448 * BANGKOK (2) 236 7777 * HONG KO? 
CANADA * CHINA * FIJI * HONG KONG * INDONES 


In Asia-Pacific 


where else but 





Shangri-La. 








When travelling for 
business or leisure, Shangri-La 
offers a haven of warmth 
and tranquillity in nine 
countnes throughout this 
enchanting region 
Continuously expanding out 
horizons by offering more 
superb choices in 
more locations, where else 
but Shangri-La International 


Hotels and Resorts 





SHANCRI-LA INTERNATIONAL 
HOTELS ang RESORTS 








7782 * KUALA LUMPUR (03) 230 6248 * SINGAPORE 535 7876 + TOKYO (03) 667 7744 
ALAYSIA * PHILIPPINES (1991) * SINGAPORE * THAILAND 
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Although our captains are all “million-milers”, they still insist on continuous training with the world’s 
most advanced flight simulators. Inside, every conceivable flying condition is precisely recreated to 
be studied, practised and mastered. It’s part of our relentless determination to be the best. And one 
reason why we're known around the world as the airline with the dedication that could only be Korean. 


HIGH TECHNOLOGY : KOREAN COMMITMENT. 
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THE SPIRIT OF KOREA IS IN THE AIR 












Street Aid, the non-profit parent organisa- 
tion, takes 25 cents—along with all advertis- 
ing sales and donations—to | pay for. produc- 
tion. It puts 5 cents in an ' "apartment fund" 
to be used by the salesmen as a deposit for 
accommodation. =- 


More than 200 hon lens are now selling | 


up to 150,000: copies 
Street News. vs 
to the end of. Februa ys 
ue 000, of | y 


of each edition of 
'5 accounts up 
ed | revenues of 















tions ‘and. helo i 1c 
seems to have made a six-month profit of 
around $27,000. Somewhere between 30 
and 300 of the salesforce now have apart- 
ments. But there’s the rub: Street Aid has 
not been forthcoming with reliable figures. 
F The Metropolitan New York Better 
| Busitiess Bureau has begun investigating 
| Street. News's s finances, fund-raising and 








general management practices. With the 


state attorney-general's office, it is now ques» _ 
tioning whether the organisation should 
keep its tax-exempt status. Street Aid was - 
set up in 1988 to educate the public about : 
Jhen 





hunger through a series of videos. Wl 
fund-raising efforts fell short, the fourider; 


Mr Hutchinson Persons, began producing i 
the newspaper instead. The business bureau .— 
says that the group should be donating at : 


least 5096 of its income to the homeless. 
Mr Persons counters that any form of 
handout causes unhealthy dependency; as- 


sistance to the homeless should come only - 
through their own efforts in selling the pa- 
per. Street News, he says, iseducationaland — | 
. 70 fulfils the charitable purpose of his group. - 

che steady stream of people willing to work | 
. 6n the paper—most of whom are in their - 
early 20s—comes from both the left and... || 
right. Mr Persons, who is 33, calls himselfa 
abd refuses any run 


"libertarian Jeffersonian,” 
government help with his enterprise.. ~ 


Turnover among the paid staff of 20 is © 
phenomenal. In an interview due to be ~ 
broadcast on May 24th on ABC television’s 
“Prime Time Live", Mr Persons responded - 


to a reporter's accusations by leaping up and 
cutting off the power to the whole building. 
Most of his staff and two of the five-member 
board resigned soon after the interview was 


filmed. 
Prologis predia that the paper will 


not last, calling it a case of “right vehicle, ‘a 
Mr Persons battles on: heis ^ 
planning to expand Street News to Wash- 


wrong driver". 


ington, DC, and San Francisco next month. 
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copy, and keeps the balance from any sales. ; 


L'the organisation | 





- Sick buildings 


Danger in living 


SEATTLE 





ITHOUT the emotional appeal of a 
spotted owl or a baby seal, indoor-air 


pollution (iA) is catching on as an environ- 

idi cause. An umbrella concept that can - 
cover everything from the smell of a co- 
worker to cancer-carrying poisons, IAP is 


said, by the Environmental. Protection 
Agency, to be costing American industry as 


much as $1 billion a year in medical costs, 
lost office time and general damage. - 


The EPA itself has been hit by the 
plague, sometimes known as sick- building 
syndrome, at its newly renovated. offices i ir. 


< Washington, DC.. It is at work on a new 
- headquarters which it hopes will be a show- 


case of clean indoor air. It is also trying to 


-build up its indoor-air division. Although 
| . this unit is still sm: 

4 | and a budget of $1. 37m—bills going _ 
"MN through Congress. coul Id boost i ts budget to. 


ll—with a staff of only 11 





548m a year. 





Nobody is very precise about the causes of 


- the pollution. Its source in an office, it is- 
F said, may be tobacc 


y smoke, . or fax ma- 
















becomé allergic:to everything, T 2 
Tobacco smoke is a favourite target: not 


- only a carcinogen itself but, supposedly, ca- 


pable of making people more susceptible to 


other indoor pollutants. And it is murder 





| East meets west 


LOS ANGELES 


_ MEMBER of ie Nido City he 


i k sembly, on his way home to japan 





: de ‘of Los Aade. decided to take 
' some souvenirs with him. At an airport 
| shophe picked up two Gucci wallets and 
~ a Gucci purse, worth $450, without pay- 
ing for them. He was detained. — 
. "Within. minutes, so the story now 
-.goes, Mr Tom Bradley, Los Angeles' s 
mayor, was on the telephone to the air- 
"^ port police and the shop's staff telling 
_ them how embarrassed the Japanese dig- 
;nitary would be- on his return home. The 
a police letthe man go. — 
` There the matter would have endec, 
but: for a ‘disgruntled ED policeman 


opened and walls were less weather- 


t. Even this year the divide i is Eee 
a blizzardof documents, aimed at builders - 
and architects, covering .indoor-air- pollu- 
tion in office buildings, houses and schools. 


. proliferation of. synthetic materials and 
presence of chemicals in everything fro 
plywood to stain-resistant carpeting E 


ahead with them. In Washington state 
mp aies n may odak 7 


U rashes, dizziness, na usea or ns short-term 
: memory, loss. Inah use it could be 


uio pal af deas Ae re 


_ obtains facts" 


- more about how the mayor of Los Ang 
| les: du have sprung their man. 





















































ouling up compu 
storage aes ix deg air filters. 


month claiming that tobacco smoke 
3,000 cases of lung cancer a year; 
non-smokers. A tobacco company, 
Morris, is circulating the claim by a doc 
candidate at Yale that "passive cigar 
smoke" is relatively benign. 
One indoor pollutant that is almo 
tainly malign is radon, an odourless, c 
less gas caused by the decay of traces: 
nium in common minerals such as gra 
In a recent issue of the Lancet three | 
scientists reported an apparent conn 
between radon and a host of cance 
before associated with it, including can 
the brain, spine, bone and skin. E | 
seeps into houses through drains or 
in the foundations. 
In the old days, when windows co 





nobody fussed. Rising energy prices : 
1970s prompted designers to tighten t 
sulation of houses and offices. This cut: 
ing and cooling costs, but also trapped 
borne chemicals and dust indoom 


made buildings sicker. : 
The EPA is still shying away from regula 
tory measures, but several states are gi 


furnishings of four new state buildings 
being subjected to a battery of tests to m 
sure their emissions of formaldehyde ai 
other pollutants. Californian officials kee 
list of potentially hazardous materials and 
warning signs have to be posted. Build 
from restaurants to car-part shops are rx 
labelled like cigarette packets. Will o 


soon carry a sign: Use at your own risk’ 

























City prosecutors have now filed cha 
against the Japanese official for gr 
theft. Mr Bradley is fending off ac 
tions that he broke the law by calling 
the police: all he made was “an inquiry i 
, says an aide. | 

Mr Bradley, meanwhile, has set off o 
a long-planned trade tour around the 
cific. One. of his first stops: Nago 
where the Japanese press is keen to kno’ 
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SK anybody about Dan Quayle and the chances are that the 
LA vice-president's most famous gaffe will come up: something 
about how people in Latin America speak Latin. No anecdote is 
quite so telling; and none encapsulates the man's predicament 
better. For Mr Quayle never made any such remark. It was an 
nvention for an after-dinner speech by a (Republican) politi- 


lis aim as vice-president is simple and single: to make them be- 
lieve otherwise. uM m 

. It no longer matters if the reputation he carries is fair or not. 
The evidence is in; minds are made up; and articles on the stu- 
pidity of Mr Quayle have BV. 
grown tedious to the point of | CRESS 
haustion. His difficulty is 
at he is trying to escape 
om his image while doing a 

b that has almost always 
damaged the reputation of 
s occupants. Hubert Hum- 
. phrey was thought subservi- 
-ent, Gerald Ford a clown, 
Spiro Agnew an embarrass- 
ment, George Bush a wimp. 
. Few jobs offer so little 
opportunity for earning a - 
good reputation, let alone 
shedding a bad one. The 
vice-president, said Thomas 
Marshall, who was Woodrow 
Wilson's, "is like a man in a 
cataleptic state: he cannot 
speak; he cannot move; he 
suffers no pain; and yet he is 
perfectly conscious of every- 
thing that is going on about 
him." Mr Quayle admitted, 
on his aeroplane last week, 
that it is "an awkward job". 


ble or contradicts his boss. He is inevitably given second-rung 
diplomatic jobs and a few councils to chair. President Bush, 
indful of his own frustrations in the job, has tried harder than 
ost. to give Mr Quayle real work. He has sent him to Latin 


is space council, though not yet those of his other council on 
mpetitiveness". But the post remains, in John Nance Gar- 


er's phrase, "the spare tyre on the automobile of government", 


Preparing for 1996 | i B 
he vice-president dare not plough an independent furrow. If he 


V hite House can cut his cojones off in 30 seconds. It was one of 
Ár Bush's insights when vice-president that the only way he 
ould survive the job was to be loyal to the point of self-annihila- 
ion and give up hope of influencing policy much. His other in- 


of vice-president is an ideal base for a permanent campaign. He 
shook endless hands, raised endless dollars for others and built a 
base of obligation around the country that stood him in good 


stead in 1988. It is this party role, not the awful public image, 





efu rbishing Dan Quayle ^ 5 i : | ; TH 


raising in Kentucky and Mississippi. Forty candidates for the 
| Kentucky legislature posed one by one to have their photo- 
cian. Mr Quayle is a prisoner of what people believe about him. 


. than the dignity of his office and a smile. Indeed, for the photo- 





The vice-president makes news only when he gets into trou- 


erica six times and endorsed the ambitious Martian goals of - 


he only role (Marshall again) “to ring the White House bell ev- - 
ry morning and ask what is the state of health of the president." 


oes so, to use the phrase of a member of Mr Quayle’s staff, the . 


sight, and the one that won him the presidency, was that the job 








that has propelled so many vice-presidents since 1945 to nomi- 
nations for the presidency. 

Mr Quayle is following suit. He is spending two days a week 
this election year campaigning. On a recent trip he went fund- 


graphs taken with him. Seventy Mississippians paid $1,000 each 
to the state party to shake his hand. He has raised $8m in the 
past 18 months. It is a job to which he need bring nothing more 


graphs, a cardboard cut-out might do. 


ing is something Mr Quayle 
is rather good at. Entering a 
supermarket at random in 
Jackson, 
‘spreads his arms out to an 
old black woman struck 
. dumb by astonishment at his 
unexpected appearance, and 


dress up specially for me." 
One begins to see how, in 
these days of ironclad incum- 
bency, he managed to beat 

© two veteran incumbents to 
win a House seat at 29 and a 
Senate seat at 33. 

He is running for presi- 
dent in 1996; nobody should 
doubt it. The continual ru- 
mours that he will be 
dropped from the ticket are 

. wide of the mark. It is not in 
.. character for George "Loy- 
alty” Bush to drop some- 
body and admit an error of 
judgment; Mr Quayle does 


. little harm on the ticket (hardly anybody votes for or against 


running-mates); Mr Bush is little concerned with his succession 
(what ruler ever was? and the conservative party faithful, 
though far from enchanted by Mr Quayle, would not take kindly 
to his replacement by the likes of Mr James Baker, the ambitious 
secretary of state. —— E | 

It is true that Mr Quayle's standing was already lower when 
he entered the job than that of most other vice-presidents. Mr 
Bush in 1980 was the nice, mild guy who came from nowhere 


almost to knock Ronald Reagan from his perch. Only later, as d 


vice-president, did he become the nonentity of legend. Mr 


Quayle entered. office as "no John Kennedy" and quickly be- 


came the man who thought the "canals" on Mars proved that it 
had a breathable atmosphere, or found the “loss of life" in the 
San Francisco earthquake “irreplaceable”. Malapropisms are to 
Mr Quayle what broken syntax is to Mr Bush and poor recall of 


. facts was to Ronald Reagan: a trademark whose impact fades |. 


with familiarity.: 


[s rehabilitation possible? Everything clever he does is attrib- 
uted, with some justice, to the quality of his handlers. But, as one - 
of those handlers suggests, Mr Quayle's reputation is for inex- 
. perience, not incompetence, and may be remedied by experi- 


ence. He notes how carefully Mr Quayle sidestepped the tax 
minefield. But there it is in a nutshell: nobody noticed. - 





Yet, in truth, campaign- 


Mississippi, he. 


cries "How good of you to | 


pdf rrr eri aaa d diri qe eerie o Ard AMSA AH mar pa eura a pere EPA ard reto rere re IRE EFE eee RARIUS 








INTERNATIONAL 


The Middle East goes bang 


FROM OUR ISRAEL CORRESPONDENT 


EVER so quietly, in recent 
weeks, Israeli politicians and 
military men had been whis- 
pering that the Palestinian 
uprising in the West Bank 
and Gaza was beginning to 
die. On May 20th the whispering stopped. 
A lone Israeli civilian calmly shot dead seven 
Arab labourers waiting for work 
outside Rishon Le Zion, near Tel 

iviv. The massacre was con- 
aemned at once by leaders from 
across Israel's political spectrum, 
but to no avail. The occupied 
territories exploded in anger. By 
the end of the day another eight 
Palestinians had been killed in 
clashes with the Israeli army. By 
mid-week the death toll had 
reached 20. 

Many Arabs, in the occu- 
pied territories as well as the 
wider Arab world, refused to be- 
lieve that the killer, Mr Ami 
Propper, was deranged, or that 
he was acting without the con- 
nivance of Israel's government. 
The fury in the West Bank and 
Gaza boiled over into 
neighbouring Jordan (see next 
story) and to Arab towns all over 
Israel proper. On the day after the murder, 
"oting and demonstrations took place in 

lazareth, as well as Haifa, Lod and other 
towns with sizeable Arab populations. 
Masked youths hurled stones and firebombs 
at policemen inside Israel's pre-1967 border. 
In Jerusalem, Palestinian leaders started a 
hunger strike. 

One Israeli fear was that Mr Yasser 
Arafat's Palestine Liberation Organisation 
would be compelled, in the massacre's after- 
math, to start using firearms in the intifada. 
So far it has carefully avoided this tactic, not 
only because there are few guns to be had 
but also because Palestinians know that they 
would be no match for the firepower of the 
Israeli army. The PLO firmly denies that any 
new orders have been issued. 

Israel's earlier assessments that the up- 
rising was in abeyance were not without 
foundation. Casualty figures had been fall- 
ing, and a combination of Palestinian ex- 
haustion and tough Israeli counter-measures 
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Oh dear, the world hates us again | 


had stopped the huge and fearless dem- 
onstrations that caught the imagination of 
the world when the intifada was at its height 
two years ago. Protests in the Arab world 
about the influx of Soviet Jews, and the 
chaos that followed the fall of Israel's La- 
bour-Likud coalition government in March, 
had diverted attention from the grim stale- 





mate on the ground. 

Now the eyes of a disapproving world 
have turned back to a military occupatior. 
that is about to enter its 23rd year. Israel’s 
reputation has seldom been lower. Many Is- 
raelis, remembering the incident in 1985 
when an Egyptian soldier killed seven Israel: 
tourists in Sinai, resent the tidal wave of cal- 
umny sweeping over their country. Whereas 
Israel has expressed its shame and condo- 
lences over Rishon Le Zion, the Arab world 
turned the mad Egyptian into a hero: Syria 
has named public places after him. But to 
argue thus is to miss the point. For the Ar- 
abs, Rishon Le Zion has become an instant 
symbol of the defencelessness felt by all the 
Palestinians who live under occupation, and 
a powerful opportunity to put Palestine 
back into the world’s headlines. 

As a result of the murder, the United 
Nations arranged a special meeting of the 
Security Council on May 25th. It was to be 
held in Geneva so that Mr Arafat—who still 





finds it hard to get a visa for the United 
States—would be able to talk to it. Usually, 
when Israel is in the dock, the Americans 
come to its defence. This time, the United 
States seems to be grabbing a chance to pun- 
ish Israel for having spurned America’s ear- 
lier proposals for peace talks. 

After the murders, President George 
Bush sent an unusual message of personal 
condolence to the families of the Palestinian 
victims, urged restraint on the Israeli secu- 
rity forces, and expressed the hope that a 
new government would soon be formed in 
Jerusalem so that the peace process could 
continue on its way. Mr James Baker, the 
American secretary of state, then astonished 
Israel by suggesting that America 
might support the sending of UN 
observers into the occupied 
lands. That, retorted an Israeli 
spokesman, would be an unac- 
ceptable violation of Israeli 
sovereignty. 

A great many Israelis share 
Mr Bush’s impatience. They 
would like to see a new govern- 
ment, any new government, do 
something positive about the oc- 
cupied territories. But, nine 
weeks after the fall of Mr 
Yitzhak Shamir’s coalition, the 
prospects are still uncertain. Mr 

ir was given a chance to 
form a government after the La- 
bour party leader, Mr Shimon 
Peres, was ditched by some of 
the religious parliamentarians 
whose support is crucial for any 
aspiring Israeli premier. The 
Likud leader, now caretaker prime minister, 
has so far been unable to satisfy the de- 
mands of the small extreme right-wing par- 
ties he needs to form a workable coalition. 

People, like nature, abhor vacuums, and 
Israel's failure to set up a new government 
has intensified the growing feeling that Is- 
rael has no.policy at all. Mr Hosni Mubarak, 
president of the one Arab country that has 
made peace with Israel, had said even before 
the Rishon Le Zion killings that Mr Shamir 
seemed uninterested in peace. On May 
22nd he went a step further by giving a 
warning that the settling of Soviet Jews in 
the occupied territories could *blow up the 
peace march and put the whole region on 
the verge of a new, bloody confrontation." 
Mr Mubarak, remember, is the Arabs' lead- 
ing moderate. At the Arab summit in Bagh- 
dad next week, which was convened ex- 
pressly to discuss Palestine, fiercer counsels 
could well prevail. 
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PALESTINIAN fury spilled 
out of the West Bank this 
week into moderate, pro-west- 
ern, and once-tranquil Jor- 
dan. On May 21st and 22nd 
riot police clashed with stone- 
owing youths in Palestinian refugee 
amps, shooting at least four people dead 
he official toll was two). In Amman and 
ther towns demonstrations against Amer- 


olent, and were broken up by the police. A 
)ung Palestinian armed with a pistol and a 
ife, and screaming “Gaza martyrs”, 
unded eight French tourists in Amman. 


-that it would not stand aside while 
oublemakers" attacked police and prop- 
but said it understood the Palestinians’ 
lings. King Hussein argued that the at- 
on the French tourists, though regretta- 
, was nonetheless linked “ to the feelings 
anger and frustration towards Israel and 
crimes committed by it" | 
By May 23rd the protests were dying 
But the scale of the unrest has 
mocked Jordan, and can only have added to 
ng Hussein’s fear that the deadlock over 
li-Palestinian peace talks and the immi- 
ion of Soviet Jews to Israel could fan the 
of a second intifada among the Pal- 
ians who make up over half of Jordan’s 
m population. The last thing the king 
ts is a repeat of the civil war his army 
ght with the Palestine Liberation ME 
tion in 1970. 








mber, to the first Jordanian elections for 
46 


The Jordanian government gave warn- 


The rioting last spring that led, in No- 


E minority; ends were: nu xad depu | 
living standards. But Jordan's Palestinians — 
are getting restless, too. On May 14th thou- 
sands of Palestinian demonstrators defied - 
their police escorts and tried to storm the — 
Allenby bridge dividing. Jordan from the 

West Bank. The previous day mourners at. 


the funeral ‘of a Palestinian guerrilla ran 


sacked a police post. 
‘a (“the head of the Israeli snake") turned - 


Jordanian leaders know that some Mae 
lis believe that a perfectly good Palestinian 
state already exists east of the Jordan river. 
They fear that a Likud government would 
settle large numbers of Soviet Jews in the oc- 
cupied West Bank, forcing even more Pal- 
estinians into Jordan and undermining the 
stability of the Hashemite monarchy. On 
May 20th the prime minister, Mr Mudar 
Badran, launched one of the harshest Jorda- 
nian attacks on Israel for years. “The Israeli 
authorities are authorities of terror,” he 
said. “They encourage state terrorism, gov- 
ernment terrorism, and terrorism by their 
Zionist citizens against the Palestinian peo- 
ple in all aspects of their existence." ! 

Jordan's many fears seem to be pushing 


King Hussein into a deepening alliance with 


his Iraqi neighbour, President Saddam Hus- 
sein. Any doubt about the widening popu- 


larity of the Iraqi strongman was dispelled 


by this week’s demonstrators in Amman. 
The name on their lips was Saddam Hus- 
sein, not King Hussein. Their own king may 
be much loved, but he has never uttered a 
thrilling threat to consume half of Israel 
with chemical fire. 

a CTL oR EA OPEN a Se EE LTT LO ER OLESIA ER 


IS IT possible, now that Israel 
is once again the arch-demon 
in the Arab world, that Iraq 
and Iran are feeling their way 
towards peace, almost two 
years after they stopped 
shooting at each other in August 1988? Just 
possibly, a recent exchange of secret letters 
between the two sides points that way. 
Iraq's President Saddam Hussein wrote 
last month to Iran’s President Ali Akbar 
Rafsanjani. Mr Rafsanjani thought the Iraqi 
missive contained “‘some signs” of goodwill. 
He sent a reply which (according to Iraq’s 
foreign minister, Mr Tariq Aziz) required 
“some clarifications” but was, for all that, a 
"positive development". Neither side has 
revealed what was in the letters. Some think 
President Hussein proposed direct talks 
with Iran (and, possibly, a presidential sum- 
mit) to get the peace talks going again. Oi 
May 21st a senior Iranian foreign-ministry 
official, Mr Hussein Musavian, said that al- 
though Iran did not oppose a summit, 
United Nations mediation offered a better 
way out of the deadlock. 
UN shuttle diplomacy, and five rounds 





of indirect talks, have failed to shift the par- 


ties beyond the ceasefire negotiated two 
years ago and the release of a few hundred 


‘sick, old and wounded prisoners of war. The 


next moves under UN Resolution 598, which 
both sides have accepted, should be a troop 
withdrawal "to internationally recognised 
frontiers” (which means an Iraqi retreat 
from 1,000 square kilometres of Iranian 
land), an exchange of prisoners of war, and 
negotiations. for a "comprehensive, just and 
honourable” peace. Iran insists that Iraq 
must evacuate Iranian land unconditionally 
before anything else happens. Iraq, reluc- 
tant to. give up its main negotiating card, 
says Resolution 598 must be implemented a“ 
a package: which, it says, means talking face 
to-face. 

The Iraqis have proposed direct talks 
before, but the Iranians have always turned 
them down. This time President Hussein is 
thought to have cited the influx of Soviet 
Jews to Israel and the continuing presence of 
American warships in the Gulf (which he re- 
cently joined Iran in condemning) as rea- 
sons for Iran and Iraq to put their differ- 
ences behind them. Mr Aziz denied reports 
that President Hussein had sweetened his 
proposal by dropping his claim to full sover- 
eignty over the Shatt al-Arab waterway, and 
offering to start talks on the basis of the 
1975 Algiers accord, which divided the river 
between the two states. President Hussein 
tore the accord up just before his troops in- 
vaded Iran in September 1980. Accepting it 
now would be a climbdown. 

Despite its claims to have won the Gulf 
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war, Iraq's negotiating. position. is. relatively 


weak. In addition to those. (largely barren) 
bits of Iranian land, Iraq holds 30,000 Ira- 
nian prisoners, whereaà Iran holds 10,000 
Iraqis, and most of the Iraqis have been held 
for longer than the Iranians. By refusing to 
allow the clearance of the mines, wrecks and 
accumulated silt that. block the Shatt al- 
Arab, Iran also keeps Iraq's main port of 
Basra out of action. 

Iran does not need peace badly ough 
to give up its claim to half the Shatt al-Arab. 
But. some other things that seemed vital 
back in 1988 look less important now. With 


. Ayatollah Khomeini almost a year in.his 


grave, Iran is no longer demanding the pun- 
ishment of President Saddam Hussein as its 
price for peace. Neither government seems 
under. pressure to secure in peace talks the 


. victory it failed to win in war. Both would 


| "e them Islamic fundamental- 


probably like to reduce the tension along - 


the frontier to get on with other things. And 

the Zionist menace provides a perfect excuse 

for the two enemies to bury the hatchet—in 
omeone else's back. 





Just one Yemen 


| €&XY7E SUDDENLY found that 
unity was easier than division," 
said Mr Abdelkarim Iriany, the foreign 
minister of North Yemen, when asked 
why his country’s union with South Ye- 
men, scheduled for November, had been 
abruptly advanced to May 22nd. Some 
think the intention was to outflank op- 
. ponents of the union—such as tradi- 
tional northerners suspicious of formerly 
Marxist Aden, with its 
beer-drinking dockers and 
_ liberated women. The doc- 
ile southern parliament 
voted for union unani 
 mously; in the north, 25 
+ parliamentarians, most of 


-Asts, stalked out of the 
. chamber in protest. 

For the first time in cen- 
turies in the prettiest tip of Arabia, 
tribesmen, peasants and city-dwellers, 
from the steamy Tihama coast, the cen- 
tral highlands and the Hadramaut be- 
yond, come under a single government. 
With some 13m people (10m in the 
north) the new Republic of Yemen is the 

most populous state in the Arabian pen- 
insula, and its poorest. Poverty drives 2m 
Yemenis to work abroad. Small amounts 
of oil are pumped in the north, and more 
finds are possible, but the new republic 
counts on continued foreign aid. 

Merger means fewer top jobs. Freshly 

| promoted from the rank of colonel, Gen- 


THE ECONOMIST MAY 26 1990 








Megadeaths and tongue- -twisters 


FROM OUR WASHINGTON CORRESPONDENT 


é6 


OU got a deal and we close ALCMs, 
provided . Tacit Rainbow is 
grandfathered.” We will be running a prize 
of a bottle of champagne for the reader's let- 
ter putting the most ingenious interpreta- 
tion on that remark made, according to the 
Washington Post, by. Mr James Baker to 
President Mikhail Gorbachev on May. 18th. 


All you need to know for now is that Mr. 
Gorbachev agreed they had a deal, then his 
negotiators either reneged the next day or 
revealed they had not understood Mr Baker | 


in the first place. - 


Ah, arms. costal Just like old dies . 


gy All chose minutiae and all that brink- 
manship. It seems the two. superpowers (re- 


member them!).are on the brink of signing a 
Strategic Arms Reduction Treaty (START) tc. 


cut their nuclear arsenals in half, the outline 


to be agreed at the Bush-Gorbachey summit 





eral Ali Abdullah Saleh, the former pres- | 
ident of North Yemen, is the president of 1 


the new republic. The former southern: | l 
president, Mr Haidar al Attas, i is prime f 


minister. Sana is the new state's political -| 
capital; Aden its economic capital. — 
Yemeni politicians have dreamt of 


unity ever since the north overthrew the | ~~ 880 each, outside the main treaty, thoug! 


feudal imamate in 1962 and the south |. 


won independence from Britain five 


south said it was commu- 
nist and the north was anti- 
communist, it couldn't hap- 
pen. Unity talks often 
ended in gunfire. Then 


. Yemen, and the fading of 
Soviet power. The impover- ` 
ished south has abandoned 
Marxism; it has sought pri- 


vate capital from abroad, legalised politi- ` i a 


cal parties and freed the press. North Ye- < 
men has introduced a fledgling multi- - 
party democracy. 

Unity brings new oroblsins: It will be- 
hard to merge armies, harder to integrate 
economies, hardest to reconcile the | 
north’s conservative Islamic militants 
and powerful tribal chiefs with their | 
more liberal southern cousins. There is 







outside suspicion, too. Autocratic Saudi p 
Arabia, which once opposed Yemeni | 
unity for fear of the south's Marxists, is || 


watching Yemen's democratic icd with . 
an equally anxious eye. : 
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in Washington at the end of May, the 
to be worked out during the rest of th 

Haven't we been here before? As: 
Washington summit drew to a close 
cember 1987, a START treaty was pr 
for signing in Moscow the next year. | 
press aircraft leaving Moscow in June 
two of President Ronald Reagan’s. ad: 


least the rules. for counting ài 
cruise missiles {ALCMs, to you) wer 
Two years later, they are almost right. | 

_A few things have changed, for. 





ished from the menu. Another is that 
unkind souls have had the gall to poin 
that all the various counting rules ii 


bomber equals one warhead however 
bombs or missiles it is actually ca 


than half of their long-range warheads 


worst, perhaps only 2,000 of their 12,0 000 
will go. - 
Cruise ialis remain the most. intias 

table of START's problems. Having stalled in 
April (or backtracked, if you believe t 

State Department) the Russians won a fe 
concessions this month. They got agr 
ment to limit sea-launched cruise missiles 
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treaty, even though it can gom e 











This épisode mm to shine an. 
ing light on Mr Gor bachev's s Cu 
The Americans got th e impression h 


particular, one Colonel General Bror 
Omelichev, first deputy chief of stal 
armed forces. But perhaps these signa 


mcm 


poena 
INTERNATIONAL 


a little too blatant. Mr Gorbachev would 
all Mr Omelichev over and whisper in his 
ear. One astute observer noticed, though, 
that the general was so overawed that he did 
not know whether to stand or sit on these 
occasions. Is Mr Gorbachev trying to make 
the Americans believe he has less room for 
manoeuvre than he actually has? 

The Washington summit, which will be 
followed by a Gorbachev fly-abcut to Min- 
nesota and California, has a rather odd 
agenda. The German question will top the 
list. But the Russians come hoping for trade 
and economic benefits, especially a move to- 
wards most-favoured-nation trading status. 
Under the 1974 trade act, the president is 
supposed to grant that in return for open 
emigration policy. So to drive the point 
home, the Russians are trying to persuade 
the Americans to take more Jewish emi- 
grants (their Arab friends are pointing out 
how awkward it is for some of these to be 
ending up in the Israeli-occupied territo- 


ries). Lithuania, not emigration, is the real 
obstacle to American trade concessions. 

The American side, by cóntrast, sees 
this summit as an arms-control event: a neat 
reversal of the positions the two sides 
adopted before each Reagan-Gorbachev 
summit. The notion that time is running out 
for arms control has gathered adherents re- 
cently in the United States. A team of Soviet 
negotiators will be in Washington the week 
before the summit to continue talking 
START until the last minute. So the chances 
are good that some kind of semi-START in 
outline will be signed. 

Mr Bush is also pleased to be able to sign 
a chemical-weapons treaty that would cut 
both sides’ arsenals to 20% of what the 
Americans have now—something he prom- 
ised he would do in his campaign. In truth, 
both superpowers realise now that chemical 
weapons are far more frightening when held 
by third-world dictators than they are of use 
to superpowers as deterrents. 





Canada 


The old place is breaking up 


FROM OUR CANADA CORRESPONDENT 


HE separatists of Quebec held a re- 
union last weekend to celebrate the 
- tenth anniversary of a famous defeat, and 
came away with a famous victory. In 1980 
the provincial government, which was run 


by the Parti Québecois, failed in a referen- 





dum to win a majority, even among French- 
speakers, in favour of negotiating a mild and 
ambiguous form of separation from Can- 
ada; Five years ago the party lost power to a 
Liberal, Mr Robert Bourassa. In the reason- 
able belief that separatism would be dor- 
mant if not actually dead for a genera- 
tion, some prominent PQ supporters 
took the gamble of joining the Con- 
servative federal government of Mr 
Brian Mulroney. 

Chief among these was Mr 
Lucien Bouchard, a lawyer friend of 
the prime minister, who called his 
move "le beau risque" and who was 
then promoted to be leader of the 
Quebec wing of the federal Conserva- 
tives. But last weekend old loyalties 
prevailed. To the PQ faithful who had 
subtly chosen to hold their reunion in 
his constituency, Mr Bouchard sent a 
telegram of welcome, recalling the 
honesty and vigour with which they 
had together fought the referendum 
campaign. On Monday evening, after 
a grim talk with Mr Mulroney, he re- 
signed from the cabinet (he was envi- 
ronment minister) and from the 
Conservatives. 

For the prime minister it was a 
crushing blow. The Meech Lake ac- 
cord, a set of amendments intended 
to persuade Quebec to sign with some 
enthusiasm the 1982 constitution 
which the PQ government 
spurned, is due to expire on June 
23rd because the governments of 


three smaller provinces refuse to ratify it. 
But one of the three premiers, Mr Frank 
McKenna of New Brunswick, suggested a 
companion document offering various reas- 
surances that could save Meech Lake. 

An all-party committee under a Quebec 
chairman, Mr Jean Charest, hastily toured 
Canada to sound out opinion on Mr Mc- 
Kenna’s proposal. When it reported approv- 
ingly, a salvage operation involving a last- 
minute meeting of Mr Mulroney with the 
ten premiers seemed possible. In the eyes of 
Mr Bouchard, however, the Charest com- 
mittee appeared to have weakened the key 
clause in Meech Lake, which recognises 
Quebec as a “distinct society”. 

His resignation, plus the defection of 
two other Quebec Conservatives on this is- 
sue, to sit as independents in parliament, 
make it too dangerous for Mr Bourassa to 
approve of the Charest report; and even at- 
tending a premiers’ meeting could imply ap- 
proval. Meech Lake is draining away, leav- 
ing a quagmire in its place. A poll this week 
shows 53% of Quebeckers saying it wouk 
be better to separate, given the present : 
mood of acrimony in Canada. 





Liberia 


After Doe 


EN a motley rebel gang, no more 
than 100 strong, launched an inva- 
sion of Nimba county in north-eastern Libe- 
ria last Christmas eve, nobody thought that 
President Samuel Doe’s ten-year-old regime 
was under serious threat. The master-ser- 
geant turned general had seen off at least 16 
counter-coups since siezing power in 1980. 
Five months later the rebel army, calling it- 
self the National Patriotic Front of Liberia, 
is 5,000 strong. It has just captured the port 
of Buchanan (see map on next page) and is 
poised to strike first against the interna 
tional airport at Robertsfield and then at th: 
capital, Monrovia, a mere 75 miles away. 

The government has more than 7,000 
men under arms, but they are poorly- 
trained, ill-equipped and reluctant soldiers. 
Barring some dramatic turnabout on the 
battlefield, Mr Doe’s administration is un- 
likely to survive for much longer. 

Few will mourn its passing. Africa 
Watch, a Washington-based human-rights 
group, has accused the Liberian government 
of organising a reign of terror characterised 
by arbitrary arrest, torture and the murder 
of political opponents. Mr Doe himself has 
never lived down the brutality of his own 
coup, which included the bayonetting of the 
former president, William Tolbert, and the 
subsequent public execution of 13 senior 
government men. Despite this record, Libe- 
ria’s 242m people got more aid per head 
from the United States, until 1985, than any 
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es ident Doe' s worst mis’ 
to fashion a tribal elite . | 
"his own minority Krahn f 
which makes up only 5% 
population, i in a country 
e the main division in the 
had been between the de- 
dants of freed slaves and 
re Africans. The heavy- 
d tactics used by Krahn 
^ officers against the 
mba county revolt early this 
transformed. the rapotetaole: insur- 
s into an effective military unit. The 
my is said to have looted villages and 
and killed the Gino and Mano int 
of the Nimba region, driving 300,000 
ees abroad and swelling rebe! | ranks. 
-leader of the Patriotic. Front, Mr 
Taylor, hardly kipee confidence 





fled to Ametica when he was 
accused of embezzling money. 
‘He subsequently jumped bail 









dition. In 1987 he went to 
Burkina Faso, whose idiosyn- 
cratic military ruler, Captain 









helped him to acquire military 
assistance from Libya. 

Mr Taylor himself denies having any 
ties with Libya. He describes himself as a 
"diehard capitalist" and promises. -regular 
elections once the Doe regime has been 
ousted. If Liberians have their doubts, they 
console themselves with the thought that 
Maio is likely to be quite as bad as Mr 

e. | 














ROM OUR CENTRAL AMERICA CORRESPONDENT 


R GUILLERMO ENDARA, who is 
/ A. Panama's 53-year-old, American-in- 
led president, will soon marry his 23- 
ar-old fiancée. The public is invitec to at- 
id, but details of the president's 
eymoon are private. His government's 
eymoon is over. Five months af- 
ter it took office, Panama is wracked. 
nemployment (between 30-5076), 
he paralysis of government minis- 
tries for lack of cash, by scandals, res- 
tions and sackings in the re- 
rmed police force, and by a swelling 
ime wave. 

-Worst of all, the government has 
money. The United States, having 
ised $240m as a dowry for de- 
acy's latest bride, is not signing 
heque (though every week the 
amanians hope Uncle Sam will 
h for his pen). The American em- 
y recently commissioned a poll 
showed that, while both the 
ra government and its American 
ry patrons are still popular, 
r popularity is in decline. 

The big worry concerns the new 
e force created from the rem- 
ts. of General Manuel Noriega's 
rrupt and hated Panama Defence 
ce. Vice-President Ricardo Arias 
deron, who as minister ofthe inte-- 
is responsible for the police, is 
ying to make honest coppers of 
me of General Noriega's men. 
ther senior ministers think this is 
apossible: "Ricardo thinks they can 
ome angels. Those crooks will 
er change,” says one who thirks, 


like most Panamanians, that the police force 
should be created from scratch. 

Mr Arias Calderon’s relationship with 
the police and their American trainers has 
given rise to almost hysterical suspicion and 
divisiveness among government supporters. 





Hey, mister, your carbine washing? 


SN vi Aris Cad on’s Chae Demo 
. cratic party: Armed Endara supporters, wav- 
. ing Uzi submachineguns, occupied the pres- 
. idency, accidentally shooting and killing a 


ernment in the early 1980s but | 


in Boston while awaiting extra- 


Blaise Compaoré, apparently 










young member of Mr Endara's staff. Coup 
rumours persist. Mr Endara's boisterous 
supporters insist that the president must as- 
sert authority over the two more dynamic 
vice-presidents, Mr Arias Calderon and Mr 
Guillermo (Billy) Ford, who is also the plan- 
ning minister. 

Mr Endara has no solid party base. His 
Authentic Liberals were the creation of the 
veteran populist Arnulfo Arias and they lost 


their identity when he died in August 1988. 


His record was that, three times president of 
Panama, he was three times toppled by mili- 
tary coups. “The Arnulfistas are paranoid. 
They have been tumbled over so many times 
before,” says Mr Raul Arias, a Christian 
Democrat and one of Mr Arias Calderon’s 
men at the interior ministry. 

The government also faces criticism 
from a small but growing opposition move- 
ment of trade unionists and leftist politi- 
cians. The group is struggling to emerge 


from under the cloud of its opportunistic 


association with the Noriega regime. It ex- 


ploits the cause of the 300-odd civilians who 


died during the American invasion and 
whose families have received no compensa- 
tion, and of those whom the invasion made 


: homeless. The opposition fears that Mr 


Endara's government may agree to 
end the generous labour code that the 
ast two dictators brought in. 

Panama has a foreign debt of $6 
billion, and is $500m in arrears on 
debt repayment. The government 
owes the central bank $900m. Real 
GDP has fallen by more than 20% 
since 1988. American officials argue 
that such a country can no longer rely 
on earnings from the staples that 
made the dictators rich: international 
banking (in strict confidence, mind) 
and money-laundering. They want 
Panama to promote tourism, the 
planting of new crops, and light man- 
ufacturing. It cannot do so with the 

. highest pay in its region—a minimum 
wage of 78 cents an hour, and gener- 
ous pension schemes. So the recom- 
mendation is for reform of the labour 
code and tax laws; in other words, 
lower incomes all round. 

The largest chunk of the prom- 
ised but undelivered American aid— 
$130m of it—would go straight back 
northwards, being earmarked for 
debt repayment. Public works would 
get $100m. Panamanians wonder 
whether they would be better off with 
the aid of the drug barons than of the 
United States government. 
ens RIEN Ere OP TEC ERR EERE | 
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ic importers & Proc Processors 


SUbLA Act 1 (TSCA) gives a US, 

ection Agency (EPA) broad authority to 
e and control toxic chemicals that pose hazardsto ` 
I. Ds anan hei Ith and the environment. Following are some of. - 


^ he things you should know about TSCA 


= -TSCA requires that you notify the EPA if you are manufac: 
: turing or importing a chemi cal. substance that is ^ new" Or 
w hasa’ signi ificant new use; | iic 


TSCA requires certifi ication of all imported: chemical’ 
. Substances before they can pass U.S. Customs. 


“TSCA requires health and environmental testing of | 
-specified chemicals. 


TSCA requires recordkeeping and reporting. For example. if 
you have information that a chemical may posea 
"substantial risk," this must be cee | 















Information about TSCA. can bé obtained from the 
Office of Toxic Substances (TS-799), U.S. EPA, 2 
Washington, D.C. 20460. (202) 554-1404 







ivalry enea all aE Ai in ihe cuba 
market is fierce and profit margins are razor-thin. - SS 
X & The market has become increasingly complex and 
: volatile — especially as emphasis has shifted towards i re | 
Far East. More than ever therefore, the market demands 
sound judgement based on a real comprehension ofthe - Se 
processes that underpin it. _ ee 


- The Economist Publications Guide to Eürébonda.: 
brings clarity and understanding to the maze of. financial’ 
functions surrounding eurobonds by providing a much 
needed standard reference resource containing: 


> detailed accounts of the terms and conditions of an l 
|J - issue 
| calculations of value bol interest aceriais to ee 
rates of return | 
M the range of derivative eurobond products including | 









swaps, forward-swaps and swaptions 
» the range of instruments from standard fixed and 
floating rate bonds to asset-backed securities 


Clifford Chance, Baring Brothers and The Securities | 
Association provide expert contributions. Relevent case 
studies and worked examples complete this thorough | 
overview of the eurobond market. 


This guide will prove essential for corporate treasurers, | 
heads of corporate finance, bankers, traders, investors, 
governments and government agencies. 
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Wi th its wealth of new transaction modes 
and new instruments offering attractive profil — 
potential and hedging methods, a firm 
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operate successfully in this market. Here too 
... BHF-BANK - itself a founding member of the 
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| But securities experti se and innovative 
ee th nking are only part of what it takes to make 
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| customized problem solutions — the style of... 
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EUROPE 


A question of bread 





What a way to reform an 


economy 


FROM OUR MOSCOW CORRESPONDENT 


HE Soviet government is about to em- 

bark on its most crucial and dangerous 
task—reforming the sinking economy— 
with an illconceived programme of alleg- 
edly radical changes. These will postpone 
most of the trickiest but popular decisions 
(like selling state enterprises to the public), 
while quickly implementing the one thing 
that will both infuriate Russians and do lit- 
g- good on its own: price rises. To aggravate 

he error, the government proposes to begin 

by putting the whole programme to the test 
of a popular referendum. 

On the face of it, the programme out- 
lined by the government this week looks like 
a comprehensive reform. Nine bills will go 
to parliament in September: they include 
anti-monopoly measures, the relaxation of 
controls on foreign investment and a bank- 
ing reform. The central bank will be made 
independent. It will be possible to sell up to 
6096 of shares in state enterprises to individ- 
uals and to joint-stock companies. Already, 
the country's biggest lorry maker, KamAz, 
has said it wants to sell 4996 of its shares to 
its workers. 

After the weeks of argument that have 
preceded its announcement, it may seem 
churlish to criticise such a programme. But 
at the moment none of these measures is 
more than a good intention. Sometimes not 


THE ECONOMIST MAY 26 1990 


even that. The whole plan is based on the 
inadequate property law passed at the end cf 
1989, which could not bring itself to men- 
tion the words “private property”. Accord- 
ing to the government's timetable of reform, 
none of the "structural" changes will begin 
to bite until 1993, 

So the one part of the programme that 
is ready concerns prices. Bread prices wi: 
double from July 1st. Prices of other farm 
and consumer goods will rise sharply from 
the beginning of next year. For the next 13 
months the Soviet "economic plan" will be 
little more than a price reform. Even calling 
it a reform is misleading. Most prices will 
simply be increased by government fat: 
6096 of food products will be doubled and 
fixed at a new level, 2596 will be "regulated" 
(that is, the government will impose a ceiling 
and prices will rise immediately to that 
height). Only 1596 will be decontrolled. 
This will not produce a market economy. 

It will, however, increase the earnings of 
companies at the expense of consumers. At 
least, it would if the full cost were passed on 
to consumers. But to cushion the impact, 
the government is planning widespread 
indexation of wages, to be administered 
with the help of official trade unions that are 
opposed to radical economic change. The 
likely result is that the one-off administered 


price rise will turn into continuing inflation. 
Also fuelling inflation will be an elaborate 
and expensive compensation scheme for the 


young and the poor. All children will get ~ 


special payments of between 30 and 39 rou- 
bles a month; all students, an extra 35 rou- 
bles; all pensioners, the same. And so on. 
This scheme will increase the government's 


budget deficit by a minimum of 5096 next - 


year. In effect the government will pay for 
the higher earnings of companies. 


Unfortunately, the government does 


not have any money of its own. It gets it 
from raising taxes, and economic reform is 
itself undermining its ability to collect taxes. 
This is because, as factories get control over 
their assets, the government has lost its abil- 
ity to expropriate their money. The result is 
that, on one western estimate, government 
revenue has fallen from 47% of Gpp in 1985, 
Mr Gorbachev's first year in power, to 3896 
in 1989. The outcome of reform will there- 
fore depend crucially upon the impact of 
new income and business taxes. 

But much of the increased spending will 
probably be met in the traditional way: by 
printing money. In other words, the reform 
that is probably the last chance to save the 
Soviet economy from collapse looks at the 
moment little more than a price increase 
combined with a loose macroeconomic pol- 
icy. Hardly a promising start. 

Why has the government not done bet- 
ter? Partly because it cannot yet bring itself 
to aim openly for a full market economy, 
talking instead about a “regulated market”, 
the sort of language that revolution has 
swept away in Eastern Europe. Partly, too, 
because the government is afraid of popular 
unrest. Its lack of democratic legitimacy is 
the main reason why it had previously post- 
poned flat-out reform. Unlike Poland’s gov- 
ernment, intoned minister after minister, we 
do not have the popular support necessary 
for a “big bang". That is also why the Soviet 
government decided to put the whole re- 


form to a vote. 
Perhaps it should have looked closer at 


the Polish example. In 1987 the communist _ 


government there asked people whether 
they would like huge price rises. They said 
no thanks, and the communists in the end 
had to hand over to Solidarity, which had 
the support to introduce bold reform. How- 
ever the question in a Soviet referendum is 
phrased, people will probably interpret it as: 
“After five years of failing to deliver our 
promises, we would now like to double a lot 
of prices. Do you accept?” Perhaps, as in Po- 
land, more democracy will have to come be- 
fore more economic reform. 
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Len tenn temen n nan y ht Ho 





> tredeft breakaway. from Democrati Union (see 
elow), Mr- Ubozhko modestly describes himself: as 
the only leader who, standing at the head of the state, 
n puli it out of catastrophe” 


Orthodox Constitutional Monarchy party 


" Founded: May 19 #990: (birthday 
. "of Nicholas il; — u" 


Membership: unk unknown 





Leaders: S. Yurkov-Engelgardt, 
. Neliya Milovanova 


Wants to unite the Busslan Orthodox church, the amy 
and KGB under.a restored constitutional monarchy. 
Members swear allegiance to the grand duke Vladimir 
Kirilovich Romanov. Other monarchist groups want the 
‘tsar to be elected " a nationwide assembly 


entere mm mmm tret sept t jar age 


oñitre-left. sid n on an n organisation. called the Union 
apis Democrats, which i is in turn a revival 











Founded: March 1990 — 7 
Membership: 3, ,000-4, 00  .— 


Leader: Vladimir Zhirinovsky- E 


No ideology, our theory is common sense." Pro free 
arket. Split away from the Democratic Union. 
icribed by former allies as "trash" and "an arm of 


(but not s^ a formal party) Nu 
Membership: unknown . 
Leader: lgor Korovikov - 


Pro-business. The party ihe à 





0-0f p ; atives, it has 
money but limited poa : BE ne mot admit 
Communists l i 








' because its founder is a long-time religious dissi 


; Russian C Communist party in the CPSU i 




















ONFUSED about the new democtatic parties sprouting all over the Soviet Union? 
WM Here is our Moscow correspondent's guide to the main ones in the Russian Repub- 
lic; ranked on a scale of importance from one to ten. This guide shows groups that have 
set themselves up (or are about to set themselves up) as political parties, plus three main 
ictions of the Communist party. It excludes parliamentary clubs like the Interregional 
jroup or Soyuz, and Pamyat, the society of antisemitic “patriots” which. has. put Dr 

ard candidates at local elections buti is not registered. as a party. ; ; 





Christian Democratic Union - 


“Founded: April 1 1968 
: ^ Membership: 2,5( 2500 
: m 
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Plans to set üp an umbrella group called the. Russian 
Democratic Forum - F 


. Founded: January 1990 
. Membership: 2000 — 2, 000 - 


- Leaders: Bori Boris Gidaspov, - 
Nina Andreeva 


Neo-Stalinist, in favour of strict central planning and 
Russian imperíalism. The fundamentalists of the 


Communist party hostile to President Gorbachev and 
perestroika. The faction is not.recognised by the- 


national Communist party but has won the epee 
of the local Leningrad party 


Socialist party 
Founding congress planned in June 
Membership: 1,000 
_ Leaders: Boris Kagarlitsky, 
Viadimir Makhonov, e 
Lev Volovk © .— 


Socialist. Connected with the. strike committees of t the 
unofficial trade-union movement. Wants to give state 





| property api economic control to local. governments. 


| Democratic Union 


Founded: May 1988 
Membership: 2, 000 - 
Leaders: None (very democratic) 


Uncompromisingly anti-Communist. The earliest: and 
bravest of. the informal political parties; determined 


_ from the beginning to behave as if the Soviet Union 
were a proper democracy. its pioneer demonstrations 


were broken up by the KGB. it continues to boycott 


elections as insufficiently free, but its influence is 


falling as the country becomes more democratic and 
members leave to set up other parties 


Russian Popular Front 
.. Founded: December 1988. 


E à 


Membership: Up to 40,000 


Leaders: Viadimir Ivanov, 
M. Skurlatov 


Fia the free market, democracy and the spiritual 
rebirth of Russia. One of the largest of the new parties, 


it attempts to do in Russia what the Popular Fronts are 


doing in the Baltic and TransCaucasian republics. 
Oddly mixes western democratic and Russian 


Orthodox values. if is split between the liberal Ivanov 
. faction and the social democratic Skurlatov wing 





the reformist wing of 


VH failed ‘to attra ‘better-+ 
deputies, who are drifting towards the Russian 


du © Peoples’ party Split between Muscovites (who want a 


 Centre-right. linplacably anti-Communist, it has: sidie | 
- links with western Christian Democrats. Wins re 


Alexander Oporedalkon 


Centralised, on 
spect —. 
t 
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Unite v Workers Front 











Social Democratic Party of Russia 
Founded: ed: May 1990 
< Membership: 5,000 


met a e a Tr eim teen HEY Me TER NES S NEN IH MEA ASIA RESI HY ERA EA 


epis Oleg Rumyantsev, 
Nikolai Tutov 


- Centre-left. Well-orpanised, with good links to West | 


European social democratic parties. Linked also with 
Communist party, but rules out 






a coalition. with Co 
unded in Estonia in January. 





centralised - part 





f) and. singraders (for a de- 
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Democratic Platform (see below). 


power 


"Founded: October 1989 - 


Membership: more than 5,000 - 
Leader: Veniamin Yarin 


—————Á— 


Marxist-Leninist. Stands for central planning, 
guaranteed full employment and a minimum wage. 
Closely allied with, and often indistinguishable from, 
the Marxist Platform of the Communist party. It has 
strong support in the large but polarised industrial 
cities of Leningrad, Moscow and Sverdiovsk. Its leader 
isa ppm working-class hero in the Peronist mould 





Democratic Platform of the Communist party 


Founded: January 1990 


——((———————HÓ RP 


. Membership: 500,000 


Leaders: Vyacheslav Shostakovsky, 
- Gavriil Popov, 
Boris Yeltsin 


MR ee He is re nemen e enne m a pata Rn d 


Social Democratic. The “tleft-radicais” (ie, reformers) 
of the Communist party. They want to turn the party in 
to a Socialist one, encouraging. free. enterprise and 
ending Communist control of factories, the army and 





. KGB. Target of attack by party conservatives. Embraces 


many of Russia's most respected reformers, but they 
seem unlikely to take over the party, so many (but how 
many? and how coherently?) will split away 


Russian People" s party 


:. Organising committee exists, but - 
party not yet formally founded _ 


Membership: -— 


Leaders: Nikolai Travkin, 
Yuri Afanasyev 


Centre-left. Inténded: to be the home for disaffected 
Communist reformers if or when they leave the 
Communist party. Mr Travkin urged the new unofficial 
trade-union organisation, the Confederation of Labour, 
to affiliate but it turned him down. The army trade 
union, Shield, and April; an influential reform group of 
the Soviet Writers’ union, may, however, join. - 


sts, It is part of the. Social 
nown: social democratic - 


ikes some elements < 
of perestroika, but dislikes the party's loss of monopoly i 
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Romania 


Back to Front 


FROM OUR BUCHAREST CORRESPONDENT 


Y NOW you know the familiar East Eu- 

ropean fairy tale. A revolution over- 
throws the evil communist regime. Free elec- 
tions follow a few months later. The good 
democrats triumph, and everyone hopes to 
live happily ever after. 

But in Romania the ending has not been 
quite so happy. The people who won the 
elections on May 20th were former Commu- 
nists, though admittedly ones who had 
helped to bring down the Ceausescus. The 
most forthright anticommunists were 
trounced. People are worried that dictator- 
ship may not have been defeated after all. 

These worries may be exaggerated. Yes, 
the election campaign was dirty, with wide- 
spread intimidation especially in the coun- 
*ryside. The poll itself was tainted by numer- 
yus irr rities. But the size of the 
-~ National Salvation Front’s victory leaves no 

doubt that it really was the people's choice. 
In parliament the Front—a coalition of ex- 
Communists, soldiers and intellectuals who 
have been running Romania's interim gov- 
ernment—won two-thirds of the seats with 
66% of the votes. Its leader, Mr Ion Iliescu, 
was elected president with a whopping 8596 
of the vote. 

The Front had been expected to win, as 
a known force that could boast of bringing 
more freedom and more food in the shops. 
But the opposition had not been expected 
to do quite so badly. The National Liberal 
partys candidate for president, Mr Radu 
Campeanu, won only 1196 of the vote; his 
party got a mere 6%. The right-wing Na- 
tional Peasant party was beaten into fifth 
place, behind the Hungarian Democratic 
Union (which represents the Hungarian mi- 
nority of 2m or so in Romania, and has 
- merged as the second-largest party, with 
,96 of the vote) and the Greens. The Peas- 
ants seemed a party of old-timers and their 
promises of land reform were largely irrele- 
vant. Land redistribution had already 
started. So the peasants voted for the people 
who had given it to them: the Front. 

People queued for seven hours to vote 
last Sunday. Clearly, most voters ignored 
the opposition's assertion that the Front 
was just the old Communist party in dis- 
guise. The Front itself says it stands for so- 
cial democracy, for a market economy, for 
political pluralism and national reconcilia- 
tion. President Iliescu professes a predilec- 
tion for the “Swedish model”. He is also 
keeping open the possibility of inviting op- 
position politicians into the government, 

The Liberals’ Mr Campeanu is still in 
high dudgeon about the elections. “They 
were stolen," he says. Would he accept a 
cabinet post if it were offered to him? He 
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Iliescu's hour 


may prefer to lead the opposition. 

The new parliament is a constituent as- 
sembly with only a two-year term. The Fron: 
says that it will move cautiously to a market 
economy. This will be even harder than else- 
where in Eastern Europe. Romania had few 
experiments in economic reform; Stalinist 
planning prevailed. The concept of cus 
tomer service does not exist. Privatisation 
will be tricky, however slowly it is taken. 
There is no money in Romania for local buy- 
outs, nor is there much that foreign inves 
tors are likely to be interested in buying. 

Has Romania simply swapped one type 
of one-party rule for a slightly snazzier ver- 
sion? The size of the Front's victory means 
that the formal parliamentary opposition 
will be weak. But the Front itself, a rather 
broad coalition, may find its own members 
unwilling just to toe the party line. And the 
country as a whole, having discovered the 
spirit of opposition last December, is no 
longer easily dictated to. 

In Bucharest's University Square, an 
anti-Communist demonstration has been 
going on for more than a month. On May 
22nd the minister of justice went to visit the 
square's hunger strikers. He was chased off 
and a colleague was attacked. Yet the 
Front's officials still talk of tolerance. The 
Front knows that it is on trial now, and is on 


its best behaviour. 





Turkey 
That dispensable 
feeling 


FROM OUR ANKARA CORRESPONDENT 


ERHAPS no nation views the momen- 

tous changes in Eastern Europe with 
greater unease than Turkey. For nearly four 
decades successive Turkish governments 
have luxuriated in the assumption that, as a 
front-line country within NATO, Turkey was 
indispensable to the West. It was a splendid 
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bargaining lever in Turkey's dealings with 
its western friends. Now, as the Soviet se 
recedes, the Turks sense they are no long 
as indispensable as they were. 
To make matters worse, the upheavals 
in Eastern Europe coincided with the Euro 
pean Community's rejection of Turkey's 
application for early membership. Down: 
graded in one western club, excluded from 
another: no wonder many Turks feel af 
fronted, and are wondering where they 
really do belong. P 
Yet, so far, the government has made no 
serious attempt to adapt its policy tot e 
changing conditions. The prime minister, 
Mr Yildirim Akbulut, admits unblushingly 
his i ignorance of world affairs; his chief inter 
est is to keep the tottering Motherland part 
together. The recently appointed foreign 
minister, Mr Ali Bozer, is still pursuing t 
chimera of early entry to the Commur ty 
ahead of other contenders, on the groun % 
that Turkey “applied first” (in April 198 D). 
The Turks are behaving as if nothing had 
happened in the past six months. i 
To suggest, very respectfully, toT ish 
officials that flexibility and imagination may 
be needed in response to a changing Europe 
is like stirring a bowl of treacle with a wad of 
tissue paper. The stock answer is that Tur 
key remains loyal to NATO; that NATO mu: 
go on being NATO for ever (or for many ie | 
to come); and that because of its fidelity to 
the West over the years Turkey deserves to 
be the 13th member of the present o- 
pean club (rather than, say, the 20th and re 
motest member of a much broader Comm d 
nity some time in the distant future). 
Outside official circles, however, there is 
at least a ferment of discussion, much of 
unrealistic, about the country's destiny. 
Some right-wing extremists dream of a pan- 
Turkish empire in the next century in whi 
the Ankara government would exert hege- 
mony over—or absorb—rebellious Tu dc 
areas of the Soviet Union: Azerbaijan is the 
most obvious example. This takes a bit of 
believing. When a cabinet minister, - ME r 
Ercument Konukman, boasted in Januan 
that "several states in the Soviet Union, an id 
in China, will be under the Turkish flag in 
the next century,” he was slapped down by 
President Turgut Ozal himself. Mr Ozal 
made it clear that Turkey was not going to 
antagonise the powers-that-be in Moscc ow 
(or Beijing) gratuitously. 
In so far as Mr Ozal has a coherent ap 
proach to the changes in Eastern Europe i 
is dominated, as always, by economic con- 
siderations. At first, he and his minis i 
were alarmed that western investment and 
credits might be diverted from Turkey to 
countries like Poland and Hungary. Now h 


m 


t 


argues that the opening of Eastern Europ x 
offers glittering opportunities for Tu cis h 
business—and even claims that Turkey ca a ^ 


teach the Poles, Hungarians and others hoy 


to switch their economies from central-con : 
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Growing up to a new world : 


trol to free-market. (Cynics might argue that 
the Poles are already ahead of the Turks in 
-respect.) Mr Ozal is also peddling the 
lea of a Black Sea zone of economic co-op- 
ation, embracing Turkey, the Soviet 
jon, Bulgaria and Romania. What this 
uid mean in practice is unclear. 
Some Turkish intellectuals speculate 
t Turkey, wearing its NATO hat, can 
mehow become the dominant power in 
the Balkans. That might please che Ameri- 
cans, if it ever happened. But it runs counter 
to yet another notion (or pipe-dream!): that 
Turkey should project itself as primarily a 
Mediterranean country and link up with the 
so-called Latins of southern Europe. Quite 
how these links would work is again unclear. 
_ What may come to matter more than 
any of these fanciful ideas is Turkey's rela- 
ns with Germany. Turkey and West Ger- 
any are currently at loggerheads over a 
number of issues, the latest being a rumpus 
ver alleged espionage by their respective 
elligence services. The Turks still feel ag- 
d over Germany's unwillingness to 
: their bid for EC membership, and are 
ul for the fate of their Gastarbeiter in a 
Germany under pressure to find jobs 
and housing for Germans. 
Yet, paradoxically, the Turks have few 
ualms about German unity. They have 
yer been at the receiving end of German 
weression, so they worry less than other na- 
s about its dangers. Some Turks are al- 
dy talking about a future "partnership" 
tween the two countries. Pessimists fore- 
st that Turkey could become not the part- 
t but the puppet. 





untry's potential, many perceptive Turks 
e haunted by the feeling that history could 
ive Turkey behind. A disoriented Turkey 
ould not be a comfortable neighbour for 





For all Mr Ozal's bombast about his 








































other Europeans. Yet Turkey’s policymak- 
ers will have a hard time deciding how their 
country fits in to the new world. For them 
too, life was. simpler while the cold war 
lasted. 





West Germany 
Objection 


FROM OUR BONN CORRESPONDENT: 


“VEN asa convalescent, Mr Oskar La- 

fontaine ‘plays for high stakes. Hardly 
out of hospital after a stabbing attack, he 
has taken his biggest gamble by opposing 
the treaty creating an economic and mone- 
tary union between the two German states. 

Under the pact signed in Bonn on May 
18th, GEMU is meant to start in early July. 
Now, because of Mr Lafontaine, the Social 
Democrat who aims to oust Mr Helmut 
Kohl as chancellor, there is just a chance it 
will not. Thanks to regional election vic- 
tories, the Social Democrats are about to 
gain a majority in the Bundesrat, the second 
chamber of the federal parliament. If the 
GEMU pact is rejected by the Bundesrat on 
June 22nd, then it will not enter into force as 
planned. 

In shunning the treaty as it gene Mr 
Lafontaine took at least three risks. Senior 
Social Democrats who think the treaty is 
fine, like Mr Walter Momper, the mayor of 
West Berlin, might have failed to back him. 
In the event they went along, grumbling, af- 
ter Mr Lafontaine threatened to give up his 
bid for the chancellorship. Some Social 
Democrats take the threat as a sign that 
their candidate has lost his enthusiasm since 
the knife attack on him in April. More likely 
it is further evidence of his readiness to go to 


the limit t to | 


party to his will. 

Mr Lafontan alis risked (and has to 
some extent created) friction with the East 
German Social Democrats, who are in the 
coalition ideal in East Berlin and 
proud of their role in co-helping to negoti- 
ate the GEMU pact; But he can live with that. 
Much more dangerous could be the reaction 


across the border if the treaty really were 


blocked and East Germans did not get their 
D-Marks in July as planned. The result 
might be a new surge of East Germans flee- 
ing west—and much acrimony against Mr 
Lafontaine. 

— So why has he gone out on such a limb! 
Probably because in an election year domi- 
nated by German unity he cannot afford 
simply to acquiesce on so crucial a pact. If he 
did so and GEMU went well, Mr Kohl would 
get the benefit anyway; if it went badly, the 
Social Democrats would be jointly pilloried 
for their inaction. Hence the Lafontaine list 
of "improvements" to the pact, including a 
firmer commitment to a cleaner environ 
ment (most Germans like the sound of that); 
more protecion for East German firms and 
jobs in the first phase of GEMU (which would 
presumably mean a bigger bill for West Ger- 
mans, but this is not specified); and a pledge 
to claw back the assets of the former East 
German communist party and plough them 
into national reconstruction. 

If their demands are accepted, the Social 
Democrats will argue that they did all an op- 
position party could be expected to do to 
improve GEMU. But will they be? Some mem- 
bers of Mr Kohl's Christian Democratic 
party are ready fora deal—say, incorporat- 
ing Mr Lafontaine's points in an annexe to 
the pact or in an exchange of letters between 
the two governments. Even Mr Kohl may 
budge eventually, though he would much 
prefer to force his rival to back down. 

But Mr Lafontaine is a wily player with 








Lafontaine the gambler - 















FROM OUR BERLIN CORRESPONDENT 


German monetary union in July. 















strong nerves. An opinion poll on May 21st 
confirmed that he would beat Mr Kohl in a 
direct run-off between them for the chancel- 
lorship. It also showed that his Social Demo- 
crats have gained a bit more support nation- 
ally since their regional election gains on 
May 13th. It is too soon to count him out of 
the game. 





Hungary 


Good, but not yet 
owitzerland 


FROM OUR BUDAPEST CORRESPONDENT 


ISCARDING four decades of commu- 
- nism need not be a traumatic experi- 
ence, as Hungary showed this week when 
the once-persecuted opposition moved into 
the government’s offices without a murmur 
of protest from their former occupants. At 
the ministries, political appointees of the ex- 
ruling party had already resigned, leaving 
only professional bureaucrats ready to serve 
their new masters with as much—or as lit- 
tle—competence as before. Although the 
new government has promised a thorough 
overhaul of state administration, only the 
defence bureaucracy, with its Stalinist com- 
mand structures, is facing a real upheaval. 
"Hungarians yearn for the tedium of 
Swiss life," says the new trade and industry 
minister, Mr Peter Akos Bod. The govern- 
ment seems dedicated to fulfilling this wish. 
Polish-style shock treatment for the econ- 
omy has been ruled out. The emphasis is on 
a more gradual transformation. A contro- 
versial parliamentary motion calling for 
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OW odd for East Germany, a coun- 

try so many people have over the 
years wanted to escape from, suddenly to 
find itself having to cope with large num- 
bers of immigrants. In recent weeks 
Lichtenberg station in East Berlin has be- 
come an unofficial clearing house for at 
least 4,000 would-be immigrants from 
south-eastern Europe. When the 23.00 
train—already known as the Orient Ex- 
press—arrives, the station fills with new- 
comers from Romania and Bulgaria, at- 
tracted by better health care and the 
prospect of the D-marks due to come with 


The immigrants, among them many 
gypsies, come mainly from Romania. The 
authorities are trying to put them up in 
disused army or Stasi (secret-police) bar- 
racks. According to the government’s 


The back door to D-marks 


spokesman, Mr Matthias Gehler, immi- 
gration is “something we will have to 
learn to live with.” 

Up to a point. To counter a further 
stream of arrivals, the government has in- 
troduced tougher immigration controls 
for citizens from countries of what used to 
be the communist block. This legislation 
will not affect the Siebenburgs- 
deutschen—ethnic Germans from Roma- 
nia—who have been flooding into both 
East and West Germany in recent weeks. 
Most of the Romanian Germans have 
been coming to Nuremberg in West Ger- 
many, where on May 18th alone more 
than 2,000 arrived. Since January 30,000 
Germans from Romania have emigrated; 
a further 150,000 are thought likely to 
come out eventually. 

In addition to the new problem of im- 


withdrawal from the Warsaw pact has been 
assigned to the labyrinth of committees. 

Pre-election fears that victory by the 
centre-right Democratic Forum would bring 
a turn towards nationalism have also proved 
unfounded. The prime minister, Mr Jozsef 
Antall, who belongs to the party's western- 
oriented liberal wing, has successfully by- 
passed the populist writers and historians 
who co-founded the party; none of them has 
got into his cabinet. 

In a tacit admission of the Forum's lack 
of economic expertise, Mr Antall has ap- 
pointed two non-party academics, Mr Fe- 
renc Rabar and Mr Bela Kadar, to head the 
ministries of finance and foreign trade. The 
task of preparing Hungary's integration inzo 
European organisations—including, the 


Sweet tedium in Budapest 


ers—mostly from Vietnam—who no 


plied for asylum. Others have chosen to 
stay and exchange their Ostmark wages 
for D-marks on the black market, which 
they now virtually control, before return- 
ing home. 


vage something from their five-year stint 
as guest-workers. They were forced to live 
in barrack-like accommodation, paid far 
less than their German colleagues and 
were allowed only one trip home in their 
five-year stay. When German economic 
union arrives, their labour will no longer 

be required. Unemployment is already ris- | 


guarantee jobs for Germans; workers 
from the old communist ally Vietnam will 


migration from abroad, East Germany is 
learning to cope with former guest-work- 






longer want to return home. According to 





Radio Hanoi, 4,000 of the 60,000 Viet- | | 





namese in East Germany have already ap- 











For many this is a last chance to sal- 














ing. The pressure on the government is to 








be sent home. 






———_—__<_——— 


government hopes, full membership of the 
European Community within a decade— 
will fall to a non-party legal expert, Mr Fe- 
renc Madl. The foreign minister is Mr Geza 
Jeszenszky, an Anglophile lecturer on inter- 
national relations. 

Mr Antall was less successful in clipping 
the wings of his most awkward coalition 
partner, the Independent Smallholders 
party. It got four places in the 1 7-member 
cabinet, including the agriculture portfolio. 





The quarrelsome Smallholders will now try y 


to implement their plan, which even the Fo- 


rum describes as unrealistic, to restore land — 


to its 1947 owners. The third coalition part- 


ner, the Christian Democratic People's 
party, was less ambitious. It asked for, and 
was given, only one portfolio: the ministry 
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en the Forum's strongest rivals, the — 
Democrats (liberals), emerged. with a 
olation prize for coming seconc in the 
ion. In exchange for supporting. the 
ernment’ s constitutional amendments, 
h require a two-thirds majority, the Fo- 
backed the Free Democrats' candidate. 
he presidency, Mr Arpad Gonc:. Presi- 
Goncz, a writer and literary translator 
spent six years in jail after the 1956 up- 
g sed be a reassuring symbol of a bipar- 
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N THE four years he spent 
re orming. the European. 
mmunity’s crazy agricultural 
licy, Mr Frans Andriessen 
s a star. He is shining no 
nger in his current job as the 
:'uropean Commission's equiv- 
lent of foreign minister. He is struggling 
with many of the EC's most urgent prob- 
ems: the Uruguay round of GATT negotia- 
ns; talks with the European Free Trade 
SO iation about a "European Economic 
Space”; co-ordination of 24 rich coun- 
tries’ aid to Eastern Europe; the creation 
ff association agreements with the East 
Europeans. 

~~ It is alla bit much, even for someone of 
-Mr Andriessen's abilities. He cannot be 
everywhere at once, though he does his 
best: during five weeks in April and early 
May, for instance, he visited Japan, South 
- Korea, Hongkong, South Africa, Mexico, 
South Carolina, Washington, Boston, 
Dublin and San Francisco. 

"The Italian trade minister, Mr Renato 
Ruggiero, complains that Mr Andriessen 
sO busy with Eastern Europe that he has 
ot given enough attention to the stalled 
ATT round. A delayed flight from Amer- 
a earlier this month made Mr 
idriessen miss a special commission 











reed on a proposed mandate for talks 








May and the EFTA talks lost a month. 








lations should be api into two dope 4 
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eet ing in Brussels that should have 


ith EFTA; EC foreign ministers were —— 
refore unable to approve the mandate |^. 


Many commissioners believe that Mr. I 
ndriessen's brief of trade and external. 


o enjoys. pap and likes t $e 
mmediate, problem. Mrs 


“gave a nod toa pex market e Mer Ann 


privatisation and convertibility of the 


forint, but was vague on the mechanics and 


timing. In the next 100 days the government 
will begin bankruptcy proceedings against 
the worst loss-making enterprises, start its 
battle against inflation—currently 25%— 
and try to stimulate the fledgling private sec- 
tor. Then, after it has had time to examine 
the books and assess the communist legacy, 
the Antall government will produce a de- 
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Delors is an emotional French 
Socialist who does not shun de- 
tail but is happiest with grand 
strategy. 
Mr Andriessen gets on badly 
with many of the other commis- 
sioners, who find him prickly. 
Mr Martin Bangemann, the senior Ger- 
man commissioner, has infuriated Mr 
Andriessen by visiting East Germany, and 
pontificating about it; Mr Andriessen 
reckons this is technically foreign soil and 
therefore his concern. He is also involved 
in frequent territorial clashes with Mr Ma- 
nuel Marin, who covers the African, Ca- 
ribbean and Pacific countries, and Mr 
Abel Matutes, whose brief is the rest of 
the third world. Both Mr Andriessen and 
Mr Matutes claim responsibility for South 
Africa. Captain Delors bemoans the lack 
of team spirit in his commission. 
It is the fate of foreign ministers all 


- over the world to be accused of being too 


kind to foreigners. Some of his colleagues 
reckon Mr Andriessen is not a hard 


| going. goverhment aré wo 








ying. Industrial - 
production fell by more than 6% in the first 
quarter of this year, and the budget deficit is 
as depressing as ever. For the first time in 40 
years the number of job-seekers exceeds the 
‘number of vacancies, and thousands of 
school-leavers are about to pour into the 
market in a month’s time. Whatever the 
government comes up with, the tedium of 
Swiss life will remain a distant dream. 

a RE REDE 


enough negotiator. They have attacked 


him for being prepared to give EFTA too 


large a role in decision-making in a future 
European Economic Space. Mr Ray 
MacSharry, the lrish commissioner re- 
sponsible for farm policy, fears Mr 
Andriessen may give away too much in 
the GATT talks, and would like him to 
sound tougher. - 

For all chat, Mr Andriessen has a mea- 
sured negotiating style and avoids making 
provocative public statements. Officials 
from America, Japan and EFTA rather like 
Mr Andriessen for his unabrasive man- 
ner, though they are worried -how little 
time he has available. 

In Dutch politics Mr Andriessen was 
known for stubbornness. He has not en- 
tirely lost that reputation during his ten 
years in Brussels, where flexibility is some- . 
times needed. Not that stubbornness is 
necessarily a vice. A religious background, 
including 18 years spent working for a Ro- 
man Catholic housing association, left Mr 
Andriessen a morally upright politician. 
He has declined to meet representatives of 
regimes he disapproves of, such as—in the 
days when they were nastier than they are 
now—East Germany and South Africa. 
He once argued at a commission meeting 
that one of several reasons why Turkey 
should not become a member of the EC 
was that it was not a Christian country. | 
Mr Andriessen is never accused of | 
duplicity. 

He would like to be the commission’s 
next president. But some of his colleagues- 
say that a “lack of vision” disqualifies . 
him. He has not produced new ideas on 
constitutional reform, on the Helsinki 
process or (save a proposal for a special 
financial safety net) on how to deal with 
Eastern Europe. But the Andriessen style 
has its admirers. A senior British diplomat . 
denies that lack of vision is a fault: “Td. 
buy a foreign minister without vision any | 
day. Those with vision tend to start wars." | 
If this dogged. Dutchman. can. prevent | 
trade wars by getting a GATT agreement— 
as well as a deal with EFTA and results in 
Eastern. Europe—his many critics . v may , 





have to shut up. 
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. ENI was the first to choose an approach basedonco- revenue coming from abroad, ENI has made a tan- 
- operation and dialogue, when developing its opera- X gible contribution by opening up new markets and 
tions abroad. From agreements in the Middle Eastto advanced industrial frontiers. Energy, chemicals, 
joint ventures in Africa, to exchanges of technology engineering and services, heavy machine con- 
and contracts in Russia and China, ENI Group com- struction, textile machinery, non-ferrous metal- 
panies have started new ventures everywhere and — lurgy and mining are the Group's main sectors of 
have actively participated in the develop- [A activity. Today, just like yesterday, for 





ment process. With activities throughout the ENI Group of companies the right 
the world and more than one third of its approach is co-operation. 
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The odd country 


TALY is much more peculiar than it appears. To 

outsiders, even to some of those who think they 
know it reasonably well, it looks much like other 
European countries. lt occupies a familiar boot- 
shaped space on the map, making it far easier to 
identify than, say, Germany or Poland. Its people all 
speak the same language, unlike, sav, the Swiss or 
the Yugoslavs; they all eat pasta five times a day, and 
nearly all are members of the same church. So they 
look pretty homogeneous, much less diverse than, 
say, the Belgians, the British or even the Spanish. 
Lastly, they have a long and distinguished history. 
Indeed, for more than 1,000 years after the decline 
of ancient Greece, Italy was the cradle of European 
civilisation. In this sense Italy appears to be the Eu- 
ropean country par excellence. 

If this has been your image of Italy, the greatest 
surprise of recent years may have been its astonish- 
ing economic success. For mixed with many an out- 
sider's reverential view of Italy's past civilisation has 
been a somewhat patronising one about its ability to 
provide the basic conveniences of modern life: art 
galleries that may occasionally be open to visitors, 
airline flights that are not habitually cancelled be- 
cause of strikes, banks that can cash a traveller's 
cheque in something less than a hour. Could such a 
country, part ramshackle museum, part pastoral 
time-warp, really be a serious economic force? 

The answer is yes. This nation of gondoliers, ex- 
trovert waiters, chaotic World Cup hosts and black- 
clad, donkey-borne peasant women straight from 
central casting is now the fifth-biggest economy in 
the world. Its people are richer than the British. It is 
by no means fanciful to imagine them in due time 
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overtaking West Germans and Scandinavians in 
their living standards. 

Some Italians are still a bit surprised by their 
wealth; they continue to think of themselves as 
poor. They should not: the economy may grow less 
spectacularly during the 1990s than it did during 
the 1980s, but Italian prosperity is not in doubt. 
The big issues still undecided are political ones. If 
they are resolved satisfactorily, Italy will not only 
prosper and flourish economically, it will become a 
thoroughly modern state in every sense. If they are 
not, Italy will continue to achieve much less than its 
economic potential, and at the same time continue 
in political terms to be an odd-man-out in Europe. 
To understand the significance of this, it is neces- 
sary to abandon the image of Italy as “just another 
European country". It is really very peculiar. 


Land of paradoxes 


Some of its strangeness can be seen from its contra- 
dictions. Start with the most important, because it 
helps to explain so many of the others: Italy, the 
country of Paestum and Segesta, of the Pantheon 
and the Colosseum, of Francis of Assisi and 
Thomas Aquinas, of Michelangelo, Leonardo da 
Vinci, Galileo and Dante, is a young nation. Uni- 
fied only in 1870, Italy is about the same age as Can- 
ada, a bit older than Australia, a bit younger than 
Brazil, Chile or Liberia. By comparison with Euro- 
pean nations like France and Britain, Italy is a 
Gianni-come-lately. 

It should not therefore be surprising that Italy is 
far from homogeneous and that this astonishingly 
rich country is also astonishingly poor. The worry- 





Politics has been 
left behind by 
economics in 
Italy. Will the 
collapse of 
communism in 
Eastern Europe 
and the 
integration of the 
European 
Community help 
to change a 
political system 
that looks 
increasingly 
antique, asks our 
foreign editor, 
John Grimond? 



















-particular between parts of the north, such as Lom- 
bardy and Piedmont, and parts of the south, such as 
Campania, Calabria and Sicily. The gap is worrying 
because it is not only wide but increasing. 

Linked to this division between rich and poor is 












between the chic woman who does her shopping in 
Milan's via Montenapoleone, for instance, and her 
Calabrian counterpart who may be seen in the 
mountain villages carrying goods on her head. More 
curious, however, is the difference between almost 








an order to one of Italy's countless 

entrepreneurs for the shoes or-gas — | 
kets or machine-tools you require. 
and he will meet your requirements 
more effectively than his competi- _ 
tor anywhere in the world. Goto | 
the post office, pick up the tele - 
phone, despatch your goods by 

train, and pray for serenity lest in 

your frustration you explode like. 
Vesuvius. 21 




















This, you may say, is just par 
for the course anywhere in the 
world. It isn't, for three reasons. 
First, Italy's public sector is bigger 
than almost any other western 
country's. The state may have a 
hand in virtually any activity imag- 
inable, from the setting of milk 
prices to the provision of fresh vegetables in Rome. 
Second, the public sector is not inefficient 
merely because it is insulated from the rigours of the 
marketplace. It labours under the extra burden of 
lottizzazione, a patronage system whereby jobs in in- 
dustry are parcelled out to political appointees 
rcughly according to the electoral strength of the 
parties. Thus if the biggest state holding company, 
IR1 (the Institute for Industrial Reconstruction), is in 
Christian Democratic hands, as it is, che second-big- 
gest public-sector plum, ENI (the National Hydrocar- 
bons Corporation), must go to the Socialists, the 
second-biggest party in government, and the third- 
biggest holding company, EFIM, to the Socialists or 
Republicans. The result of this spoils system is that 
the captains of public-sector industry must have the 
correct political qualifications as well as—and some- 
times instead of—the correct managerial ones. 
Third, public-sector inefficiency is not confined 
to industry; indeed some parts of state-controlled 
industry, such as Aeritalia, an air-frame manufac- 
turer, may be exceptionally well run. But exception- 
ally is the word and, more to the point here, the 
inefficiency tends to permeate Italy's entire bureau- 
cracy. Try to claim your pension, try to secure a hip 


you enter a world by Kafka out of Dante. Parts of 
Italy's public service, such as some of its diplomats 
and its central bank, the Bank of Italy, are models of 
^ the utmost efficiency. They are also islands of the 
: utmost rarity. MEM 

$ Another private-public contradiction comes in 
here: Italy is a country of private thrift and public 
profligacy. Maybe it is because Italians have little 


ae | ! . proportions in the world. | | 
a separate division between the sophisticated and — 
the primitive. Of course, the north-south income 
differences mean other- n orth-south differences— ow | 
: deficits in the world: some 11% of DP. Nowadays it 


anything private and almost anything public. Give 


Everlasting Andreotti 


operation, try merely to make an appointment, and 






e banks, mostly state-owned, 
are unsophisticated at persuading Italians to accept 
credit. Whatever the reason, Italians save about 
22% of their disposable incomes, one of the highest 
It’s just as well. The government, presiding over 
a huge and hugely inefficient public sector, runs 
what is proportionately one of the biggest budget 


is composed almost entirely of interest on past defi- 
cits, which together amount to about 10096 of GDP. 
If, interest-payments aside, the government could 
start running even small surpluses, the debt moun- 
tain would start to erode, interest rates would fall, 
J -— . savings could be released for pro- 
|. ductive investment. But, try as it 
says it will, the government finds it 
B extraordinarily hard to live within 
- its means. 

— "That is bound up with the last 
of the great contradictions: Italy’s 
. volatile stability. When Mr Giulio 
Andreotti put together his govern- 
ment last July, it was the country's 
49th since 1945. Yet turbulent wa- 
ters run deep. Each of these 49 gov- 
 ernmen 


: nts has been dominated by 
Christian Democrats, and most 
have been led by one—like Mr 
Andreotti. Having first held office 
in 1947, he has held a senior post in 
.28 cabinets and been prime minis- 
ter six times. He is a wily survivor, 
but his durability is not unusual. Though the aver- 
age life of an Italian government is less than a year, 
there is an unchanging quality to Italy’s politics that 
makes it unlike that of any other West European 
country. Italy is alone among European democracies 
in having no alternation in government. The watch- 
word instead is trasformismo, the practice dating 
back to 1876 whereby the Historical Left was able to 
bring in the policies of the Historical Right, and 
then vice versa, and whereby nowadays all change is 
nicely blurred and therefore gentle. Trasformismo is 
not the Anglo-Saxon way of doings things but, say 
its defenders, it is democratic and it brings stability. 


The blasts from Berlin, and Brussels 


Almost every one of Italy’s main problems has its 
origins in one or more of these central contradic- 
tions. So set about resolving them? The trouble is 
twofold. First, the contradictions are linked; start to 
tackle one and you quickly come up against the oth- 
ers. Second, a lot of people, and not just the Chris- 
tian Democrats, rather like things the way they are. 
It is even possible to argue that most of the good 
things in Italy, as well the bad, derive from the 
contradictions. Whether you believe that or not, it 
is hard to deny that one of the assumptions on 
which they rest is now open to question. That is the 
eternal nature of government dominated by Chris- 
tian Democrats. EM QE 
That assumption collapsed along with the Ber- 
lin Wall. The Christian Democrats’ strange and 
abiding position has derived from one fact: the 
strange and abiding existence of a Communist 
party, which, however unlike other Communist 
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parties, could not be allowed to form a government 
in a western democracy. The dominance of the 
Christian Democrats and the lack of alternation in 
government have both depended on the Commu- 
nists. With the collapse of communism in Europe, 
the prohibition on the Italian Communist party 
(PCI) as a party of government is lifted. The only 
question is whether the Communists themselves 
can continue, even more strangely than before, to 
abide in a West European democracy. 

The wind of change does not, however, blow 
only from the north-east. Italy is also about to feel a 
blast from the north-west, as frontiers and trade 
barriers disappear to make way for 1992. The single 
European market will present obstacles and oppor- 
tunities for Italy's businessmen. But most of the 


hardship for them came when Italv joined the Euro- 
pean monetary system (EMS) at its outset in 1979. 
Since then they have been denied the convenience 
of large devaluations as a way of recapturing lost 
competitiveness; as a result, they have become strik- 
ingly efficient and responsive to the market. 

The disciplines of 1992 thus promise to be less 
of a worry to Italy’s businessmen than to those re- 
sponsible for its inefficient public services and its 
obstinate public debt; they are its politicians. The 
question for them is whether they will be able to 
continue to run the old show they know and love 
when bureaucrats from Brussels are combining with 
businessmen at home to make them manage the 
public sector more efficiently. To do so might just 
bring down the whole edifice of contradictions. 





Birth of The Thing 


F THE tremors set off in Eastern Europe last year 

are rattling hammers and sickles from Hanoi to 
Havana, no wonder they are rattling them much 
closer to home, in Rome. The Italian Communist 
party is undoubtedly in trouble, as this months's lo- 
cal elections showed. Yet few people in ltaly, no 
matter what their politics, see an early end to it. The 
Communists themselves, or rather the two-thirds of 
them behind their leader, Mr Achille Occhetto, see 
instead a new role for the party under a new name. 
For the time being, they say, never mind the label; it 
is La Cosa, The Thing, that counts. 

By shedding communism and unabashedly 
adopting social democracy, Mr Occhetto aims to 
change the Communists from a party of permanent 
opposition into one of government. Arithmetically, 
it looks possible. At the last general election, in June 
1987, the party won 2796 of the vote. Throw in the 
Socialists, with 1496, and the Social Democrats 
(396), and the parties of the left had 
4496—easily enough to outdo the 
Christian Democrats (34%), even if 
yoked together with the Republi- 
cans (3.796) and Liberals (2.196). 

It is absurd, you may think, to 
add up voting shares in a general 
election held three years ago to give 
an indication of current party 
strengths. Not in Italy. Voting pat- 
terns shift only marginally from 
election to election, which is why 
losses or gains of a few percentage 
points are greeted as defeat or vic- 
tory by parties and pundits alike, 
regardless of the order in which the 
parties finish. 

But then voting in Italy is not 
like voting in other countries. It has 
nothing to do with kicking the ras- 
cals out. Indeed, it has almost noth- 
ing to do with the formation of the 
next government, which is always 
fixed up between the parties or be- 
tween factions of the parties. Vot- 
ing is undertaken often and with 
enormous gusto: Italians go to the 
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polls about once a year for one election or another, 
as well as for referendums, and do so in higher pro- 
portions, consistently about 9096. than the citizens 
of almost any other western democracy. For Italians 
voting is an act of democratic piety. 

It is also a guide to the strength of political par- 
ties. That helps to explain why Mr Occhetto wanted 
to create The Thing even before the Berlin Wall 
tumbled around his ears. Except for a modest rally 
last year, the Communists' share of the vote has 
been declining ever since the European elections of 
June 1984, when, with nearly 3596, they outpolled 
the Christian Democrats for the first time. Party 
membership has also been in decline, as has mem- 
bership of the trade-union grouping affiliated to the 
party, the General Confederation of Italian Labour. 
More serious, the party membership has been grow- 
ing older. The Federation of Young Italian Commu- 
nists now has less than a tenth of the 500,000 mem- 
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Occhetto wants unity 


y bers it once had. And even Italy's intellectuals—the 


film directors, actors, writers, painters and so on, 
not to speak of myriad less celebrated academics 
and journalists, who have long given their support 
to the party—have been drifting away. 

This decline is probably impossible to reverse or 
even to stop, but Mr Occhetto may be able to slow 
it. In this he will be helped by history. The party 
owes some of its position as the biggest communist 
party in Western Europe to its honourable role in 
fighting the fascism that gripped Italy from 1922 to 
1943, The memory of fascism still permeates Italian 
politics and explains the obsessive need of the Ital- 
ians to have government by democratic consensus. 
Strong leaders, even strong governments, are sus- 
pect; everyone committed to democracy must be 
brought into the democratic process. 

One price of inclusive, unchallenged govern- 
ment has been corruption, especially among the 
Christian Democrats and the Socialists. The Com- 
munists, being formally excluded from national gov- 
ernment (though still cut in on many aspects of 
lottizzazione), are largely clean. And in local govern- 
ment, where they have not been excluded, they 
have been not only clean but efficient, at any rate in 
northern Italy. Communist-run Bologna and Siena 
are models of slick city housekeeping. 

This brings in Mr Occhetto’s second ally: 
lottizzazione itself. In a spoils system you do not 
vote against the party to which you owe your job lest 





by doing so you let in another party which will rob 
you of it. In Italy it is quite likely that not only your 
job but your house and your pension and your 
wife’s operation and your son’s contract and your 
nephew's promotion and your brother's building 
permit all depend on the local party secretary or 
some other party official. If you live ina town run by 
the Christian Democrats, it makes sense to join the 
party, take part in all its many social activities and 
make sure that the Christian Democrats stay in 
power, never mind their incompetence and venal- 
ity. If you live in a town run by Communists, the 
same applies, never mind their ideology of class war- 
fare and international revolution. 

As it happens, there has not been much of that 
from Italy’s Communists for years. The party has 
derived a certain status from its links with Soviet 
and East European communists, but since the 1970s 
it has taken its orders from nowhere. Marxist-Le- 
ninist dogma has been muted; the party has ac- 
cepted Italy’s membership of NATO; and in 1976-79, 
under the “historic compromise", the Communists 
agreed to support a minority Christian Democratic 
government. 

Since then, policy disagreements with the other 
parties, and powerful reservations among Italy's 
NATO allies, have kept it out of power, but the party 
has ceased to terrify any but its most diehard oppo- 
nents. Indeed, Mr Ciriaco De Mita, the Christian 
Democrats’ secretary-general at the time, was bold 
(or foolish) enough to say as long ago as 1983 that 
the prohibition on the Communists as a party of 


government should be considered lifted. 


Two Mitterrands, each looking for a Marchais 
For the Socialists, the threat embodied by the Com- 


munists lies not in their extremism but in their 
moderation. Under the leadership of Mr Bettino 
Craxi, the Socialists have in the 1980s become Ita- 
ly’s most combative party. Their great fear is to be 
gobbled up by the Communists in a realignment of 
the left. This has made most people assume that Mr 
Craxi will do his utmost to keep the Communists at 
arm’s length. Yet he would dearly love to embrace 
all those once-red voters. A prominent guest at the 
Communist congress in Bologna in March, called to 
endorse Mr Occhetto's relaunching of the party, 
was Mr Craxi, full of hope for the unity of the left. 
The likelihood is that the two parties will re- 
main separate. Both may be social democratic in 
outlook, but they have little else in common. Mr 
Craxi is much more interested in power than he is 
in socialism, and the Communists may turn out to 
have acquired an opposition temperament that they 
cannot shake off. So long as Mr Craxi keeps his 
prominence in Italian politics (though only 56, he is 
in poor health), the Socialists can expect to make 
gains. But so long as the Communists manage to 
avoid an outright split between the modernisers and 
the old guard, they can expect to remain the coun- 
try's second-biggest party for some time to come. In 
this month's local elections many of the old guard 
just stayed home, making their protest by reducing 
the party's share of the vote to 2496, four points 
down on the European elections last summer. It was 
the Communists' worst result since 1958. 
Nonetheless, as soon as it acquires a respectable 
name, The Thing will look more and more like an 
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tomer needs 
through a person- ; 
alized approach. 
Recently, Banca 
Brignone has en- 
larged the owner- 
ship base which 
today „includes 
some exclusive in- 
ternational quii 
» nationals - . such 
| Pirelli Group and Pinin arina among others. 
.. Atthesame time, the Bank has remained pri- 
. vate. and independent, being controlled. by 
the Brignone's, a family | of third-generation 
bankers. | | 
^. The Bank has its Head Office i in Turin and 
- major presence in Milan where it acquired in 
.1985 and later merged Banca Rosenberg 
Colorni & Co. l 
In Italy’s most important financial market, 
Banca Brignone has centralized its Securities 
and Foreign Exchange division. In 1989, the 
Bank's results showed a Gross Profit of 
around Lit.9 billion (US$ 7 million), Total 
Assets of Lit.600 billion (US$ 470 million), 
and Securities under anes for Lit. 1383 bil- 
lion (US$ 1.1 billion). 
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client | to save one Pen. 
in the settlement. 
process at no addi- 
tional cost. > 

In settling a trade, 
BB plays a central 
role between the 
client, the Italian 
broker, the final — 
client (subaccount) 
and an Italian 
custodian. As 
soon as the client 
and its Italian bro- 
ker confirm the 
execution of a 
trade, BB starts 
the X settlement . 
| | procedure — and 
notifies its client with the following 

information: | B 







































| CUSTODIAN BANK] 


















— position of matched and un-matched 
. trades, 

— dividends and capital i increases, 

— securities position, 

— cash position. 


Address To: 


Dunia. Brambilla, Mario Pachi, Enrico- 
Brignone | 
Via Verdi 4/6 - 20121 Milano - Italy 
Phone: 39-2-72001980/8835-246/ 88351 
Fax: 39-2-72001989 
Telex: 333356/310391 
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“Our force is your 
energy: Wher Olivetti 
says this, it's really 
summing up the whole 
mission of the Group. 
Because we're com- 

as mitted to ensuring 
that our excellence in Information Technology is at 
the service of those who use it. 

Take the Dutch Police, for instance, or Scotland 
Yard. They provide proof that at least some of their 
renowned efficiency is thanks to Olivetti IT systems. 
Systems which give it immediate 
access to a whole range of basic 
data, applying to any investi- 
gation whatever the source has 
been, and wherever the informa- 
tion happens to have been stored. 
If you're a regular visitor to Italy, 
you'll have noticed that compared 
to a few years ago, there are fewer 
holdups at Italy's motorway tolls, 





At least some of the credit is Olivetti's for automating 
toll collection procedures so that customers can keep 
on the move. (Soon they'll be literally on the move as 
Olivetti have designed a system to make payment 
possible without even stopping the car). 

n Olivetti have de- 


signed and installed 
banking systems 
that are already 
providing all the nor- 
mal counter facili- 
ties 24 hours a day, 
1 days a week. 








LJ 
Perhaps your bank 


branch will soon let 
you exchange your 
currency at midnight: 
thanks to Olivetti. Like- 
wise you will be able to 
obtain from your local 
authority all the personal documentation you may need, 
anytime, day or night. 

Olivetti'Ss PCs are in widespread use as teaching aids 
from the campuses of US universities to the lycées 
of France. Because Olivetti's information technology is 
applied to finding thorough, practical 
answers for everyone, not just the 
office and the business world. These 
are only some examples. Throughout 
the Olivetti Group, which includes the 
four-operating companies, Olivetti 
Office, Olivetti Systems & Networks, 
Olivetti Information Services, and 
Olivetti Technologies Group, *Our 
force is your energy" means we have 
à very direct, very deep rapport with you, our users. 

A two-way rapport, of course, and one which aims to 
empower the user through Information Technology 
across Europe and worldwide. This is possible when, 
behind each activity, each product, each solution, 
there is a genuine 
need, your need. 
We meet this need 
in the most effec- 
tive, the most straight 
forward and most im- 
mediately accessible 
way. Your way. 


Our force is your energy 
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adis Italian party 
one, with a large corrente (faction) grouped around 
the old guard, which includes Mr Pietro Ingrao, a 

former leader, and fellow-septuagenarian Mr Ales- 
sandro Natta, the party president. A smaller cor- 
rente of Stalinists is grouped around Mr Armando 
Cossuta. Ad The Thing begins to look like a 













| ONE respect x Italy s public-sector rene 
looms less large than it used to: in 1985 it was 
equivalent to nearly 15% of cpp, whereas this year, 
with a bit of luck, it will be a mere 11%. Still, that is 
proportionately about five times the size of Ameri- 
ca’s, the cause of so much anxiety. 

| The real trouble with the deficit is that it leads 
to an ever larger public debt. This is now equivalent 
in size to the annual national product. It will go on 
rising as a proportion of GDP unless two things hap- 
pen together. First, the government's annual reve- 
nues will have to exceed its spending, excluding in- 
terest payments; in other words, Italy must stop 
running a primary deficit. Second, the real rate of 
economic growth will have to exceed real interest 
rates. 

The implications of all this have been well un- 
derstood for several years by economists, and even 
by some politicians. But not by many. They have 
acquired a false sense of security, chiefly because 
they have never had to entertain serious worries 
about financing the deficit. Thanks to Italians’ 
thrift (households' financial assets amount to 14096 
of GDP), most of the government's borrowing has 
been met out of domestic savings. Barely 3% is owed 
to foreigners, from whom there has therefore been 
little pressure for balanced books. 

This year, however, foreigners d enter the pic- 
ture, as Italy has lifted its last restrictions on capital 





movements. Some economists have relished the _ 


prospect, thinking that Italians will jump at the op- 
‘tion of sending their money abroad and will thus 
force the politicians at last to take some action on 
the deficit. If the experience of the past year or so is 
anything to go by, the economists are in for a disap- 
pointment. Between the end of 1988, when all con- 
trols except those on short-term capital movements 
and individuals’ deposits were lifted, and this May 
14th, when these last restrictions were lifted, Italy 
had an inflow, not an outflow, of money. 

Three things seem to have contributed. First, 
Italy's membership of the exchange-rate mechanism 
of the EMS (since January in its narrow band) has 
given the lira a new stability; in the eyes of investors, 
particularly of Italians abroad, this reduces the risks 
of holding lira assets. Second, Italy's high interest 
rates (high partly because of the budget deficit) have 
been a draw for depositors. Third, Italian firms have 
taken advantage of their new freedom to raise loans 
abroad. 

. The politicians, however, cannot afford to be 
too relaxed. One reason is that a huge chunk of 
public-sector debt, about 6096 of it, falls due for re- 
 newal this year. If even a small proportion ofi it can- 
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So it should not come as a surprise if, in time, it 
asks for a place in government. The incubus of com- 
munism has plainly been lifted from the Italian 
body politic. For the time being that means little. In 
the medium term it probably means another party 
to share in the national spoils. And in the long run 
it must make it more likely that Italy gets a system of 
alternating governments. But not yet. 





not be financed domestically, the government 


would either have to raise interest rates to attract 
foreign money or take a backward step towards the 
introduction of administrative financial controls. 
Given that Italians of almost every stripe are huge 


enthusiasts for European economic and monetary 


union, this would be embarrassing. 

Another cause of worry is the pressure that Ita- 
ly’ s banks will feel when the European Communi- 
ty's 1992 project opens them to competition. If the 
banks are to hang on to their depositors, the 30% 
withholding tax on deposits will have to fall, per- 


haps to 20%. To allow them to compete, the banks 


will also want a lowering of their reserve require- 
ments. These changes, if they come, will only make 
it harder to finance the deficit. The awkward fact for 
the Treasury is that the damnable deficit threatens 


financial liberalisation, and yet financial liberal- 





isation involves reducing the fiscal burdens on the 
banks, which could make the deficit worse. No won- 
der the politicians will be tempted to do nothing. 

Consider, however, what they might do. They 
have broadly three choices: raise more, spend less, 
or privatise. At this juncture the problem of the def- 
icit leaves the realm of economics and returns to 
where it began, in the world of politics. 


Tax collection by colander 


In a country where tax | evasion : is a way of | i fe, it 





should not be hard, you might think, 
few extra lire to help balance the books 





the tax code a little more effective y. fter all, in. l 
1984 one study reckoned that 45% of Italy’s total - 
value-added tax went uncollected; that "odi have ju 
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been enough to pay off more than a quarter of the 
deficit that year. In 1987 ISTAT, the government sta- 
tistical office, produced an official estimate of the 
size of the economia sommersa, the submerged 
economy, which added 18% to Gpp. That was 
widely considered a bit conservative. Mr Craxi, 
when he was prime minister, put the proportion at 
more like 2596, and the current finance minister, 
Mr Rino Formica, reckons that a quarter of income 
tax and a third of var still go uncollected. 

What are the prospects for enforcing the law a 
bit more vigorously? Not bright, at least in the short 
run. The difficulty is that the scale of tax evasion is 
so huge that almost everyone is involved in it and 
therefore has an interest in its continuation. Busi- 
nesses declare total incomes smaller than the salary 
of one of their employees; professionals, including 
nctaries, doctors and accountants, report earnings 
that are lower than Sicilian railway workers’. Sicil- 
ian railway workers do not mind. Because they are 
employed by the state, they cannot so easily disguise 
their official incomes, but they can have a second 
job—in the submerged economy—and maybe even 
a third. 

American politicians, prominent among them 
George "Read-my-Lips" Bush, know there is no po- 
litical dividend in raising taxes. Italian politicians 
know there is no dividend in even collecting them. 
Over the years a few finance ministers have had a 
go. One managed to oblige restaurants to install 
cash registers, to provide a record of turnover; that 
brought him only unpopularity. Another tried to 
get businesses to keep only one set of books; that 
precipitated strikes and the promise of retribution 
at the polls. Ask a senior Italian politician whether 
more couldn't be done to make people pay and you 
are likely to be told that, with so many small shops 
(one for every 67 Italians) and so few big retail 
chains, it's all too difficult. The temptation, rather, 
is to cut taxes. The governmenct's decision last year 
to index tax brackets to inflation (so preventing in- 


flation from pushing taxpayers into higher bands) 
may have been admirable in principle, but has had a 
disastrous effect on the budget deficit. 

If revenue cannot be increased, can spending be 
cut? It should be, because it is the growth in spend- 
ing that is, above all, responsible for the growth in 
the budget deficit. 

Budget deficits have been a fact of life in Italy 
for generations, but have become serious only re- 
cently. The current problem has its origins in the 
early 1970s, when generous social legislation was 
passed without the taxes to pay for it. For a while 
the costs were disguised by inflation, which gave It- 
aly negative real interest rates from 1971 to 1981. 
Then real rates shot up, and have stayed up—at lev- 
els that have generally been higher than the real rate 
of growth of the economy. Hence the accumulation 
of the debt and the ballooning of the overall deficit. 


In sickness and in wealth 


The trouble caused by Italy's welfare state and the 
difficulty of putting it right can be judged by looking 
at just two aspects of it, health and pensions. The 
provision of health services is the job of local gov- 
ernments; paying for them is the responsibility of 
central government. If local governments over- 
spend, and they do, the bill is simply sent to Rome, 
which has to pay up. Prescription charges were in- 
troduced in April 1989, which means that the sick 
must now meet a proportion of the costs of their 
medicines (consultations remain free). The first re- 
sult was a big drop in the number of prescriptions 
and in the cost to the government. But local govern- 
ments can still spend with abandon. 

Even less has been done about pensions, which 
account for more than a quarter of public spending. 
State pensions are largely unrelated to contribu- 
tions. They are indexed to prices, and all efforts to 
break the link have been frustrated by the unions. 
But this hardly explains the great growth in pen- 
sions: over the past 30 years spending on pensions 
has increased about ten times in real terms, thanks 
to a nearly-fourfold increase in the average size of a 
pension and a nearly-threefold increase in the num- 
ber of pensions. Today nearly 19m pensions are 
paid out among a population of 57m. 

Was this increase accounted for by Italians liv- 
ing longer or by a lowering of the retirement age? 
Neither, really. The strangest aspect of the increase 
was the growth in disability pensions. In 1960 the 
numbers of disability pensions were equivalent to a 
third of old-age pensions and accounted for only a 
fifth of all pensions. By the end of the 1970s they 
had overtaken old-age pensions in number and rep- 
resented two-fifths of all pensions. 

Disability pensions do not reflect the fact that 
work in Italy is especially dangerous, because it isn’t. 
What they reflect is the Italian system of patronage. 
Disability pensions are paid to able-bodied Italians, 
particularly southerners, as a favour obtained 
through raccomandazione by a politician or his sur- 
rogate: it is a means of keeping the voters sweet. 

Politicians may tut-tut about the budget deficit; 
they may issue dire warnings that the state pension 
system will go bust. But they are deeply reluctant to 
reduce their powers of patronage or their clients’ 
reasons for staying loyal to them. 

——— a iUÜü——«l—á d'' 
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TH - revenue: increases and spending cuts 
both looking awkward, if not impossible, Ita- 
ly's politicians have been turning towards privatisa- 
tion as a possible solution to the public-sector defi- 
cit. Selling off public enterprises, whether profitable 


or not, would bring in some cash. And if they were 


loss-making, it would also save the Treasury the in- 
terest on the losses. In recent years the logic of pri- 
vatisation seems to have gained greater acceptance 
than ever before. 

As a result, some publicly-owned: companies 
have been sold. Between 1983 and 1989 mi, the 
huge state holding company that has shareholdings 
in 140 companies employing some 500,000 people, 
sold 17 large enterprises. whose total workforce 


amounted to nearly 64,000 people. Among them, 
arid perhaps best. known, was Alfa Romeo, sold to: 
Fiat in 1987. It has already been turned from a loss 


maker into a profitable business. = 
What happened at Alfa Romeo 
is instructive. When it was - 
privatised, there were no lay-offs, . 
yet productivity shot up. Why? Pare = 
of the explanation is that, once the 
company was removed from public | 
control, the patronage ` system — 
broke down. No longer were the as- - 
sembly-lines, the paint shops; the 
personnel department and so on in - 
the hands of unions affiliated to 
different parties. Thus there was no 
need to be a member of a union. 
Membership fell; productivity rose. 
Another privatisation that has 
worked is that of Mediobanca, an - La! M 


investment bank that was majority- 
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u ENI, the Fares energy group, and Mont. 
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owned by three big ise that's were in turn » owned i 








edison, the chemicals company controlled by Mr - 


Raul Gardini. Each owns 4096; the net zm was ^ 


floated last autumn. 
The exact terms of the 1988: agreement that 


pers Enimont into being, du ing the prime 





ministership of Mr Ciriaco De Mita, have never 
been divulged, so much about the entire business is 
unclear. But -what is clear, and has been ever since 


Mr Andreotti replaced Mr De Mita last year, is that 


the new prime minister is appalled at the thought of 


Mr Gardini gaining control and : running Enimont 
as a business whose first concern is profit. At Mr 
‘Andreotti’s request, ENI’s president, Mr Gabriele 
. Cagliari. (appointed by the Socialists), has put his 
name to a statement recognising the primacy of gov- 
ernment decision-making i in state industries, widely 
interpreted in this context to include Enimont. In 
Sy event Mr Cagliari probably speaks for most of 
the government when he says his 
company has “social obligations". 
It has thus balked. at pushing 
~ through parliament a law to relieve 
Mr Gardini of the immediate need 
to pay 1.1 trillion lire in capital- 
gains tax arising from the Enimont 
venture, a deferral that Mr Gardini 
-says was part of the original deal. 
^^ it is not yet clear how the story 
© will end, but the protracted wran- 
. ple has done notaing to help the 
B worlds eighth-biggest chemicals 
company prepare for post-1992 
competition. It has highlighted the 
B strange and arbitrary way in which 
business: is conducted in Italy, 
where small shareholders have few 
“rights, disclosure. regulations c count for little. = 
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` ters, admittedly almost permanently, ‘on th > brink 
of extinction. Some Republicans, such. as Mr La 
- Malfa, are also. d, w Christiar 
Democrats, notably Mr Guido. Carli, the. treasury 
minister and a former governor of the Bank of Italy. 
~ But they are up against a formidable inheritance. 
"That inheritance derives from the Italian atti- 
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has not been the main impulse behind 
nationalisation. Most companies came into the 
hands of the state when they ran into trouble: it was 
a means of saving them. IRI was a fascist creation, 
founded in 1933. Why was it not unravelled by the 
Christian Democrats? In theory because they see 
themselves as a "popular" party, not a conservative 
one. In practice because a huge public sector, with 
all the patronage that goes with it, has allowed the 
Christian Democrats to build a base for themselves 
cutside the Roman Catholic church. This has con- 
solidated their grip on power. It has meant that, 
when private companies run into trouble, the state 
steps in to take them over, "saving" jobs, winning 
clients, placing friends and adding to future sources 
cf political contributions. 

Privatisation is thus seen as a desirable end in 
itself by relatively few people. It was tolerated during 
the 1980s merely because at the end of the 1970s it 
looked as though IRI and ENI were going bust. To 
sort them out, two tough-minded professors were 
brought in: Mr Romano Prodi to run IRI and Mr 
Franco Reviglio to run ENI. Partly thanks to their 
enthusiasm for privatisation, they turned their com- 
panies round—and were removed. Mr Prodi has re- 
turned to the University of Bologna, where his of- 
fice, perhaps significantly, is above a museum of 
industry. 


A family affair 


Back in Rome, from his desk in a huge office in the 
Treasury, Mr Carli carries on the fight, in a general 
sort of way, for privatisation. Striving to be optimis- 
tic, he declares that the battle “is not lost". Not only 
would he like to see the area of influence of the par- 
ties restricted, he would like to see Italians turned 
into a nation of shareholders. But he recognises the 
difficulties. 

Some of these are simply cultural. The family is 
the enduring unit of Italian society. It explains the 
lack of public spirit in Italy, and even of the concept 
of the public good. It partly explains the existence of 


No rush to privatise 
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correnti in political parties, in which alliances are 


based not on principle but on the loyalty and trust 
owed to an individual. It explains the kinship or 
barentela system of dealing with the bureaucracy: 
find a crony or, better still, a relation, and get him to 
fix things for you. It explains the Mafia, the biggest 
family of them all. It even explains the practice of 
kidnapping (where else would an ordinary family 
scrape together a fortune to pay the ransom for the 
release of a relation?). It also explains the pattern of 
business. From the Agnellis down, Italians like to 
keep control of their affairs within the family. They 
are therefore reluctant to put their companies on 
the stockmarket and risk losing control. 

Partly because of this, the stockmarket, despite 
a big expansion in 1985-87, is paper thin. Only 200 
or so companies are listed on the Milan bourse, and 
just four groups (Fiat-Agnelli, iti, Montedison- 
Ferruzzi and Assicurazioni Generali) account for 
two-thirds of its total capitalisation. Of these 
Generali, Italy's big insurance company, is perhaps 
the only true public company. IRI apart, the others, 
like many smaller companies, remain in family con- 
trol despite a public listing. 

The concentration of owners, thinness of trad- 
ing and perplexing use of holding companies all 
serve to put investors off the stock exchange. So 
does the general absence of rules, particularly those 
against insider trading; the stockmarket is still gov- 
erned by a royal decree of 1913. Still, its shortcom- 
ings are increasingly recognised. In 1974 Consob 
was set up as a regulatory body. As Italy’s equivalent 
of America's Securities and Exchange Commission, 
it does its best with its limited authority. And re- 
forms are pending in parliament. If they were to be- 
come law, it is possible that some of the popular re- 
sistance to the stock exchange might begin to 
disappear. 

But not if the official preference is for floating 
only 49% of enterprises. This is the apparent impli- 
cation of the fate of the Decreto Amato, a law intro- 
duced by a former (Socialist) treasury minister, Mr 
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Future has a History. 


Vanguard technology. Over a hundred companies. 
40 percent of sales are exports. 
A presence in five continents. 

Six productive sectors of strategic importance: 
collective transport systems, aircraft and helicopters, 
high technology systems and products, aluminium, glass, plant engineering. 
Names of international prestige such as Agusta, Comital, 
Breda Costruzioni Ferroviarie, Oto Melara, Reggiane, Siv. 
All this has deep roots. 

All this has the value of the future. 

And an Italian name: EFIM. 
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Milan is the financial, industrial and commercial heart of Italy. And Cariplo is the heart of Milan. For any banking 
transaction with Italy, contact Cariplo who can meet all your financial needs romptly. Cariplo, with its head-office in 
Milan, is at your complete disposal with 450 branches in Italy and foreign branches in London, New York, Grand Cayman 
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With. an MBA degree, you will have the 

.. know-how to confront and resolve 

effectively the complex tasks that face 
managers each day. 


The training provided during the MBA 
programme includes learning to work in an 
international classroom environment, 

= solving problems through individual and 

< group study activities, developing and 

X applying. Skills as consultants in company 
o projects throughout Italy and abroad. 


The MBA is bilingual. Candidates may 

. choose to follow the programme either in 

- English or in Italian. Full-time attendance 
for the entire 16-months 

- (September-December) is compulsory. 

; Admission requirements include a university 

degree and work experience. 
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The Master in International Economics 
and Management is a new and highly 
innovative programme, the first of its kind 
in Europe. 

The MIEM focusses on international 
themes, integrating the fields of 
economics, business administration, law 
and politics. 

Its aim is to train young managers and 
analysts for careers in institutions and 
companies whose operations extend 
across both borders and continents. 

The programme is taught entirely in the 
English language by an international 
faculty. 


Applicants are required to have a 
university degree and be prepared to 
dedicate twelve months to intensive 
classroom activity, individual research 
and internship experience. 
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Giuliani Amato, which passed the lower house of 
parliament at the end of last year. Its purpose was to 
prepare public banks and savings institutions for 
privatisation by putting them under holding compa- 
nies. The Christian Democrats and the left, how- 
ever, saw to it that Mr Amato's law was amended to 
ensure that no more than 4996 would be put into 
private hands. As Professor Luigi Spaventa of Rome 
University asks, who in his right mind is going to 
invest in a company that is 5196 owned by the gov- 
ernment, which will pack the board with party ap- 
pointees and insist on continuing all the old bad 
habits of patronage, misinvestment and carefree dis- 


regard for efficiency? 


On to 1992 


F PROBLEMS don't solve themselves, they are 
insoluble; and if you take a decision, you may 
make a mistake, so better not to take it at all. These 
beliefs underlie many Italian politicians' attitude to 
government and serve to justify the institutionalised 
inertia that grips the country. But at another level 
Italians, even Italian politicians, know that deci- 
sions have to be taken. The political system—in 
which all decisions must be taken democratically, by 
winning consensus on every issue among all political 
parties—can provide action only of the lowest-com- 
mon-denominator variety and only at the most dila- 
tory pace. So when something unpleasant has to be 
done, Italians sometimes place themselves at the 
mercy of an outside agent who will make them do it. 
This trait is not peculiar to Italians, any more 
than, say, budget deficits are. Americans, for in- 
stance, who are both institutionally indecisive and 
balanced-budget-averse, have sought a way out 
through the Gramm-Rudman device. Italians have a 
more effective instrument of chastisement. It is 
called the European Community. 


All for Europe 


The beauty of the EC in Italy is that it is almost uni- 
versally popular. Deservedly or not, the Commu- 
nity is associated with the transformation of a back- 
ward, agrarian society on the margins of Europe 
into a modern economy whose people now live al- 
most as well as the Dutch and Belgians and far bet- 
ter than they did a generation ago. Every time Italy 
has been faced with meeting the demands put on it 
by its fellow-Europeans, at the birth of the Euro- 
pean Economic Community in 1957 or at the start 
of the European Monetary System in 1979, doom- 
laden voices have predicted the worst; Italy, they 
have declared, would not be up to it. Each time they 
have been wrong. Italy has not only been up to it, it 
has excelled. So when Italians voted in a referen- 
dum last June on European integration, they en- 
dorsed it on a grand scale. 

Some of the enthusiasm can be explained, as so 
often, by Italy's history. Whereas centuries as a na- 
tion state have given countries such as Britain and 
France a fierce sense of national identity, and politi- 
cians such as Mrs Thatcher a fierce desire to protect 
national sovereignty, Italians have few such con- 
cerns. In the business of integrating Europe a weak 


THE ECONOMIST MAY 26 1990 










— -. + it da i-e &. 


X 





- 
SE © , 
Vesti 1 "TH 
NN 


ITALY SUR 


































an 


The momentum for privatisation has died away. 
All the signs are that, now that the state-controlled 
companies are doing better, the politicians see more 
to be gained by leaving things as they are than by 
embarking on a problematical sales venture. A sus- 
tained policy of privatisation requires a degree of 
political commitment that short-lived governments 
cannot provide, and that Mr Andreotti's would not 
wish to provide even if it were long-lived. An ad hoc 
policy of privatisation merely allows Italy's tycoons 
to devour the state artichoke leaf by leaf. The 
Enimont story shows there are no political divi- 
dends in that. Better, as so often in Italian politics, 
to do nothing. 


sense of nationhood is nothing but an advantage; 
many Italians are quite happy to think that their 
120 years as a nation state may come to be seen as 
no more than an interlude on the road to member- 
ship of some greater European unit. 

But Italians, surprisingly for an unPuritan na- 
tion, have also given a special welcome to the cold- 
shower effect of Community membership. Up till 
now those welcomers have been in industry; but the 
cold shower that comes with the EC's 1992 project 
and further progress towards economic and mone- 
tary union is more likely to fall on Italy’s politicians. 
Some of them, like Mr Gianni De Michelis, the for- 
eign minister, know it. Last year he commissioned a 
study on Italy and the single European market 
which argued that the competition in post-1992 Eu- 
rope would be between systems, and that, unre- 
formed, Italy's political and economic system was 
unlikely to compare well with some of the compe- 
tition. In particular, Italy would be let down by its 
public administration, its banking and financial ar- 
rangements, and its wayward budget. 

How will 1992 and all that help 
to solve these problems? Chiefly by 
making it harder for the politicians 
to continue to put off reforms. On 
some issues, government in Rome 
and indeed ltaly's entire classe 
politica will be by-passed: directives 
will be issued from Brussels that 
will require action. Italians will, of 
course, do their best to evade them, 
just as they have done their best to 
evade the directives of all govern- 
ments—Spanish, French, Aus- 
trian, Papal or whatever—for hun- 
dreds of years. But at least there will 
be directives, 

There will also be pressure to 
move towards common economic 
policies. Economic and monetary 
union, for instance, could involve 
concerted action among European 
countries on their budget deficits. 
The Ec is already putting an end to 
some of the Italian government’s 
more heavy-handed forms of inter- 
ference in the economy. In March 
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the European Court of Justice declared illegal an 
Italian law that obliged all public organisations to 
buy 3096 of their supplies from companies based in 
the south. Regional preferences like these will be- 
come even harder to maintain after 1992. 

The government's sins of omission may also be 
rendered less serious, particularly its failure to pass 
an antitrust law. Fiat's dominance in Italy will sim- 
ply become an irrelevance when the Italian market, 
in effect, ceases to exist and becomes merely a part 
of a much bigger European one in which all carmak- 
ers compete on equal terms. When that happens 
[talians may even be allowed to buy Japanese cars— 
which have been held to 196 of the market so far, 
compared with the European average of 11%. 

Banks, insurance companies and other financial 
institutions will also face some tough competition. 
Some Italian banks, such as Istituto San Paolo di 
Torino and Banca Commerciale Italiana, are highly 
efficient. For them 1992 should hold no worries. 
But they are the exceptions. The root of the trouble 
is that most of them are state-controlled, either 
through iri, or through direct state ownership, or 
through their status as public foundations. Some 
are therefore run by political appointees who owe 
their jobs to the lottizzazione system; almost all op- 
erate under no general injunction to make profits. 

To make matters worse the entire system is gov- 
erned by legislation dating from the fascist period 
when the main concern was to protect savings by 
avoiding bankruptcies. Thus, rather than just set- 
ting the rules of the game and then overseeing pru- 
dence and fair play, the state, through the Bank of 
Italv, got into the business of directing the system. 
The result was a plethora of regulations, many of 
them recently relaxed, governing everything down 
to the number of branches each bank may have. 

The consequences of all this can be seen at the 
lowest level in the six days it may take to clear a 
cheque (15 days if it is a foreign one), the low rates of 
interest paid to depositors, the high rates charged to 
those with overdrafts, and the below-prime rates 
charged to some lucky borrowers in the expectation 
that they will bring in business. The system's failings 


can, however, be far more spectacular. In 1982 
Banco Ambrosiano collapsed, leaving $1.3 billion 
of untraceable debts amid a political scandal that 
involved almost 1,000 members of a secret Masonic 
Lodge (Propaganda Due or P2) linked to right-wing 
terrorism and a variety of more humdrum political 
and financial misdeeds. More recently, and much 
less scandalously, has come the Banca Nazionale del 
Lavoro (BNL) affair. 

BNL's misfortune was the discovery last year— 
by America's Federal Reserve—that its small 
branch in Atlanta had lent $3 billion off-the-books 
to Iraq. Of this as much as $1 billion may have been 
used to buy equipment and technology that were 
ostensibly for civilian use but were capable of mili- 
tary application. Out of it may have come lraq's 
ability to produce the Condor-2 ballistic missile. 
BNL's management in Rome says it was wholly un- 
aware of the loans. This would have been embar- 
rassing enough had BNL been a run-of-the-mill com- 
mercial bank. In fact it was Italy's biggest, and its 
main shareholder is the Italian Treasury. It was also, 
and still is, the number-one political bank in Italy, 
allocated to the Socialists. 


Public service, private gain 

[taly's bureaucracy may prove even less susceptible 
to reform than its banking system. As the adminis- 
trative arm of government, it labours under the ac- 
cumulated burdens of hundreds of years of popular 
hostility to executive power from above. ltalians 
have been governed by foreigners for so long that 
they have acquired an attitude of the utmost cyni- 
cism towards all its agents. You go to it for help, you 
exploit it in every way possible, but you evade its 
writ if you can, you pay it no taxes and you hold it in 
deep disregard. No wonder the brightest and most 
enterprising Italians tend to shun the bureaucracy. 
Civil-service jobs may well be in demand—1 40,000 
people applied for just 659 posts in the Ministry of 
Labour not long ago— but partly because they offer 
life tenure, and maybe the chance to do another job 
on the side. As a result, Italy has 2.2m civil servants, 
six for every 100 inhabitants, never mind the em- 
ployees of its state-controlled companies; 18% of 
the workforce is employed by the state. 

The public service, whether ministries in Rome 
or the carabinieri in Milan, is dominated by south- 
erners. They come from the part of the country 
where administration, especially public administra- 
tion, works least well, and where the tradition of 
government is Spanish. The French and Austrians, 
whatever their faults, at least brought to the north 
of Italy a relatively efficient form of government. 
The Spaniards left the south with a culture of cor- 
ruption and manana. 

On to this bequest the Italians have added their 
own rococo features. First, a delight in legalisms and 
the law (there are more lawyers in Rome alone than 
in the whole of France); this has given birth to an 
administrative code that allows for a host of inter- 
pretations, some malicious, some creative, in the 
hands of inspired bureaucrats. Second, a belief 
rooted in Italy’s Catholic culture that it is enough to 
pass laws; there is no need to implement them. In 
this context civil servants are like priests. Their jobs 
are for life, their role is to pronounce, and to hell 
with any sense of time. Third, a perpetual merry-go- 
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round of governments. Why bother to implement 
the will of your latest political masters (assuming, 
perhaps wrongly, that they have made it manifest), 
if within a year you will have a new lot? 
And then there is the politicisation of the civil 
service and the fact that public servants do not nec- 
essarily see themselves as working for. the govern- 


ment, or even the state, or even the public (least of 


all the public). They owe their jobs, likely as not, to a 
politician or a political connection. Promotion is 
likely to come the same way, not through devotion 
to the principles of the golden rule or the public 
good. It is for this reason that reform, which must 
derive from politicians, looks so improbable. 


Waitandsee — | 

Nonetheless, some efforts at reform are in the 
works. Indeed, ask an Italian politician about any of 
Italy's shortcomings, be it the banking system or the 
civil service, and he will almost certainly acknowl- 


form it is pending. How those laws pend. 









Mad dogs and mafiosi 


JH OVEVER cheerful they are about most of 
their problems, few Italians can muster much 
optimism about. the south. Despite years of effort 
and trillions of lire, the gap between north and 
south is growing wider. Most people believe that Eu- 
ropean integration will only make it wider still. — 
The south is a misleading term. It is usually 
taken to mean the eight regions of the Mezzogiorno, 
the land of the midday sun. Thus defined, the south 
has about 40% of Italy’s land area, 3596 of its people 
and 24% of its GDP. But in some respects the south- 
ern mentality, and certain aspects of the third world 
that go with it, extend up the peninsula north of 
Rome. Thanks to a popular television programme, 
the expression "Ancona wall" has passed into Ital- 
ian parlance. It refers to an invisible line that runs 
south-west from Ancona and separates, Umbria, 
Tuscany and northern. Italy from the primitive 
south. North of this line things work, more or less. 
South of it, woe betide you if you have to go to hos- 
pital, if you buy a house in the belief that building is 
forbidden in front of it, or if you have to deal with 
officialdom and have no friend to smooth the way. 
Some parts of the Mezzogiorno, however, par- 
ticularly the regions of Abruzzi, Molise and Apulia 
along the Adriatic coast (where Venetian influences 
perhaps outweigh Roman ones), are prospering 
mightily. Basilicata and Sardinia also show signs of 
growth that the hard-case regions—Sicily, Calabria 
and Campania—must sorely envy. So southern 
generalisations can be misleading. | 
. Nonetheless, the region as a whole is undeni- 
ably poorer than the rest of Italy. On just about ev- 
ery economic measure it is worse off than the north: 
unemployment in 1988 was 7.796 for northerners, 
2196 for southerners; output per head in the south 
is only 5696 of output in the north; and in terms of 
economic infrastructure (energy, water, transport, 
telecoms and so on), according to a European Com- 
munity report, the south is about half as well served 
_as the north. T B 
.. ; That might lead one to think that southerners 
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would be vastly poorer than northerners. They are 
not. In 1987 gross regional product per southerner 
was 68% of gross national product per Italian. More 
to the point, consumption was 83% of the national 
average. Southern living standards are-boosted by 
huge government transfer payments. The trouble is 
that during the 1980s the degree of dependency on 
the rest of the country has been growing. 

Over the years governments have poured 
money into the Mezzogiorno. Many of the big in- 
dustrial ventures, nearly all carried out by the state, 
became “cathedrals in the desert” or even, if they 
had to be abandoned, “museums in the desert”, In 
recognition of their failure a law was passed in 1986 
to encourage private enterprise to do more in the 
south. A plethora of grants, loans and tax incen- 
tives now exist to lure private investment. 


edge that the problem is grave but that a law to re- 
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connections outside 


With notable exceptions, they do not work. In- 
vestors remain stubbornly unattracted by the south. 
The result is that incomes there are increasingly 
subsidised by the north. The devices used are vari- 
ous: public-works projects that are spun out almost 
indefinitely in an informal conspiracy between 
unions, bosses and government; an enormously 
swollen workforce on the public payroll (more for- 
estry workers in Calabria, it is said, than in the 
whole of Canada); and, of course, pensions, espe- 
cially disability pensions (despite the relative dearth 
of industry, southerners seem to suffer a dispropor- 
ticnate number of industrial accidents). 

The burden on the state is aggravated by the 
south's high unemployment, which is partly caused 
by artificially high wages. In Italy the wage rates set 
for northern workers, with northern rates of pro- 
ductivity, automatically extend to the south, where 
people, as well as things, tend not to work so well. 


A ball and chain 


Does the problem of the Mezzogiorno really matter? 
Isn't Italy rich enough to carry a backward region? 
The answer to both these questions is yes. Italy is 
rich enough to support the south, but the south is a 
serious impediment and one that could grow more 
serious as time passes. 

In economic terms, the south holds Italy back 
on two fronts. First, it is the main cause of the coun- 
try's balance-of-payments problems; in 1987 net im- 
ports as a proportion of GNP were 21.496 for the 
Mezzogiorno, 0.396 for Italy. Take away the south 
and Italy would have a handsome trade surplus. 

Second, the south must take a hefty share of the 
blame for the budget deficit. The old policy of 
subsidising capital-intensive megaprojects in steel 
and petrochemicals is past, but the government is 
still forking out absurd sums of money to create em- 
ployment. When Texas Instruments recently de- 
cided to make an investment that would create 
roughly 1,000 new jobs in the Mezzogiorno, it was 
eligible for subsidies that amounted to about 1 bil- 
lion lire per worker. The European Commission 
may put a stop to some of these subsidies, but the 
south is sure to go on robbing the public purse in 
one way or another. 

It is not only the public purse that is robbed in 
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the south. Ask big multinationals why they choose 
to invest in Spain or Portugal, rather than southern 
Italy with its abundance of incentives, and they give 
two answers. One is the uncertainty that surrounds 
even official guarantees: you do not know whether 
the law will be respected. The other is crime. 

The presence of the Mafia (chiefly, but far from 
exclusively in Sicily), of the Camorra (in Campania) 
and the "Ndrangheta (in Calabria) is both a power- 
ful disincentive to invest in the south and a virus 
that infects Italy’s entire body politic. Because the 
Mafia is an immensely complex phenomenon, with 
roots in society that go back to the seventeenth cen- 
tury, it is far more difficult to deal with than a run- 
of-the-mill criminal organisation. Some people, es 
pecially in Sicily, still associate it with good as well as 
bad. After all, it can provide them—some of 
them—with a more effective form of protection 
than can be offered by the liberal democratic state 
and, though you pay it taxes, it may enable you to 
pay none to Rome. 

In a part of the country where the differences in 
the distribution of wealth may be large, it feeds on 
social envy. It also feeds on fear. The intimidation of 
witnesses makes it hard for the authorities to win 
convictions against mafiosi. And as part of the fab- 
ric of southern society, it is almost impossible to in- 
filtrate. To make matters worse, even when a mafi- 
oso repents and offers to spill the fagioli, he is likely 
to tell only part of the story or, worse still, a pack of 
lies. Over-zealous members of the judiciary have 
thus been led to place too much faith in super- 
grasses, some of whom have supplied information 
that has been used to send the innocent to jail and 
so discredit the war against the Mafia. 

The problem is not just in finding the evidence; 
it is also in finding the will to look for it. Some mag- 
istrates have been conspicuous for their courage in 
recent years in going after the Mafia; many of the 
most determined have been killed as a result. But it 
is widely assumed that the Mafia is so well con- 
nected that it can put its men into just about any 
arm of government, including the judiciary and 
even the anti-Mafia commission, and so frustrate 
any efforts to beat it. 

In a system where political contacts count for 
everything, the Mafia has no shortage. It can, after 
all, deliver votes as well as corpses. In the south 
many officials owe their jobs to the Mafia; they are 
often well connected. A former mayor of Palermo, 
Mr Vito Ciancimino, who has been charged with 
Mafia membership, was a political ally of none other 
than the prime minister, Mr Andreotti. 

The astonishing resilience of the Italians, and of 
their political system, enables them to live with the 
Mafia. (Some of the most resilient, and many of the 
bravest, are southerners.) But more than resilience 
is needed if institutionalised crime is to be rooted 
out and replaced by the rule of law. In the 1970s 
Italy eventually took the necessary tough decisions 
to deal with térrorism. It is finding it far harder to 
deal with the Mafia. 

Part of the problem is that the Mafia’s crimes, 
vile though they are, are less spectacular than the 
bombings of railway stations and the assassination 
of prime ministers. It is therefore harder to mobilise 
public opinion in the fight against it. It is vastly 
more pervasive, much more deeply rooted and far 
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| The orcinary and extraordinary shareholders meetings of Banca Popolare 
di Milano, were held on 28th April 1990 and chaired by Prof. Avv. Piero 





ger (1,476 shareholders were present). 


During the extraordinary 


meeting, a number of changes to the Bank's Statutes were approved. Its 


Report and Accounts for the year ended 31st. December 1989 (the 124th 


ity during the ordinary meeting. 


As far as banking services are concerned, the positive results for the year 
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with a widespread expansion to the ter-. 
ritory it.serves which resulted from the 
consolidation of Banca Popolare di 
Apricena (with 25 branches, mostly in 
Puglia). This expansion followed a sim- 
ilar merger with Banca Popolare di Bo- 
logna e-Ferrara which took place in 





The first part of an increase to the share 
capital ef the Bank was conducted very 
satisfactorily, producing an inflow. of 
ITL 134 billion. To this amount, must 
be added ITL 66 billion resulting from 
the conversion into shares of warrants 


As a result of the increase in share capi- 


tal and the allocation to reserves ap- 
proved during the shareholders meet- 


since the Bank's establishment) were approved by an overwhelming major- 
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ing, Banca Popolare di Milano's net 


worth increased to ITL 1,247.5 billion 
(20.595) — | 


^ A rise in income, coupled with profits 


derived from the sale of minority par- 
ticipations (in particular the sale of the 
Bank's shareholding in Nuovo Banco 
Ambrosiano), produced an increase in 
the Bank's internal cashflow. 


In fact, after having provided for ex- 
traordinary losses realised during the — 
year (of which ITL 90.9 billion related — 
to Bipiemme Leasing), a profit before 
tax of ITL 283.5 billion was recorded. 
After the deduction of taxes, a 32.1% 
jump in net profit to ITL 168 billion 
was achieved. ` 


The shareholders meeting, while retain- 
ing ITL 77 billion for the Bank's re- 
serves, also approved the distribution of 
ITL 66.5 billion from profits to pay a 


dividend of ITL 460 per share to the 


^ 144.6 million shares in issue (as against 


the ITL 525 distributed to each of the 
issued 104.3 million shares in the previ- 


ous year), — 


Cooperative Ltd. Liability Co. 
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more insidious than terrorism. Many 1970s terror- 
ists, at least the left-wing ones, were mixed-up Cath- 
olics who thought that only blood could wash away 
the sins of the world. Once they saw the error of 
their ways, helped by some fierce laws and some 

good police work, their repentance was usually to- 
tal. Mafiosi, however, are usually mafosi for life. It 
is therefore hard to be optimistic about an early end 
to the most unplea f modern Italy. 

it the south is doomed 


vater. The example of 
i ingly, bandit-ridden 
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jart Fcentiry di Italy's economic 

Å miracle, the south was catching up with the 
both x was also sending its excess labour north, by 
the million, to work on the Fiat assembly-lines in 
Turin and to man the other factories of Piedmont 
and Lombardy. This migration had its frictions, 
eased by the prosperity that accompanied it. Nowa- 
days the frictions are back, with a vengeance. - 

Southerners no longer go north as once they 
did; manufacturing no longer needs labour as it 
used to, and southerners don't fancy the mainly 
dirty jobs on offer. They do man the public sector, 
the railways, the post office and all those outfits that 
cause most irritation to anybody who wants to get 
on with life. In general, the iis puts in, the south 
takes out. Northerners have begun to notice: 

The most vocal are such groups as the Lombard 
League and the Venetian League, organisations of 
northerners who want to see their regionis put first. 
Some, such as Free Piedmont, say they want south- 
erners and foreigners thrown out altogether. Until 
recently these groups were largely regarded as curi- 
osities. Suddenly, since the local elections earlier 
this month, they are being treated with a new seri- 
ousness. In those elections the Lombard League 

. won nearly 20% of the vote in Italy’s most populous 

region, at once becoming Lombardy's second-big- 

^ gest party and, with 596 of the national vote, the 

' country's fourth-biggest. The other leagues also did 
well, though less spectacularly. 

Most of those who voted for the ids were 
merely registering a protest. They might be the kind 
of Italians who would shout slogans at football 
matches calling on Vesuvius to get going or Etna to 
have a DIN sid terribly sinister about that. A 

é er, such. asthe killing of: anair- 
Metona ‘apparently jist bec | 
had a southern ; acceht, ‘have shown that anti-south- 
ern feelings can turn mith nastier, And recently an- 
other form-of chauvinism has begun to sweep the 
country: racism directed against immigrants. __ 

-Traditionally Italy has been a country of emigra- 

. tion. Recently, however, it has become a country of 
immigration. With limited visa rules and a relaxed 
approach to enforcement, it has been an easy point 

of entry to the EC, especially for Africans. As a re- 
sult, perhaps 1m-1 tom immigrants now live in Italy. 
They often start as labourers picking fruit or toma- 
toes in the south. When they know a bit of Italian 
they drift north, to work in small factories, or as 
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Sardinia and even eastern parts of Sicily shows that 


progress can be made. The difference in these places 
is the presence of a good classe politica —people 
who are enterprising, law-abiding and determined 
to be rid of crime and backwardness. They need the 
support of the state in fighting the Mafia, and in 


ridding the south of the economic disincentives that 


afflict it. They do not need a leaden bureaucracy, 
still less most of the subsidies, invalidity pensions 
and other handouts that kill the entrepreneurial 
spirit and prevent southerners from joining the 
modern, HUE economy. ` 

matt 


traders on the big cities’ streets, or maybe as drug 
pushers. Hostility towards them has erupted into vi- 
olence in Florence, in a series of clashes that has 
brought about the resignation of the city's mayor. 
The official response, after much wrangling 
among the governing parties, has been an amnesty 
for all who arrived before last December 31st and 
the introduction of a limit on non-EC immigrants, 
set annually to meet the labour market's presumed 
requirements, Most North Africans, however, still 
do not need visas to come to Italy. Many people, 
including lots of immigrants, reckon there will be 
future amnesties and so the sensible course for 
would-be settlers is to get in quick before the barri- 
ers come down more firmly. After: 1992 they will be 
able to move freely around the entire Community. 


Fewer Italians, more workers 


They may have to. Italy has a higher rate of unem- 
ployment (10.896 at present) than any other major 
economy except Spain. Ánd despite a falling popu- 
lation, Italy’s labour force is set to continue growing 
for at least 20 years. This paradox arises because 
more and more Italian women and old folk are go- 
ing to join the workforce in the 
coming years. The demographers 
best guess is that in 20 years Italy's © 
population will have fallen by Im - 
to 56m, but its labour force will | 
have risen by 22m to 27m. 

"That does not mean that there 
will be no jobs for immigrants. Just — 
as Catholic Italians are becoming 
more and more like Protestant 
northern Europeans in their atti- 
tude to the numbers of children 
they want, so they are like northern 
Europeans in shunning dirty and 
tedious jobs. There will be a de- 
mand for immigrants in hospitals, 
in the fields, in domestic jobs and 
so on. There will also be a demand 
for educated workers, particularly 
for those with degrees. in technol- 
ogy and engineering. But it is um 
likely that Italy will be able to ab- 
sorb the huge numbers of job- 
seekers who look set to cross the 
Mediterranean from Africa: | 

This may be chiefly a problem 
































If crime is Italy* 
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for concern 
leave an ever smaller number of young people with. 
the task of looking after an ever greater number of 
oldies. This will become especially exacting, if the 
demographers are right, after 2010, when the de- 
crease in population looks like speeding up. 
Italy has the lowest birth rate in Europe; it was 
9.6 per thousand in 1987, compared with 10.5 for 
West Germany, its nearest rival, and an EC average 
of 11.8, But it is even lower in the north than in the 
south. The birth rate in Emilia-Romagna, for in- 
stance, is half Campania's. So the population of the 


the next century, rising as a proportion of Italy's to- 
tal from 3696 now to more than 4096 in 2010 and 
nearly 5096 in 2040. If the economic gap between 
north and south is not narrowed, this will add to the 
tensions between the two halves of the country. 


Europe's Japanese 


FAR this survey has dwelt on Italy's shortcom- 
J ings and.the problems, whether or not of its 
dn making, that confront it. A longer survey could 
have dwelt on ltaly's successes, and the many as- 
pects of Italian life that not only work but provide 
such pleasure to both Italians and foreigners alike. 
In few countries do people live with such gusto. In 
no country has the hand of man left a legacy of such 
beauty. 

In many areas of civilisation, indeed, Italy is 
without rival. Forty years ago it was conspicuously 
lacking in only two—industry and politics—admit- 
tedly, rather important ones. The story of recent de- 
cades has been the miracle of industry; Italy has con- 
founded its critics and become a modern industrial 
society. The story of the next decade or two will be a 
political one: can Italy shake off its appalling politi- 

. cal bequest, put memories of fascism and the conse- 
quent need for coalitions behind it, and thus estab- 
lish a modern system of government? | 

First, however, a few words about industry. This 
is not without its troubles, among them an excessive 

.. dependence on low-tech products. Textiles, clothes 
*'' and shoes accounted for 18% of exports last year; 
sooner or later countries like Taiwan, Brazil and 
Hongkong, already beating Italy on labour costs, 
will start to rival it on design and quality. — — — 
. Also worrying is Italy’s low spending on re- 
search, though Italian rates of productivity do not 
refiect it. Part of this may be explained by the fact 
that ively high proportion (19.196 in 1985) of 
what is spent on R&D goes on industrial develop- 
-ment and rather little (7.896) goes on defence. Italy's 
.R&D spending has almost doubled, as a proportion 
o fro income, since the. e eng of the. a But 


"hatever its 
problems, the 

. Italian economy 
looks set for success 
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indeed that the Senate has recently passed a bill that 
will, if it becomes law, oblige him to sell some of his 
properties. These include not only the three largest 
private television networks, plus a station that 
beams sports broadcasts from its base in Yugoslavia, 
but also Il Giornale, a Milan newspaper. If he suc- 
ceeds in his bid for control of the Mondadori pub- 
lishing group, he will also have another clutch of 
publications, including Panorama, Italy's main seri- 
ous news weekly, and La Repubblica, one of the 
more respected voices on the left. It is widely as- 
sumed that Mr Berlusconi wants to change the pa- 
per's line to promote the views of his political pa- 
trons, the CAF, the axis formed by Mr Craxi, Mr 
Andreotti and Mr Arnaldo Forlani, the Christian 


Democratic party chairman. 


The need for diffusion 


The main threat from the concentration of power in 
the media is a threat to free speech and democracy 
rather than to economic efficiency. The same might 
be said of the influence of the Agnelli family, whose 
Fiat group has not only 6096 of the car market but a 
couple of Italy's main newspapers, a quarter of the 
capitalisation of the stock exchange and 5% of cpp, 

never mind the country’ s best. soccer club. Many 
Italians believe this gives the Agnellis too much in- 
fluence. This is one of the reasons politicians are 


- suspicious of privatisation. In the absence of anti- 


trust legislation, it is thought likely simply to enrich 
Italy's handful of tycoons. So the state is allowed to 
go on running far too much of the economy, with a. 
debilitating effect on competition generally. 

Still, big business is pretty. efficient and is likely 
to become more so as, in reaction to 1992 pressures, 
it embarks on more joint ventures and seeks more. 
foreign investment. One of the costs of Italy's pref- 
erence for small family-controlled businesses is that 
foreigners have been kept out, denying Italy foreign 
know-how and access to markets. —— 

The tendency to think small also means that It- 
aly is short of those middle-sized companies that 
play such.a large part in the German economy. 
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The necessary processes of communication involve diverse techniques which are becoming increasingly sophisticated; the 
telephone, the computer and the networks are three fundamental components of the communication world. 
Today, along with these elements, a new way is paved: co-ordination and engineering skills in the networks systems, a 
proposal by Sirti for the full control of telecommunication networks. 

With over 65 years’ experience in the installation and maintenance of network systems, now the technological skills of 
irti opens new prospects for communications all over the world. 


= Sirti 
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| ally in doing business in the third 
= word and jmd Europe. But there are too few of 
them. And small firms, without economies of scale, 
may find the going even harder after 1992 when 
they will have to advertise and market their goods 
amid tough competition in the single European 
5 have proved their re- 
recent ‘years. Indeed, 















that T (ds su | 

. Firms tend nhe not just = 
the family want trol; owners have also 
wanted to keep below 15 in order to 












ough the Senate this 
for small firms) and 
aan and other bureau- 
are highly nimble. They 
stantly, carry out short 
tailor products to fash- 
conditions. - 
pered with small com- 
"y uster together—makers of 
loth in Prato, ceramics in Sassuolo, 
shoes i in Verona, gaskets by Lake lsea and so on—in 





ed firms are extremely üc- 





‘order to pool resources for certain purposes like - 


marketing. They are highly automated, often with 
Italian machine-tools, invest heavily, frequently out 
of cash flow, and borrow modestly. Often too they 
subcontract. Giorgio Armani has no factory; Gucci 
is little more than an office; both are hugely success- 
ful. Benetton, with shops all over the world, em- 


ploys fewer than 2,000 workers and puts out four- | 


fifths of its business to a network of small firms. 
Benetton's success is largely built upon its ability to 
provide customers with clothes in the colour dic- 
tated by the fashion of the moment. So it makes its 
clothes first and dyes them later. 

Perhaps the greatest threat to such small com- 


panies is from family squabbles: the "Dallas" syne 
drome: But Italy's biggest companies also tend to be — 


family affairs and, though not trouble-free, they 
seem to manage continuity of ownership reasonably 
well. There is no reason to think that Italy’s smaller 
firms won't fare just as successfully, at least until the 
stockmarket becomes a more attractive option for 
small businessmen. For the moment the significant 
characteristics of Italian industry are high pro- 
ductivity growth and an enviable ability to cut costs. 
In this, the economy it most resembles is Japan. - 





The case for reform 


LAS, Italy resembles Japan not only in econom- 
ics but also in politics. They are the only two 
big democracies in which there is no alternation of 
power; government is one-party-dominated, con- 
sensus-hungry and decision-shy; ministers, even the 
prime minister, are weak; factions, often built round 
politicians who are short on political principle and 
sometimes long on corruption, are all-important. 
(That Italians and Japanese both eat a lot of rice and 
have a currency that puts an absurd number of 
noughts on the price of everything is of less signifi- 
.. €ance.) Japan's politics has shown itself deeply resis- 
tant to reform. Willit be any easier to change Italy's? 
Before answering that, another question: does 
the system really need reform? Mr Joseph LaPalom- 
. bara of Yale University says no. Italian democracy, 
. he argues, is alive and thriving, and if you think oth- 
erwise that may be because your definition of de- 


mocracy needs revising. This is a persuasive propo- 


sition: Italy is indeed intensely democratic. It has 
frequent elections, high turnout rates, and a system 
of proportional representation so pure that ump- 
teen tiny factions are represented in parliament— 
and parties not much bigger are often-represented 
in government. Yet all this does not mean that Italy 
is well governed. Itis not. And much of the blame 
for its misgovernment is Italy's obsessive desire for 
democracy. There is simply too much of it. 

Mr LaPalombara does not accept this. Just look 


at the transformation of Italy over the past 40 years, 


he says. A political system that has overseen such an 
expansion of prosperity cannot be judged a failure. 

It has not failed, But nor has it quite succeeded. 
The central criticism of the Italian system is that it 
threatens to hold Italy back needlessly by putting 
politicians in charge of too many aspects of life 
rather than setting some rules and letting individ- 





THE ECC NOMIST MAY 26 1990 





uals get on with the business of living it. Reform is 
hard when consensus is needed for every change; 
planning is all but impossible when the revolving 
door of government seldom stops turning. 

In fairness it should be said that, though reform 
is hard, it is not impossible. The most striking re- 
cent example was the decision in: 1988 to put an end 
to the 1 40-year-old tradition of secret voting in par- 
liament. It was thanks to this tha 











were members. Most votes are now open. 


Time. to forget fascia PL d 
Nor does pa — hav Hable Scie! 





the iio fe Jong am ent 
Rather the : lesson s that. 





T ists. | ! portray h dini in lack d shi 
is admired for his decisionismo an 


would: be e even Fiore: go if his ambitions for power - a 
were tempered with a little more principle. 
Similarly the lesson to be drawn from parlia- 


ment's reforms is not that they show the system to 
be adequate, but rather that they show it to be 





plementing directives sent out frem Brussels for the 


t disaffected depu- at 
ties known as franchi tiratori (snipers) felt able to = 
bring down governments of which their own Parties is 





ugh to accommodate more. Parliament's 
output remains decidedly unhurried—one reason 
why Italy, despite its enthusiasm for European inte- 
gration, has the Community's worst record on im- 

















































And the reason— : 
prosperity—that it 







le , Many are sel not Aes to “fal 
Lane eges is procedure but by decree. 

Defenders of the system point to the use of de- 
crees as an example of its ability to cope. In the end, 
they say, Italy always does cope. It coped with terror- 
ism and it will cope, thanks to the EC, with its bud- 
get problems. Trasformismo, say the system's de- 
fenders, is ltaly's leisurely and opaque way of 
bringing about change masquerading as continuity, 
They are wrong; it is continuity masquerading as de- 
mocracy and stability. 

Just as Italy suffers from too much domm 
so it suffers from too much stability. Forty-five years 
after the end of fascism, and despite the existence of 
a nasty neo-fascist party, Italy ought to be more self- 
confident. It can afford to take a chance with a vot- 
ing system that is slightly less proportional; it can 
afford, every now and again, to exclude some of the 
“democratic” parties from power, including the 
Christian Democrats; it can even afford to let the 
Communists have a formal role in government. 

This last suggestion is, admittedly, the riskiest. 
It is not that The Thing would turn Italy into a new 
Albania; that danger is past. But Italy's Commu- 
nists, like its Christian Democrats, do suffer from a 
dreadful populist tendency. None of the big parties 
is free from this, which is why those laws passed with 
the biggest parliamentary majorities (on, say, the 
health service, rent control or public housing) are 
the most irresponsible of all. A Communist-Social- 
ist coalition might well be disastrous, shunning nec- 
essary reforms and yielding to populist temptation. 
























































































































































































Too many politicians want to join in 





nists in government even under t present system. 
Without reform, it is only a matter of time before 
The Thing is welcomed by the Socialists and Chris- 
tian Democrats in a grand coalition that will send 
public spending soaring and decisionismo into 
oblivion. Better to have a Communist-Socialist gov- 
ernment of the left which, when it is seen to have 
failed, can be thrown out in favour of a genuine al- 
ternative. The Christian Democrats would have an 
incentive to provide just that, for otherwise they too 
would be thrown out. Only by making the Christian 
Democrats understand that they cannot govern in- 
definitely can they be induced to give up lottiz- 
zazione and implement the reforms that Italy needs. 

And what are the chances of doing that? Not 
great. Some further institutional reforms are possi- 
ble, but don’t expect anything dramatic. The likeli- 
hood is that, though the reforms will go in the right 
direction, they will be marginal rather than radical. 

Where Italy's public finances are concerned, 
marginal changes would be enough. If the primary 
budget deficit of 1-296 of GDP could be turned into a 
surplus of 2-396 of Gp», Italy would have satisfied 
most of its financial critics. The official plan, to 
achieve stabilisation of the primary deficit by 1992, 
is more modest in its aims, but even this is proving 
hard to meet. Short-lived, many-partnered govern- 
ments find it easy to spend, difficult to tax. 

Two things might help them. One is an old- 
fashioned financial crisis, induced perhaps by re- 
financing difficulties. Though possible, such a crisis 
is unlikely, which is a pity because, without it, re- 
form-minded members of la classe politica will 
merely continue to put their trust in the European 
Community. The EC may in time help to sort out 
the budget deficit. It may also help to make the 
shortcomings of the central government in Rome 
less important, as more and more decisions are 
taken in Brussels and Strasbourg. But it will do little 
to make local government more effective. Indeed, 
the EC's principle of subsidiarité, taking decisions at 
the lowest appropriate level, may give yet more 
power to all those local party placemen. 

In the near future at least, it is hard to see much 
prospect of political reform. Things are going too 
well. Since the economy is likely to continue to 
thrive, politicians will feel no need to make life hard 
for themselves. That will not be the end of the 
world. As long as Italy is misgoverned, Italians will 
retain their knack for ingeniously circumventing 
government; and since modern Italy’s success is 
largely bult on this inventiveness, it will continue to 
be successful. An unreformed Italy will still be a for- 
midable power, deftly exploiting its comparative 
diplomatic advantage in Eastern Europe and the 
third world, stylishly showing northern Europeans 
that it is possible to work hard and enjoy yourself at 
the same time. Nonetheless an unreformed Italy will 
be less formidable than an Italy that was uncon- 
strained by its southern problem and the concomi- 
tant balance-of-payments deficit, by its tax evasion 
and the concomitant budget deficit, or by its state 
industries and the concomitant. public-efficiency 
deficit. Prosperous and democratic: though it will 
continue to be, Italy will be achieving much less 
than it could. 
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We are truly the bank that's "on the spot” 


Our international activity is in expansion 
although we have no immediate plans to open Italy's top locations. 








ABC s heedquarters in Bobratii 


BC'S FOUNDATIONS ARE ARAB, OUR SERVICES ARE GLOBAL. 


Arab Banking Corporation was founded a 
decade ago with a commitment to provide the 
highest quality in customer service, 

Today, ABC offers a wide range of financial 
services through its Group Nerwork in key 
international financial centres. International and 
Arab — ABC links vou to both worlds. 





Arab Banking Corporation (B.S.C.) 


Amman Bahrain Bangkok Barcelona Bogota Buenos Aires Caracas Frankfurt Grand Cayman Hong Kong Houston Lima London — Madnd 
Mexico City Miami Milan Monte Carlo New York Panama Paris — Rio de Janeiro Rome Sao Paulo Singapore Tokyo Tripoli Tunis Zunch 


(Principal locations of the Branches, Representative Offices, Subsidianes and Affikates of the ABC Group) 
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| ued to tell pec (a) t 

| to stop eating beef because of 

| mad cow disease, and (b) that 
his agriculture ministry puts 
'onsumers before farmers. 

- Millions of Britons continued 
to ignore him, including the 
fellows of Magdalene College, 
Cambridge, who banned pies, 
sausages and some other meat 


products from high table. 
The Conservatives hon 


their own election campaign 
by launching a summer of- 
fensive on Labour. Kenneth 
Baker, Tory party chairman, 
predicted its plans would “‘re- 


turn us to industrial anarchy”, 


The fighting talk was designed 
to rally the backbench troops, 
and head off a challenge to 
Mrs Thatcher. 


Landings 


The inquest on the M1 air 
rash closed without deciding 
= why the plane's only sound 
engine had been shut down. 
Neither pilot on board could 
remember: both suffered 


memory loss after the crash. 


A new airport aimed at busi- 
nessmen was announced for 
Sheffield, due to open on a 
former industrial site in 1993. 
Sheffield is Britain's fourth- 
largest city, and said to be the 
biggest city in Europe without 
an airport. 


Hordes of Kiwis poured over 
the quaysides in Southampton 
to celebrate the end of the 
Whitbread round-the-world 


We them 


yacht race, won by a New 
Zealand boat. Peter Blake got 
Steinlager 2 safely to the fin- 
ishing line, despite a small ar- 
mada of welcoming pleasure- 
craft over the last few of the 
race's 33,000 miles. . 





Another event of the second 
world war got the 50th-anni- 
versary treatment: a flotilla of 
boats set off from Dover to re- 
capture the spirit of Dunkirk. 


Apocalypse shortly 

A glum cabinet briefing from 
scientists about the climate led 
to an outbreak of greenery. 
Mrs Thatcher said scientific 
advice "simply must" be fol- 
lowed. lohn Wakeham, the en- 
ergy minister, fretted about 
global warming. David Pearce, 








tary Chris Patten, personally 
thought tropical deforestation 
might matter more. 





- from what was once the big- 


 April's current account defi- 


Nota happy lot 


< Another home secretary got a 


adviser to environment secre- - 
- silence, to protest against his 
recent veto of an extra rent 


award. They cheered their 












The Prince of Wales ines 
an apocalyptic address on the 
earth’s fragility on BBC televi- 
sion. Blaming philosophical 
and religious creeds for ex- 
horting man to abuse the 
planet, he chanted the mantra | 
of greenery for an hour. 











British Coal predicted that up 
to 7,500 miners would lose - 
their jobs by 1993. Arthur 
Scargill, president of the Na- 
tional Union of Mineworkers, | 
claimed British Coal was prac- | 
tising "the economics of the | 











madhouse”. He said he would. | i ned 
E ies was owed Ani Will the 


recommend industrial : action. 
The last iis was launched. 


gest shipbuilding town in the - 
world. Sunderland mourned ` 
the closure of its shipyard. 








cit fell to £1.8 billion, from 





£2.1 billion in March. Shares | 


dropped; the City had ex- 
pected a smaller deficit. 








rough ride from the annual 
police federation conference. 
Its 2,000 delegates greeted Da- 
vid Waddington i in complete 





_ Kalashnikov rifles was stoppe 
` tera chase in north London. 


cent IRA bombings. Mean- 
-= while new forensic evidence at 


-that the Maguire seven, con- 


|. The lorry driver arrested in — 
. Greece for carrying parts of an 


company he worked for had. 


ru abandoned his raid or ian 
sex post office when: 
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insider dealers.” 










Bombs and guns 


A car containing two loade 













by the anti-terrorist squa 


Police suspected a link with re- 





a judicial inquiry made it likely 





















victed of IRA crimes in 1918; : 
will be cleared. zi 








Iraqi supergun learnt that the 








gone into liquidation. The 
driver, Paul Ashwell, claimed 


























x. iz 
The man who raided a build- 
ing society twice withacu- - 

cumber masquerading as a 
shotgun was sent to pri 
for six years. Another rob 


















off jarai felli to pieces. 
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: 9 Exceptional combination of factors at Eagle Star - 8 
severe weather underwriting losses and lower stock market values tg E 
~ ^. >~ led to reduction in pre-tax profit. | Md 
ue Yay e Financial _ services: strong underlying business growth . we 
from Farmers, Eagle Star and Allied Dunbar — good increases in | 
: general and new life annual premiums. .. MON | dus 
p " "i | e obacco: year started with a strong performance from ^ c0 
p | $2 ai the Group's tobacco businesses - trading profit up 12 per cent | | 
boosted by continued growth in export markets. - 
eo emerger and disposal programme almost completed - 
. proceeds from disposals show Group's success in realising full 
value for shareholders from excellent businesses. m | 
: : ) "The. first quarter will not be representative of the year | | in 
as a whole", commented Patrick Sheehy. “I expect the Group to —— 
.. make solid progress in a transitional year.” Pod QE ag 


Special May -Board | Meeting to consider earlier. dividend 








A OUR years after the decision to build a 
^ railway under the English Channel, and 
more than two. years after British Rail 
started thinking about a new line from 
Folkestone to London, Britain's plans to 
shunt into a high-speed European rail net- 
work are still in a mess. The fast link to Lon- 
i On is yet to be commissioned; its viability 
"may hinge on the government's willingness 
to reverse its policy of not giving a penny of 
subsidy. i 20 
‘But as the wrangling over the financing 
and route of this 70-mile line reaches its dé- 
nouement, the focus will shift onto: the 








equally vexed. question of what happens to 


passengers and freight once they get beyond 
London. Already the Labour party's trans- 
port spokesman, Mr John Prescott, has said 


his party will consider new fast lines to the - 
north. He is still hazy on the details, but he - 


has put his finger on a widespread concern: 
Britain’s main railway lines will soon look 
awfully slow by European standards unless 
they are drastically upgraded or replaced. 


Stratford revisited E 
The cabinet was due to make a final decision 
on May 24th on whether to bail out Euro- 
pean Rail Link, the joint venture between 
P-itish Rail, Trafalgar House and BICC 
. ich plans to build the fast link from the 
Chunnel to London. When the venture was 
set up last November, the parties involved 
reckoned they could manage without a sub- 
sidy. Now they have done some more sums 
and say the new line will not be viable with- 
out cash from taxpayers, if only to recognise 
the improvements on offer for Kent com- 
muter services. 

If the government decides to throw in a 
bit of money on this basis (possibly £400m 
out of a total cost of aroünd £3 billion), it 
could get the worst of all worlds. Commer- 
cial criteria may produce a line with fewer 
social benefits than might have been ex- 
pected from a public infrastructural project. 
The trade-off ought to be its lower cost. But 
once the public sector has a stake, the link's 
promoters will be tempted to assume that 
the government will not let it fail—and the 
cost to taxpayers will rise accordingly. 






i Britain has to decide whether it wants a high-speed rail network aa good as 
those being planned for the next century by France, Germany and Italy — 


The government certainly will not con- 
template financing the line in full. But Mr 


Cecil Parkinson, the transport. secretary, 
could do something sensible. While rightly 


refusing to subsidise the link, he could tell 
the incoming British Rail chairman, Mr Bob 


Reid, to come up with a better route, fast. - 
Not.only have other options already been 
worked out in some detail, but they appear - 
to be better suited than the European Rail 
Link proposal to an extension of the inter- 
national rail network beyond London: © 
Take the most ambitious plans, being _ 
promoted by a civikengineering partner- 


ship, Ove Arup. Six months ago Ove Arup 


was in the camp advocating Stratford in 
East London as an alternative terminal to 
King's Cross. But, like a rival consortium led 
by. Manufacturers Hanover and Bechtel, © 
Ove Arup now recognises the importance of © 
. King’s Cross both to passengers and BR 
strategists, and plans a route going to both - 





places. That could make it roughly 20% 
more expensive than the European Rail 
Link route, but Ove Arup claims it would be 
both more financeable and more socially 
desirable. " 

Commuter stations in north Kent and 
south Essex, linked with large property 
developments, could finance a substantial 
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^... If Labour's Mr Prescott could come up 
with a respectable-looking grand design for 
_future.rail development before the next ele 
tion—and could provide some reasonable 


is too winding to make the most of 


train from London to Glasgow now average 
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ing costs— possibly up to. 












Crossrail may never get bui 
decided on quite different 
ernment's apparent lack o 
























ment to promote rail, as a way of re 
road and air congestion. | 


assurance that it would not require massive 
subsidies—he might win his party 
votes. His preliminary idea seems attract 
but utopian: a completely new fast line fro 
London to Glasgow via Manchester. Attra 
tive because the present west-coast mait 


like the French Tov, capable of 
even BR's new 140mph trains 





85 mph.). Utopian not just be 
cost but for planning reasons: the lines 
















ass through : areas. with 






















































eping it straight might mean mowing 
own villages or keeping much of it in 
nnels. 

A more realistic medium-term objective 


ains. That would make things much easier 
r international freight—and would: pro- 
de a payoff for a four-track line from Lon- 
Jon to the tunnel. Widening the loading 
uge would also allow trans-European pas- 
nger trains to travel through Britain. Un- 
r current plans, the trains that will ini- 
illy run between Britain and the continent 
ll have to be small enough for existing 
British tracks. They will therefore not be 
ye to stop at any continental stations 
her than Paris and Brussels (where some 
British-size platforms will be built to allow 
issengers to alight from the smaller trains 
ithout falling into a chasm). - 
But the difficulty of building new T€ 
ould not cause the British to abandon the 
idea of high-speed trains to places like Man- 
ster, Glasgow and Bristol. In the 1980s 
ve Italians succeeded where the British had 
ülec spectacularly i in the 1970s: they devel- 
oped a tilting train that can take bends at 
high speed. If BR could swallow its pride and 
snd some’ of its best engineers on regular 
trips to Rome, Britain might vet become a 
proper place on the high-speed ipio =P: 








Government figures 


'HE current-account deficit of £1. 8 bil- 
slion in April was bad news—but just 
w bad? The City- has enough problems 
hese days weighing the significance of items 
e this. But it has a second headache: how 
urate are the numbers? Every time the 
overnment's statistical boffins make an ap- 
arance, muttering of erratics and balanc- 
ng items, one thing grows clearer: White- 
ll's statistics are in a mess, with black 
ais in jme national erm and in corpo- 





pulation density of rural France, and 


| Mission statement 


ould be to start upgrading lines north of 
»ndon to allow them to take big European - 


M | l ir Major u : E 
| the fi urs. — J 


ABOUR this week issued an update of 
official party policy on everything 
from public spending to terrorism laws. 


Here are some of the things a future La- 


bour government might do, though of 
course it also might not: 

è Avoid a dash for growth; reject a statu- 
tory incomes policy; use credit manage- 
ment with restraints on bank lending. 

@ Oppose the European central-bank 
proposal of the Delors committee and 


the independent Bank of England advo- 


cated by Mr Nigel Lawson. 

@ Renew government borrowing to pay 
for long-term productive investment in 
the economy, eg for transport, training, 


| research and development and regional 


growth. 
. @ Expand the role of the national-savings 
- system and mix private savings with pub- 
lic investment in new joint ventures. 
—@ Set up a National Investment Bank to 
operate at arm’s length from the govern- 
ment; there would also be Regional 
Development Agencies with powers to 
set up investment-banking atms. . 
€ Raise the government's stake in British 
. Telecom from 49% to 51%; take control 
of the National Grid; return the water 
companies to pubis ownership (at a fair 





and on | firms’ foreign investment. Not be 
fore time. 
There are three main reasons why Brit- 


ain’s statistics have become less reliable: 


@ The abolition of exchange controls has 
made it much more difficult to keep track of 
money moving in and out of Britain. 

@ Statisticians have failed to keep pace with 
the shift from manufacturing to services. 

@ The government has reduced the range of 
numbers it collects, partly to save money 
and partly to ease the burden of paperwork 





| 
| 
market price) and manage them with | 
newly elected regional authorities. | 
@ Reduce the initial rate of income tax | 
from 25% to 20% but increase the top | 
rate to 50%; with the scrapping of the | 
upper-earnings limit for national insur- | 
ance contributions, this would make the | 
top marginal rate 59%. | 
è Introduce a national minimum hourly 
wage at 5096 of average earnings, rising, 

in the long term, to a minimum of two- | 
thirds of the median male hourly rate. 

@ Set up a new industrial court headed 
by a high-court judge sitting with two lay - 
members, one from each side of industry; 
allow secondary picketing "where a sec- 
ond employer is directly assisting a first 
employer to frustrate the dispute". 

@ Set up a new training agency to be 
known as "Skills UK”. 

@ Replace poll tax with a property tax; 
free local authorities to use money from 
the sale of council houses to build fur- 
ther homes. 
@ Create an elected Scottish assembly 
and a ministry of women at cabinet level; | 
replace the House of Lords with an | 
elected second chamber; make all police | 
forces (including the Met) accountable to | 

zi 
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directly-elected police authorities. 
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for business. - 

Most attention has been paid to the un- 
reliability of macroeconomic statistics, but 
another worry is the availability of detailed 
industry figures. These have been severely 
pruned since the adoption last year of the 
Armstrong-Rees report on statistics by the 
Department of Trade and Industry. The re- 
port took the same line as the 1981 Rayner 
review's advice to the government: collect 
only those statistics needed primarily ` 
government business and keep the fotm-.... 
ing burden on industry to an absolute 
minimum. 

As a result, detailed industrial informa- 
tion has been chopped from 4,600 products 
to 2,400, and is now available only annually 
instead of quarterly. In most sectors, the fig- 
ures for import penetration, export perfor- 
mance and  productivity—valuable for 
firms’. investment. and marketing deci- 
sions—have simply vanished. 

It is a pity that the government took no 
trouble to. find out what businessmen 
thought of the form-filling procedures. Evi- 
dence since collected by the DTI suggests a 
good deal more forbearance in back offices 
than Whitehall seems- to have assumed, 
mainly because firms find the figures useful. 

.. The government retorts that if industry 
wants these figures it can collect them itself. 
This is hardly realistic bond p A 











powers, it e would E be posible to get Lie 
necessary coverage. The government, say its 
critics, is in the best position to produce the 
statistics. It should do so and then charge 
companies for the service. | 

While Britairi has been cutting back, the 
rest of the industrial world has been expand- 
ing its industrial statistics. Firms in France, 


West Germany my America now all have 
access to quarterly data on more than 6,000 
products. Britain is also in direct conflict 
with the European Community, which is 
committed to setting up a Europe-wide se- 


ries on industrial production with at least _ 
6,000 product categories. Át some stage 


Britain could be forced to comply. 





Scottish steel 


Still time 





The im nding | ae of the Ravenscraig steel plant was € in. 


the 19 Os; but Scottish steel could bounce back in the 1990s 


ry HE political rumpus over the closure of 
<A part of Scotland's last remaining steel 
plant, at Ravenscraig, has produced enough 
hot air to run its blast furnaces rather longer 
than British Steel seems prepared to do. The 
"sure of Ravenscraig's rolling mill, with 
| e foss of 770 jobs, is the death-knell for the 

whole site: when it goes it will take another 


5.000 direct and about 5,000 indirect jobs in 


the Motherwell area (see map), where unem- | 


ployment is already high. British Steel is 
keeping open the production facility at 
Ravenscraig, its smallest plant, only until 
bottlenecks at its two bigger plants, at Port 
Talbot and Llanwern in South Wales, have 
been removed—expected by 1993. 
Whatever the political discomfort of the 
Conservative party and whatever the misery 
for those losing their jobs, the game is up for 
traditional steel-making in Scotland. The 
business reasons are quite obvious. Al 
though Ravenscraig can turn out steel at a 
profit, British Steel will increase its group 
profits by up to £ 100m a year by producing 
steel on four sites rather than five. This will 
be possible once the latest round of invest- 
.ment is completed at the Welsh plants. 
British Steel made 14.6m tonnes of 
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modernisation is complete, it will be able to 
make that without Ravenscraig. Though 
British Steel is Europe's most profitable steel 
company, its low costs are being chased hard 
by the West Germans and French. Accord- 
ing to Mr Jonathan Aylen, a steel economist 


at Salford University, they are within $30 a- 


tonne of British Steel's $410, and fast clos- 
ing the gap. 
Ravenscraig started the 1980s as British 


Steel's most advanced facility. Then the EC - 


changed the rules of the steel game and 
made it possible for firms to go on getting 
state subsidies—and Brussels aid—only if 


they were improving their steel plants. Brit- 


ish Steel seized the opportunity to modern- 
ise in Wales, putting in a new hot-strip mill 
at Port Talbot and starting to convert the 


steel-making there and at Llanwern to the - 
continuous casting—£20 a tonne cheaper - 


with better quality—already’ in use at 


Ravenscraig. Why? Because Port Talbot is _ 
ideally situated ón the coast, greatly reduc- 
ing the cost of moving around huge stacks of 


ore and coal. And Llanwern was already 


noted for the high quality of its rolling mill. 


Both are about 50% larger than Ravenscraig 


anyway, and much closer to end-users. 


Protesters against the Ravenscraig. clo. ... 


sure. complain that the heart is being torn 
out of a "strategic" industry. Strategic? TI 


idea reeks of the late 1940s. And the heart of | 
any industry is not its factories but its cus ^. ' 
tomer base. Scotland lost that long ago with | 
. the decline of its shipbuilding, heavy engi- 
neering and car industries. Less than 4% of 
Ravenscraig’s steel is consumed in Scotland. pes 
While the world steel industry. moved 
, ble ought to have been overcome. 











towards adding value to basic products—eg, 


with coatings or special qualities for particu 


4 . lar. customers—Ravenscraig’s 21-year-old ` 
— rolling mill became increasingly obsolescent. 


By the late 1980s it had left Ravenscraig 


2 high and dry, as a supplier of semi-finished ~ 


slabs and hot-rolled coil that needed to be 


finished elsewhere. The technical standards 
of the industry have also moved on since” 


1980, when Ravenscraig was a leader: Brit- 


‘ish Steel would. now have to spend over 


£200m t to shang it up to scratch. Sine 


when. Wales became the favoured site 
_ British Steel's heavy investment. Th 


then was, to improve the rolling-mill e 
vestment, it. might have won the da M 


. howinits death-throes. 
crude steel last year. Once ‘he Welsh xan E 






"uses coke-fired blast furnaces to make. a 





: cussed by Strathclyde University steel 


-vens'in a recent paper, will mean re: 
^ conventional continuous-slab -casters 
<. rolling mills by thin-slab casting. Thi 
“produce thin strips of hot material 


































group will soon have enough modern ca 
ity elsewhere, it is understandably keen n. 
to waste the money. | 

So the fate of Ravenscraig was 
not this month but by events back in 


tish steel lobby refused to campaign ag 
the Welsh decision. It insisted on fi 

for steel-making to be retained at al 
sites. Had. it fought harder for 
nationalised British Steel Corporation 


Ravenscraig at the expense of the Wi 


didn’t—-so smokestack steel in 


Aberdeen 


£ RA 
SCOTLAND 


TEESSID 


ENGLAND 


Scotland. (The Scottish lobby still clings to - 
the forlorn hope that the new mill will 
built at Dalzell, near Motherwell.) But: 
could yet revive in Scotland, thanks t 
revolution in technology and the vision of 
two former British Steel chairmen, 

) Monty Finniston and Sir lan MacGrego 
First the technology. Conventiona 


ds then refined into steel in a 

:ess. But direct, one-step smelt i 
ready set to become widespread on 
British Steel is working on it in a joi 
ure with Hoogovens, a Dutch comp: 


1995 the technical hurdles to making it: 





The other aspect of the revolution d 





y experts James Love and James 


can be turned into products tailored to 
er's specific needs with little furti 


cessing. American, German and : 












































his new production methodi bw owers the 
st of entry into what has been a capital- 
tensive industry. One-stop steel-making 
and thin-slab casting will overtake the con- 
ventional electric-arc mini-mills that came.in 
| the back of the last big technical innova- 
on to have been successfully exploited— 
tably by firms in northern Italy. 
- How does this offer Scotland fresh 
; pel As the international structure of the 
dustry changes, the best sites for steel- 
king will remain those on the coast. That 
vours. Port Talbot and aa which is 





X 7 SIT your. bod garden centre on a 
<V Sunday afternoon and you must pre- 
|< pare to be trampled by the honeysuckle- 
E hunters: the English passion for garden- 
| ing has never been keener. Recent days 
|. have seen a spate of shows cpening all 
over the country—the National Garden 
.Festival opened in Gateshead on May 
| 18th, the Chelsea Flower Show in Lon- 
| donon May 22nd. These are not the only 
|. floribund festivities: the Museum of Lon- 
| don has been transformed intaa horticul- 
tural history-book; in July Hampton 
| Court will burst into bloom in a flower 
| show. And, as if fingers were not green 
^ enough already, the Naticnal Trust has 
just nominated 1991 as Gardens Year. 
: The festivals attract swarmsof visitors: 
Chelsea, a tradition of the London sum- 
mer, expects nearly 200,000 over four 
days. Gateshead is the latest in a series of 
biennial festivals, originally dreamed up 
after the riots of 1981 to show Mersey- 
siders a better use for derelict. land than 
d. learning to throw bricks in it. Gateshead 
]j expects 3m-4m visitors by October. 
zo This popularity reflects ar: extraordi- 
. nary boom in the gardening 
market. lt has doubled in 
size since 1984— Mintel, a 
. market-research ‘company, 
last year valued the. total 
spending at about £1.6 bil _ 
lion—and estimates by the - 
Royal Horticultural Society 
| and leading gardencente . 
— companies, such as Hilliers, 
suggest it could mushroom | . 
by another 20-3096 in 1990 
Mintel calculates that the 
. average household with a. .] 
garden spends £87 in an av- 
erage year to keep everything ©. 
rosy. But beyond Mr Aver- — 
. age stand some fanatical -dig- 
_ gers and pruners. The bigger. . 











: Power t to the flower-pot men 


| ipee nu in. kane south- = a weed sight lu 


in- . British Steel's big Teesside complex. But it — 
‘also favours the site at Hünterston, on the 


Clyde coast, which is the company's deep- 
water terminal for importing ore for 
Ravenscraig. It was Sir Monty Finniston 
who fought for Hunterston—where two 
mini-mill style plants were built, but never 
used, in the late 1970s. Sir Monty wanted to 
build a whole steel complex there and to 
"float the stuff off on catamarans and sail it 
into the heart of the Ruhr”. 

Hunterston was aborted in the savage 
retrenchment of the steel industry in the 
late 1970s. But Sir lan MacGregor shared 
his purs vision and kept British 








east. But Mr David Nichol, director of the 
Garden Centre Association, notes that 


. garden spending has increased in rela- 


tively depressed areas like the north-east. 

In fact, gardening seems to prosper 
whatever the state of the economy. When 
the British are feeling affluent, they spend 
heavily on flashy tools and Tuscan pots. 
When the pennies need counting, they 
cancel their foreign holidays—and find 
themselves staring at the flower-beds for 
weeks on end. And Mr Robert Hillier, of 
Hillier Nurseries, thinks sky-high. mort- 
gage rates have taken none of the sun off 
his business. . 

Traditional green fingers do not go al- 
together happily with new green feel- 
ings—although warm. weather has 
boosted .deck-chair and barbecue sales. 
-For decades keen gardeners have been 
drenching weeds and pests in whatever 
new and more lethal chemicals the manu- 
facturers could think up for them. Now 
the big firms are buzzing around like 
doomsprayed wasps looking for eco- 
friendly equivalents, or at least something 
that can be made to sound that way. The 
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one-stop steel-making 


de. As a iesu. the company now enjoys a 


leading international position in the emerg- 
ing technology of direct smelting. 

So Scotland should take heart: the 
Welsh plants that are now knocking out 
Ravenscraig will start to become obsolescent 
soon after they are fully modernised, just as 
happened to Ravenscraig in the early 1980s. 
The trend in the 1990s will be towards the 
new "super-mini" direct-smelting steel mills. 
Then Scotland's steel industry, with its 
coastal site at Hunterston and its industrial 
workforce, could come into its own. 





ote 


organic gardener is making a comeback. A | 


few extremists are even growing gardens 
of weeds—by design, that is. 

This year a ferocious environmental 
war has broken out over peat. The peat 
bog, green lobbyists are pointing out, is 
not just a splendid source of humus for 
Surrey gardens. It’s a finite resource. So. 
wicked folk like Fisons, a fertiliser com- 
pany that digs up lots of it, are being 
rudely told to stop. But what are the alter- 
natives? One, suggest the greenies, is com- 
posted sewage. Another, a bit more ac- 
ceptable in Purley, perhaps, is coir, made 
from coconut husks; they like it in Sri 
Lanka, anyway. Fisons is holding its nose. 
As the chairman told shareholders at its 
annual general meeting this week, “Eco- 
logically attractive products such as 
municipal waste, sewage, etc still have 
great problems of contamination, consis- 
tency and stability". 

Most of the things made for gardeners 
come from big firms like Fisons or iC! (in 
chemical products) and Black & Decker 
ot Flymo (in tools). But the distribution of 
gardening products is still highly frag- 
mented, despite attempts by the large DIY 
multiple stores to corner a bigger share of 
the market. According to Mintel, garden 

centres accounted for 339€ 

of gardening-product sales in 

1989: pry multiples such as 

B&Q and Texas Homecare 

took only 2396. Local firms 

also dominate the supply of 
bedding plants and nursery 
Stock. ds 
So perhaps the small 
businesses in the industry 
are right to feel quietly conf- 
dent of the outlook. When 
. Mrs Margaret Thatcher 
- opened the Chelsea Flower 
“Show this year, the president 
of the Royal Horticultural 

Society had the temerity to 

. tell her a joke about Labour 
and red roses. You can't get 
more confident than that. 


| 
i 
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Spend a year 
in Holland and 
earn an MBA 





programme starting every September 





strategic management 






* accounting and finance 









Write or telex for more information to: E 


Director, 
the Netherlands. interfiational:: Um ode 
institute for Management (RVB) 
Endapolsdomein 150, P.O. Box yat | S 
6201 BE Maastricht PEE 
Telephone 043 -.618318 AL. 
-H Telefax 043 - 818330, Telex 56728. 

ai 
Ms. Rebecca Le. b $c 
RVB Singapore Liaison Office... 
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. Investment Management | 


- Evening Programme 
Starts B, October 1990 ^ 


-. This Programme enables investment professionals to acquire a 
fuller unde rsrandine ol modern portfolio techniques. 
— The three terms cover: 
. (D equity portfolio management 
(2) bond portfolio management 
(3 new financial instruments, 
Tüition on the Investmenr Management. Programme i: is given by 
. Dr. Elroy Dimson and experienced members of the School's 
internationally renowned Institute of Finance and Accounting. 
Dates: Tuesday evenings, 23 October 1990 - 4 June 1991, 
Fee: £3,300 (dinner and all tuition materials included). 
Enquiries and applications should be made to Francesca Perry, 
gramme Co-ordinator, Investment Management E est at 
adress below: 
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"Javestment Management Programme, London Business School 
Sussex Place, Regent's Park, London NW1 45A; UK. | 
Telephone: 071-262 5050. Fax: 071-724 787 5. 








it either of the foi lowing three specia izations: 


* management information 
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project of strategic speeds for th 
company sponsoring the MBA candidate peel the 
pcd ea for feces s action ins ue 










purum skills i eio coran inrer kills 
combines with management learning in core areas to reflect 
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NT EN NSIVE: ben i deep b cma 
high-calibre managers will allow them to contribute to uei 
organizations ' future success. ! A 





INDIVIDUAL: A small number of participants (maximur ) 
25) ensures unrivalled individual: support in the developmer 

of leadership potential, and a truly unique and enric 
learning experience for the candidates” organizations, as well 


as for the individual. 


Potential candidates and representatives of sponsoring 
organizations are invited to attend an Open Evening, between 
6 p.m. and 8 p.m. on Thursday 12 July 1990, at. 17 Po i 
Place, London: here, there will be an opportunity to discus 
the programme informally with members of the MBA Fac Í 


If you would like to attend, or if you are unable to attend b i 
would like a copy of the Ashridge MBA Prospectus, nee 
return the attached coupon: 
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Telephone: National: (044 284): 349 Lor 2344 
International: + 44 44284 3491 or 2311. 
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"HE cunda comes in m summers' 
— A time, during the 1993 public-expendi- 
. ture round, After its honeymoon, the new 
Labour government will be wrestling for 


or savagely limit promised spending on 
| health and education. 

“Fhe avuncular chancellor, Mr John 
Smith, stands firm. But the press is awash 
with rumours about resignation threats 
from Mr Robin Cook, health secretary, 





Nurses and teachers are demonstrating in 
Whitehall. The prime minister, Mr Neil 
Kinnock, spars testily with the BBC’ s Sir 
. James Naughtie and tells him of a “moder- 
ate, measured, middle-ofthe-road in- 
crease" in taxes. 
Whatever the changes in Labour poli- 
tics—red roses for red flags, an outbreak 
- of unity in place i of the old factionalism— 
~ two things remain surprisingly constant. 
. First, Labour is led by small, disciplinarian 
[E pipe-smokers. Second, it is wrestling with 
1 those old- fundamentals: getting and 
P spending . — 
^ — The party's third version of its post- 
1987 policy review, trailed for months and 
> finally published this week, confirms the 
]. trend that Mr Kinnock initiated when he 
|. became leader and which he has pursued 
J|- with some skill ever since. k is a moderate 
| document, committing Labour to a pro- 
— business stance (“business where possible, 
| government: where necessary”). It is also 
rs pro-Euro ean, relatively tough on the 
] unions and generally unsocialist in tone. 
^. The Labour left believes the new docu- 
ment is the party's most explicit rejection 
of socialism ever. Critics across the politi- 
cal spectrum have suggested it leaves La- 
bour without principles, directionless and 
confused. "Twas ever thus. “No one who 
has observed the party... furiously 
searching for its lost soul, can have failed 
to sense a mood of deep bewilderment,” 
said Tony Crosland, an enthusiastic La- 
bour revisionist, in 1956. 
The latest bout of rethinking is being 
used by the Conservative chairman, Mr 
Kenneth Baker, for the fitst stage of the 
Tory counter-attack on Labour's impres- 
sive lead in the opinion polls. Launching 
his "Summer heat on Labour" campaign, 
"Mr Baker attacked the policy document, 
which he had not read, as a "bogus, false 
statement’ ' (Labour hasn’ treally changed) 
lacking “credibility, principles or integ- 
| rity” (Labour'schanged too much). — 

; Good, mucky stuff. In fact, to unprej- 
2m udiced o observers it is pun that Labour— 

















the first time with the need to raise taxes - 


and Mr Jack Straw, education secretary. 





‘and is still changing. Mr Kinnock gets 
ever sterner about the primacy of the fight. 


against inflation, about the folly of paying 
for social spending “out of an extra great 
slab of taxation”, and about the need for 
restraint and a ruthless sense of priorities 
for public expenditure. 

Where Mr Baker's attack hits home is 
in his accusation that Labour revisionism 
has now gone so far in trying to reassure 
voters that it is stumbling into fantasy- 
land. Few taxpayers will lose out, yet the 
party will invest in education, transport, 





Smith the disciplinarian 


social services and training: Labour will 
slash interest rates, and smash inflation, 
too. Tooth-fairies of the world, unite. 
Someone’s gonna be disappointed, as 
a famous boss of New York once said of 
his budget. The question is: who? Even 
Labour’s minimum commitments look 
quite expensive—£3.5 billion on in- 
creased child benefit and pensions, 
£800m to buy back a controlling share of 
British Telecom, around £1 billion to im- 
prove teachers' salaries, and rather more 
than that on the national health service. 


High noon, again 
A moderate estimate of the cost of meet- 
ing some of the main commitments in the 
first year of a Labour government might 
be £10 billion—a figure described by a 
shadow cabinet member as “a fair guess”. 
That suggests a return to net government 
borrowing and higher taxes for a broad 
swathe of middle-income families. 

So back to that sticky spending round 


. of 1993. Who would cause the trouble? 


The most serious challenges to-a Labour 
government intent on pursuing a conser- 
vative fiscal policy would come not from 


marne arma 
paeng 
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the hard left, but from an alliance be- 
tween a strong public-sector union with a 
real, post- Thatcher grievance (the nurses, 
say, or the teachers) and a powerful La- 
bour cabinet minister. Mr Robin Cook, 
Mr John Prescott and even Mr Bryan 
Gould could be relied on to fight like ti- 
gers for their departments, arguing that 
voters had put in Labour expecting it to 
spend. And, unlike the Tories, Labour 
would have no gut prejudice against bor- 
rowing or taxing. 

At this point the Labour government 
would either accept the discipline de- 
manded by Mr Kinnock and Mr Smith or 
it would start to fall apart. The outcome 
would depend crucially on the leader him- 
self. Labour has enjoyed, or suffered from, 
a wide variety of talent in its postwar lead- 
ers, and it is unclear where on the spec- 
trum Mr Kinnock will reside. Clement 
Attlee, the greatest of them, was described 
at a meeting of Labour MPs in 1948 as “the 
nearest approach to a saint that we are | 
likely to see in this place". According to 
one contemporary account of the meet- 
ing, "what was striking was not merely the 
judgment itself, but the reception which it. 
received—neither a guffaw nor ecstatic 
approval but the unemphatic acceptance 
of an obvious truth". 

The decay of the socialist faith since 
Attlee's time would make such a judgment 
on any modern leader laughable. If Attlee 
was the saint, what was Harold Wilson! If 
Mr Kinnock came half-way between the 
tough managerial style of Attlee and the 
bazaar-politics of Wilson, he would keep 
the show rumbling on. 

But should there not be more to La- 
bour than that? Is there any chance, for 
example, that the party could continue 
shifting until one day it became more than 
a high-spending, half-convinced manager 
of capitalism? What price a low-tax, free ' 
trade Labour, that made a fetish of repay 
ing the national deb? —. - ' 

Impossible? It has. hipped before: - 
Mr Smith's earliest predecessor, the first 
Labour chancellor Philip Snowden, is an- | 
other spectre billowing over Labour revi- 
sionism. In his 1924 budget he promised 
lower taxes and “to reduce the debt in a 
thorough manner”. (Compare the higher 
taxes and deficit financing advocated by 
even the new-look Labour of 1990.) Un- 
der him, Labour even championed free 
trade, against the protectionist Tories. 
Snowden was a prophet before his time, 
becoming an arch-traitor in Labour de- 
monology (fit, in the old song, to be 
hanged "on a sour apple tree”). But per- 
haps Labour revisionism is so far ad- 
vanced that even he could now be 
rehabilitated? 
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Mr Nicholas Brady be 
Congress for new loans 
nance faster sales of t 


ing to sell the instituti 
whole, the governmen 


times as many as in th 
ous seven mot ths. 


A study. of bank lending by 
America $ Fed found that the 
country's banks are cutting 
hack on loans for commercial- 
roperty development, and 
loans to small- and medium- 
sized businesses. But, it said, 
there is no general "credit 
crunch" 


Moody's downgraded (to AA.) 
$31 billion worth of 
Citicorp's debt, arguing that 





ready lent too much against 
commercial property. 


Setting markets free 


Russia proposed a package of 
economic reforms to bring the 
price of goods closer in line 
with the cost of producing 
them. Wages will rise in the 
autumn. Food prices will dou- 
ble in the new year—but will 


proposals are due to be put to 
a national referendum. 





Financialfollies |. 


America’s biggest bank had al- 





not (yet?) be free to fluctuate | 
with supply and demand. The 





Kamaz, Russia's biggest 


/ truck manufacturer, wants 
~ to sell shares on world mar- 

|. ketsto help finance a 6 billion 
ssets | rouble ($10 billion) invest- | 
of bust thrifts. Instead of ry- E 


ment plan. 


. |. America ina Japan of 
^| foot-dragging on financial 

| market reform—reviving a 
campaign shelved two years 


ago. It threatened retaliation 
against Japanese financial 
houses operating in the 
United States, if progress is 
not faster. Top of the Ameri- 
cans’ list of desired reforms is 
an end to controls on bank- 
deposit interest rates. 


Japan's finance ministry ap- 
proved the Chicago Mercan- 
tile Exchange's electronic trad- 
ing system, Globex, for use in 


. Japan. 


Community spirit 


Mr Jacques Attali, an adviser 


to France's President 


Mitterrand, was named head. 


of the new European Bank for 
Reconstruction and Develop- 
ment, to be based in London. 
Three-fifths of the bank's 
lending will go to private-sec- 
tor or newly privatised compa- 
nies in Eastern Eutope; the 
rest will go to help govern- 
ments build up infrastructure. 


The European Commission 
told Renault to repay $620m 
the state-owned carmaker re- 
ceived in government subsi- 





THIS WEEK 


dies when the French govern- 
ment wrote off its debts, and 
to reinstate a further $440m of 
long-term debt on its balance 
sheet. | Tur 





Under development - 














Viva Mexico! Its debt ede 
illed government cut its pub- 
lic-sector deficit to about 196 


of opp, the lowest for 25 years. | 


The African Development, 
Bank complained that Afri- 


ca's debt burden had become | 
unbearable. Total foreign debt - 


increased by 4096 over the 
past five years to $226 billion. 
The continent's debt-service 
ratio trípled during the 1980s 
to nearly a third of its exports. 


East German bunnen 
have asked their government 
for temporary import controls 
on West German goods after 
economic union on July 2nd. 
They reckon that East Ger- 
man agriculture and 7096 of 
its food and beverage busi- 
nesses will otherwise be 
uncompetitive, - 





Bouncy bids 


What would have been the 
world's biggest personal-com- 
puter software company will 


not be. Mr Jim Manzi, boss of. 
Lotus Development, maker 


of the best-selling 1-2-3 
spreadsheet, had cooked up a. 
$1.5 billion merger over din- 
ner with Mr Ray Noorda of . 
Novell, maker of a best-selling 
network. But Mr Noorda’s 


colleagues could not live with - 


li i group ol up the 


[> share of the American rubbi 


|. snook at Italy's Enimont, 


a. Company is trying to put toe 


: : | : build. then next t generation of | 


| British Airways’ pre-tax 
















only three seats on the new 
company's board, when Lott 
would whine pus Er 


Polysar rubber division of 
Canada's Nova Corp for $1 
billion. Bayer gets a bigger - 












market; it also gets to cock a 


which wanted Polysar for 
| itself | 















| gether an alliance with 

` France's Thomson-CsF to 
compete with American de- 
fence firms over who is to. 










































Loss-making Pan Am put its | 
New York-Washington-Boston. 
shuttle up for sale along with 
some of its routes in West | 

"Germany. Donald Trump is. 
also trying to sell his compet- 
ing shuttle service. 


Rosy figures 


| Britain's Carlton Communi» 
cations, a television produc- . 
tion and services company, __ 
announced a 5496 increase in 
pretax profits to £64.9m 
($110m) for the six months to: 
March 30th. This was slightly 
better than City analysts had - 
expected, but its share price 
continued to fall. 


profits rose to £345m ($584m) 
in the year to March 31st, 
29% better than the previous 


financial year. 














“an important step in the development of the ECU “it was all very well done and congratulations are 
Eurobond market." definitely in order to UBS on an exceptional deal..' 
Eutoweek, 19 January 1990 international Bond & Equities Letter, 15 January 1990 




















«the first ECU deal tc be offered by this kind of “ the asset backed securities market has taken a huge leap 
. technique..! Financial Times, 29 January 1990 | forward with this deal.." Euroweek, 12 January 1990 





*..UBS did an excellent job... 
,the Uk ... achieved a great success in a difficult ECU market.” 
Financial Times, {11 January 1990 International Bond & Equities Letter, 12 March 1990 
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“another great success... ...UBS have had a cracking 
week with ma deal... i ape E successful." 














*..the first of the year in the sector... 
.. reported a "very enthusiastic" response from investors.." IFR, 6 January 1990 











; “the star erformer of the quarter has been 
UBS-Phillips & Drew. The firm has been active in the 
dollar, ECU and sterling sectors and has launched 
11 straight issues to date.." Euroweek, 6 Apri! 1990 
P *..UBS Phillips & Drew enjoyed a remarkable first 

quarter, rising from 13th place last year to 2nd.." 
Financial Times, 2 April 1990 
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Pressure groups are | e be 
and often presenting executives w 
cotts. are Den 








: and damned if we 


of ‘beleaguered American businessmen. see 
the choices facing them on a growing list of 


issues. Consumer boycotts against big em- 


loyers have been a traditional tool of 

ierica's trade unions. But nowadays 

4 »4lérican companies are more likely to face 
mass protests organised by middle-class zeal- 

ots harnessing consumer power in support 

of stands on complicated and divisive issues 


like abortion, experiments on animals, the — 


environment or political repression in for- 
eign lands. Such campaigns are proving to 


be a commercial minefield, Settling a union. 


dispute usually killed the old-style boycotts. 
Giving in to the demands of anti-abortion 
(“pro-life”) campaigners just invites a boy- 
cott from their anti-anti-abortion (“pro- 
choice") opponents. 

Boycotts of business are reaching epi- 
demic proportions in America largely be- 
cause they are so successful. Few companies, 


no matter how big, s see much t to gain from | 


sieging American com 
ith impossi 


ncreasíng number — 


` sttóyed tropical 


| trying to win an argument with highly z 
tional and often bitter adversaries. In Amer- 


ica, where the public instinctively sides with 
the underdog, even defeating a boycott can 


be damaging (see box on next: page). Busi- 
. ness boycotts come in all shapes and sizes. A - 


partial guide: 


| € Attacking brand-name products: The | 


most visible example has been this year's 


successful campaign to stop canners selling 


tuna 


the canned tuna sold in the United States: 
Star-Kist, Chicken of the Sea and Bumble 
Bee. When Heinz, the owner of Star-Kist, 


announced on April 12th that it would buy 


only “dolphin-safe” tuna, the other belea- 

— companies capitulated a few hours 
ter. 

-The San Francisco-based advertising 

agency that prepared the advertisements for 

the campaign on dolphins, Public Media 

Centre, also created the ads that called for a 








_ THE ECONOMIST MAY 26 1990 






- chain. These ads, which persuaded E 


nies that experiment on animals i is 
winner. In 1985 an organisation call 
ple for the Ethical Treatment of 2 


panies, politicising hinta 
le choices. Consumer boy. 


oming an epidemic for one simple reason: they work | 


. the list is still growing. 


-says Ms Kathy Guillermo, its “compass 
. campaign director, the group has DL 
 trated its ire on cosmetics compan e 
. cause it is-easier to convince-peoplè-“th 
animals don't have to be killed for a ne 
fish caught in nets that also trap and — 
kill dolphins. The boycott zeroed in on. 

three brands that account for about 70% of. 


. PETA slogan declares: "L'Oréal Sunscreen: 
groups have applied their efforts to getting 


Offering carrots and sticks. This isa tac 


. In announcing its annual Corporate | | 










































. boycott. of d Burger King. bans 


King to cut beef imports from Sout 
ica, asserted that much of the me 
Whoppers came from ranches that hi 
] rainforests to create egr 








land for cattle. ==. i 
~ The. boycott of the erode at 


(PETA) had the ‘names of only 50 compas 
on its “cruelty-free shopping" list. 
lists more than 250 companies that hav 
sworn testing their products on anima | 


PETA is against all tests on anni l 


brand of shampoo” than it is for a life-saving 
drug. Last year PETA set its sights on Avo 
Products. When Avon surrendered PETA. 
switched its aim to Revlon, which quickly 
followed suit. This year the target is L'Oréal. 
Parodying a recipe instruction, a typical 


First fry white mice in tin foil." : 

The success of such campaigns directed 
at a single company is persuading others to 
adopt the same tactics. Anti-apartheid 


motorists to stop buying petrol from Shell 
although Shell is just one of many mul 
tionals that continue to do business witl 


South Africa. ^ 


tic championed by the Council on’ Ecc 
nomic Priorities, an influential non-profit 
public-interest research centre in New York 


science Awards (this year's winners. 
AT&T, US West, Pitney Bowes, Cum 
Engine. and Xerox), it also gives several co 
panies ' “dishonourable mentions". . 
Three companies were declared. 
fied for these "dishonourable mer io 
a dinner organised by the council f 
business leaders in New York's Plaza E 
in March: Exxon for the way it reacte 
the oil spills from the Exxon Valdez ta 
off Alaska; usx (formerly us Steel) fo 
record on pollution, employee health: ai 
safety, and employing black. people; and P. 
due Farms for allegedly sacking work 
ter they suffered work-related. injurie 
chicken-plucking plant line. Cony 
hate being singled out in this way. . 
e Shaming shoppers. Women Wear 
on New York's Fifth Avenue 













racked by side : 
l them indirectly responsible a the 
|| deaths suffered by s animals. A 
up called Friends of Animals plastered 
w York with posters of a bloody paw 
crunched in a trap that said: “Get a feel for 
i. Slam your fingers in a car door." 
So many women have. stopped wearing 
irs that the trade is in serious trouble. Af- 
seeing a net profit of $5m in 1987 turn 
to net losses in 1988 and 1989, Fur Vault 
New York agreed to sell its retail fur oper- 
ns to South. Korea's Jindo Corporation 
bruary. Another big New York furrier, 
tonovich, has filed for protection from 
reditors. under America’s bankruptcy 
WS. Shame-on-you campaigns against dis- 
sable nappies (allegedly bad for the envi- 
nment) have so far produced less spec- 
r results, perhaps because cloth 
nappies put such a dampener on the joys of 
thood. . 
hi reholder pressure. This is a tried and 
ested tactic of the anti-apartheid movement 
ecently embraced by pro-choice (pro abor 
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Brewing trouble 


ROCTER & GAMBLE is so in- 
censed by a boycott of its Folgers cof- 
fee that it has staged a counter-boycott. 
The Cincinnati-based soap and food gi- 
-ant has announced that it will yank all 
= advertising from any TV station that 
broadcasts a "highly offensive" anti-Fol- 
|| gers commercial from a political advo- 
|. cacy group called Neighbour to Neigh- 
-© bour. The ad shows a cup of Folgers 
coffee that turns to blood when poured. 
- This ultimatum has forced television 
-stations to choose between carrying com- 
mercials from Procter & Gamble or from 
-Neighbour to Neighbour, which accuses 
- Procter & Gamble of indirectly financ- 
ing a brutal war when it buys coffee 


have not found it a difficult choice. 
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E ee This. programme will ‘resume as 
' goon aş our advertisers: resolve 
their political differences" 








.beans from El Salvador. Most stations. 


tion) : "Te 
phone and raph rea enced | in 


March that it would no longer make chari- 
table donations to the Planned Parenthood 
Federation of America because it did not 
want to be drawn into abortion politics, the 
chairman of the federation, Ms Faye 
Wattleton, countered with fullpage ad- 
vertisements in newspapers and letters to 
supporters. In these she appealed to Ameri- 
cans to oppose “this act of corporate cow- 
ardice" by donating AT&T shares or proxies 
to her organisation so that it could exercise 
direct influence on the corporation. 

e Health scares. Midwest dairy farmers 
have borrowed a tactic used successfully by 
the anti-smoking and anti-nuclear move- 
ments: scaring the consumer into support- 
ing their cause. The farmers’ aim is to pre- 
vent Monsanto, a St Louis-based chemical 
company, from bringing bovine somatotro- 
pin to market. This is a genetically engi- 
neered hormone protein that has already 
been approved for widespread use in Russia 


and Czechoslovakia (now there's a testimo- 


nial), but has yet to be cleared by America’s 


AEN PE EL tera d rt Fleet n dmm rer re Ne AQ Rm trier 4A are V inrer ridi 
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Procter & Gamble, America’s biggest ad- | 
vertiser, spends more than $600m a year 
on television advertisements for Pampers 
nappies, Tide detergent, Charmin lava- 
tory paper, Crest toothpaste and scores 
of other products. 

Neighbour to Neighbour has tried 
without success to get its commercial 
aired in Washington Dc, Cincinnati and 
two cities with Folgers coffee plants, New 
Orleans and Kansas City. Only three sta- 
tions, all of them in the north-east corner 
of the United States, have defied Procter | 
& Gamble’s counter-boycott. | 

The most defiant is WHDH-TV, the CBS 
affiliate in Boston whose refusal to stop 
airing the anti-Folgers commercials has 
cost it Procter & Gamble advertising 
worth Sima year. Mr Seymour Yanoff, 
WHDH-TV's president, says: "For me, it | 
was a question of access. What if Procter | 
& Gamble had $1,000 and Neighbourto | 
Neighbour had $1m?” 

Despite Procter & Gamble’s success 
in keeping its foe off the airwaves else- 
where, its aggressive counter-boycott has 
boomeranged. Neighbour to Neighbour 
is thrilled by the publicity which the con- E 
troversy surrounding Procter & Gam- 
ble's boycott has brought to its own anti- 
Folgers campaign. Worse, Procter & 
Gamble is being portrayed as a corporate 
bully that denies its critics the right of 
free speech—even when they are willing | 
to pay for it. | 

















Flipper power 


Food and Drug Axininistéad on. It increases 
a cow's milk yield by up to 2596. 

Small dairy farmers fear that the hor- 
mone will add to America's milk glut by in- 
creasing the supply of milk. They also claim 
the hormone will reduce demand for milk by 
scating off consumers. By talking up the 
hormone's health risks (which Monsanto in- 
sists are non-existent) they have already per- 

suaded the governments of the dairy states 
of Wisconsin and Minnesota temporarily to 
outlaw its use, even though the federal gov- 
ernment has yet to approve it. Monsanto is 
cross, the Midwest dairy farmers delighted. 

In this, as in other campaigns, it may 
seem easy to tell whose cow is being gored. 
But to see one group of businessmen 
threaten another group with a consumer 


more. bullying, dim era victim may "> 
be corporate misbehaviour, but reason. 





Marketing - 


Siepson of Coke 


TN 1985 Coca-Cola decided to put more 
sweetener in its famous fizzy drink. The 
new formula attracted 1,500 protest calls a 
day from outraged consumers. Four months 


- later an embarrassed Coca-Cola had the old 


formula, redubbed Coca-Cola Classic, back 


.on the shelves. Once bitten, twice shy! Ap- 


parently not. Coca-Cola is test-marketing a 
relaunch of the sweeter cola, this time to be 
| known as Coke L — 

Why bother? Coca-Cola Classic is still 
Anea s top-selling soft drink, and new- 
formula Coke has sunk into merciful obliv- 
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Angst: going out of fashion 


| German economic and monetary union is only five weeks away. Should 
West Germans be worried about the consequences? 


ITH almost: indecent haste; govern- 











ments in Bonn and East Berlin have 
signed the treaty that nerge the two 
German economies on July 2nd. But West 


hat the govern- 
ment is being too generous to their East 
German cousins and that they will end up 
paying a heavy price. ‘The opposition So- 


German taxpayers : 


cial Democrats are demanding even more 


generous terms, a move which could delay 


unification. At the same time, the fnan- 


f 

-cial markets are fretting that a spending 
spree by both the public and private sec- 
tors will push up inflation and interest 
rates. Yet the advice of several German 
economists is "don't panic". 

- Early fears that the conversion of near- 
ENA East German savings into 
^ spendable D-marks would unleash an in- 
flationary consumer-spending spree were 
overplayed. In relation to the size of East 
Germany's economy this “monetary over- 
hang” is relatively modest and can be ab- 
sorbed by the government selling bonds 
and state-owned homes. 

The real risks stem not from consumer 
spending but from the expected surge in 
government borrowing and investment 
needed to rebuild the East German econ- 
omy. With the West German economy al- 
ready working flat out, this could quickly 
spill over into inflation. 

One positive factor is that the influx of 
East Germans into West Germany has 
< provided a new supply of skilled and more 

mobile labour, which should help to re- 
lieve wage pressures, and so nip in the bud 
one source of inflation. But probably the 

- best reason for not losing sleep is that 
West Germany has a safety valve through 

which it can release excess demand and 
inflationary pressures: its massive current- 
account surplus—DM104 billion ($55 bil- 
lion) in 1989, almost 5% of GNP. 

By diverting exports to its enlarged 

home market and sucking in imports, 


Germany should be able to meet the surge — 


in demand without inflation exploding. 
Germany's mix of loose fiscal and tight 
monetary policies will tend to push up the 
D-mark—like the dollar in the early 
1980s—and so switch resources from ex- 
ports to the domestic market. 


Many economists in America and Brit- - 
ain suggest that Germany's combined ex- 


ternal surplus (East Germany was close to 

balance last year) could vanish completely 
within three years, with big implications 

for deficit countries which currently rely 


| on its exports of capital. Most West Ger- 


re 
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man. economists, Konevi, foede th: ler tax rev 
the combined surplus will, at most, halve oy 





to around DM50 billion. . 


| m smaller because it 
















quated infrastructure, a nd money to reset- 
tle eastern immigrants in the west, the - 
gross bill for economic and monetary ` 
union could amount to DM60 billion-70 
billion by next year. 

But the net increase in spending will 
il partly be offset b 










Mr Ernst-Moritz Lipp, thechiefecono- -thresh 


mist of Dresdner Bank, has two reasons 


for forecasting a more: modest decline in 
the surplus. First, he believes that East 


Germany will be able: to finance a sizeable 


chunk of its investment requirements 


from its own savings. Those East German - 
companies that are capable of survival, he : 





argues, will enjoy big gains in productivity 
and profits as they shed surplus labour, 
while the fear of unemployment should 


encourage many East Germans to con- 


tinue to save rather than blowing all their 
money on videos and stereos. 

Second, he expects economic union to 
result in a smaller increase in government 
borrowing than many headline-grabbing 
non-German economists believe. Until a 
few weeks ago some alarming figures were 
being tossed around suggesting that Ger- 
many's budget deficit could jump to more 
than 596 of GNp. The latest guesses are 
much more modest. 

Top of the bill is the cost of raising 
pensions and unemployment benefits in 
East Germany, to prevent people flooding 
to the West. Unemployment is expected 
to soar as inefficient firms, unable to com- 
pete with western ones, close down. Some 


_ fear that unemployment could rise to 20% 
~ ofthe labour force. After adding subsidies 


for industrial restructuring, public invest- 


ment to modernise East Germany's anti- 


Soiree oy 


i term, economic reforms in East Germany 
"should deliver stronger growth, and henc 
| bigger tax revenues. 


. of DMI15 billion: DM95 billion will come | 
from bonds issued over the next 414 years, | 


governments plus social security) was in 
slight surplus, on a national-accounts defi- 


optimistic Mr Lipp reckons that the com- 







































ion more in 1991. n zs m 





“So how much extra will West Germa- 
ny’ s taxpayers have to cough up? Its 
nance minister, Mr Theodore Waige 
with one eye fixed on the December elec- 
tions, has ruled out any tax increases. In- | 
stead the federal and state governments | 
are jointly setting up a German unity fund | | 


plus another DM20 billion from budget E 
savings elsewhere. ud 

What does this mean in terms of extra = | 
annual borrowing? Last year West Germa- | 
ny's total budget (federal, state and local | 


nition, for the first time since 1973. The 4f 


bined deficit of the two Germanies will 
rise to no more than 114% of GNP next | 
year. He concludes that there is no need | 
for a further rise in interest rates and that 
inflation will go no higher than 3-3'2%. 

: However, there are many uncertainties. 
which could push the budget deficit muc 
higher. What if unemployment rises mor 
sharply than the federal government ha 
assumed? How long before East Germa- 
nys new tax-collection system becomes 
fully effective? How long before revenues. 
flow in from the privatisation of land and. 
housing? How quickly will East Germany 
respond to economic reform and generate 
higher taxes? What if the Bundesbank, 
alarmed by the rise in borrowing, pushes 
interest rates higher and so slower growth: 
depresses tax revenues? | 

Yet even if the extra borrowing turns’ 
out to be double Mr Lipp's estimate, the 
combined deficit would still be well below 
West Germany's deficit of almost 4% of 
GNP in 1981. As the price of a leveraged 
buy-out of 16.6m people, many would cal 
that a bargain. ^ 











ion-—sales fell from 977m cases in 1985 to 
an estimated 78m in 1989. . | 

The answer is that Coca-Cola wants 
more young drinkers. Despite Classic 
2oke's endorsement by a pre-pubescent 





agers: prefer. Pepsi’s more sugary taste. Coke 


less fizz than the “classic” stuf, is designed 
to win them back. Coke Il is "really very 
much like Pepsi," says Mr Tom Pirko, an in- 
dustry specialist with Bevmark, a Los Ange- 
les-based consulting firm. 

Keen to avoid a repeat of 1985's fiasco, 


Business confidence in Hongkong 


R LIL KA- SHING, chairman of 
VA Hutchison Whampoa and ier 
Hongkong' s richest citizen, is. adamant: “ 
y refuse to move the ee 
overseas.” That is his reply to.an announce- 
ment from his rival in wealth, Sir Yue-Kong 
Pao, who on May 15th. revealed that Lane 
| Crawford, the department-store subsidiary 
óf his World International group, was to 
take up domicile in Bermuda. Why is Sir 
"K. jumping ship and not Mr Li? 
Sir Y.K.s lieutenants claim that Ber- 
muda offers “long-term financial flexibil- 
ty’. A second, less-than-convincing argu- 
nent they offer is that a brass plate in 
Bermuda will help "attract and retain" good 
aff. The best reason, however, is the un- 
poken one: a corporate dan Overseas 
Offers protection—at least for assets outside 
Hongkong—if Hongkong goes badly sour 
after 1997, when communist China resumes 
sovereignty over the British colony. 
The lurking fear of Hongkong’s busi- 








ese are not the kind of consumers you trifle with 


fock band, New Kids On The Block, teen- 


Il, which has more sweeteners and slightly 


Coca-Cola is not saying when, or even if, a 
full rollout of Coke II is due. The company 
insists that, if it is launched nationally, the 
new product will not replace but sell along- 
side Classic Coke (which may even revert to 
being called simply Coca-Cola). If Coca- 
Cola is keen to avoid stirring up its some- 
times disconcertingly loyal customers, it has 
no such qualms about competitors. "Coke II 
is positioned squarely against: the Pepsi 
drinker,” declares a company spokesman. 


"Real Coke taste and the sweetness of 


Pepsi," warble experimental television ad- 
vertisements for the new drink. 


-The hot breath of the dragon 


nessmen, many of them made-good refu- 
gees, is that China will expropriate Hong- 
kong s wealth just as, 40-odd years ago, it did 
Shanghai's. In 1984 Jardine 
Matheson, the colony's leading 
"hong" or trading house, 
rocked business confidence in 
the colony by setting sail for 
Bermuda. Since then around 
70 companies, roughly a quar- 
ter of total stockmarket list- 
ings, have moved their domi- 
cile offshore or are planning to 
do so. Moving offshore can 
even help a company's share 
price back home. So can ob- 
taining a foreign listing, as 
Jardine Matheson announced 
this month it would do in Lon- 
don, because Hongkong stock- 
market prices are so depressed. 

Then why are Mr Li Ka- 


shings companies keeping 


sponse will make lively viewing: ` Bath com- 



























































panies revel in using knocking ads— 
PepsiCo's advertisements for its Kentucky 
Fried. Chicken subsidiary subject McDon- 
ald's nerdy-but-nice Ronald McDonald to a 
ruthless send-up. Coca-Cola's 1989 ads for 
Diet Coke featured slim-and-leggy lovelies 
Chris Evert and Jerry Hall telling viewers 
they should be fed up, not with tennis or 
raddled rock-star husbands, but with Diet 
Pepsi. 

An advertising war with PepsiCo is not 
the only thing Coca-Cola has to worry 
about. Coke II is Coca-Cola's seventh drink 
using the Coca-Cola brand name. American 
consumers already have Classic, Diet, 
Cherry, Diet Cherry, Caffeine-free, and, 
wait for it, Diet-and-caffeine-free Coke to 
choose from. Launch vet another version 
and they might start wondering which is the 
Real Thing. 

Even Classic Coke itself has currently 
got hiccups. The product's summer promo-. 
tion features look-alike “MagiCans”, : 
signed to produce dollar bills instead oi 
drink when popped open by the surprised 
consumer. A nice idea, but not all the 
MagiCans work. Now American mothers 


are worrying that their little darlings will 


swallow the hidden pop-up devices by mis- 
take. Vhen an Atlanta drugstore owner, 
John Pemberton, dreamt up the original 
Coca-Cola in 1886, he peddled it as a cure 
for indigestion. By now Coke's marketing 
supremos could probably do with a similar 


.tonic themselves. 


their names pinned to Hongkong! The 
short answer is that Mr Li, more heavily 
committed to Hongkong's property market, 
has more to lose than Sir Y.K. from any 


drop in confidence. Hutchison and Mr Li's 


associate company, Cheung Kong, are 
among Hongkong's biggest landlords and 
property developers. When Jardine, als- ~ 
big property firm, moved abroad, sh 





Hey, let's SAN Bermuda 
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at by Mr Li in pos 5 equally ner 
vous climate would have an even more dev- 
astating effect on the stock exchange; 
around 60% of the market’s capitalisation is 
represented by property-related shares, - 
One apparent option for Honukoug 8 
big companies is to increase their assets else- 
where. This. is easier said than done. Even 
under a cloud of political uncertain s: 
Hongkong's economy has been one of the 
fastest-growing in the world. And th hongs. 
have been less than brilliant investors out- 
side the colony. The best spreader of ri 
has probably been Jardine Matheson, whi 
in 1989 made 46% of its profit from outs 















Hongkong and China. Mr Li's Hutchison, 


has been less successful Though it owns: 
4396 of Canada's Husky Oil and 2196 of. 
Britain's Cluff Resources, the group still gets 
around 8096 of its turnover and profit from 


B Tens 


Can Sir Y.K., who last year lost around 
$128m when he sold his 10% stake in Brit- 
ain's Standard Chartered bank, do better 
than Hutchison? Two years ago his Wharf 
and World groups bought Omni, a North 
American hotel chain, for HK$1.05 billion 
($135m); now he and his family plan Lane 


Crawford. outlets for Singapore and Bang- - | 
kok. But moving offshore carries risks for. 


Sir Y.K. which Jardine, as a gweilo, (foreign 


devil) did not face. Sir Y.K. and Mr Li are | 


sons of China whose moves offshore risk - chiming victory. z 
alienating the Chinese government, on On May 22r 
whom Hongkong's prosperity increasingly ^ sion: nd the 
depends. The smartest Hongkong Chinese _ ing t 


businessmen may yet prove to be those, like 
Mr Li, who make a virtue out of necessity by 
stressing gestures of loyalty rather. than acts 
of prudence. 





, Seedy CDs | 


O SOONER does man invent a new 
medium in which to express him- 

self than he uses it to talk about the same 
old thing: sex. Computers are no excep- 
tion. The latest vogue in 
a world once inhabited 
solely by | number 
crunchers is to link com- 
puters with compact 
discs, which hold vast 
quantities of computer 
data, video pictures, 
sound and text. Not all 

| of that data is for family 
viewing. 





.. Some new software is 
best sold in plain-paper 
wrappers. Perhaps the 
most ambitious adults- 
only software is called 
“Virtual Valerie”. Cre- 
ted by a Chicago-based 
" company called Reactor, 
the program takes full 
advantage of Apple's 
Macintosh computer. À 
compact disc holds pic- 
tures of Valerie, with 
whom the (presumably 
male) computer user 
plays an interactive ad- 
venture game. Success 
in the game brings an "erotic interlude”; 
lack of success in the game is too embar- 
rassing to talk about. 
For the less interactively inclined, In- 
_cat System, a publishing house in Milan, 
has brought out a compendium of 9 000 
erotic photographs on compact. disc. 
.Culled from 35 publications, five univer- 
ities and 71 archives. (yes, archives), the 








collection covers six compact discs. Vol-. | 
ume il is titled “Germany: Pale Asses und 
Whips 1839-1930”, = 
. But not iui is hopping on the 
porno-computing band- . 
wagon. American Inter- | 
active Media, created by 
Philips and Polygram to 
produce programs for 
Philips’s forthcoming 
CD4 hardware, has in- 
definitely postponed a 
project called "The Sex- 
ual Universe”, the || 
show's ‚narrator would | 


have been Dr Joyce 





spectable psychologist 
who frequently appears | 
on American TV. But | 
such subject matter 
would probably not en- . 
hance the wholesome . 
family image Philips is 
trying to promote for 
CDL -— 
Besides, porno Bolt: 
ware presents a basic de- 
sign problem-—at least if 
one wants to be respect- 
able. In most such pro- 
grams, the viewer moves 





from scene to scene by pointing to the 


part of the picture he is interested in 


finding out more about. For example, a | 
“multimedia presentation on museums xd 


might require a viewer to point to a 
painting to find out who painted it. If 
you were designing "The Sexual Uni- 
verse", where would you require viewers 


to point? 


e 


_Brittan, the EC’s competition commis 
told anyone who would listen that he w 
about to budge either. Now “every | 


tant question about the future of sta 


E French parliament. 


Brothers, a perfectly re- | which it claims have ben per bat, inde- 
















































BRUSSELS AND PARIS 


“HE conflict. looked | irreconci 
rench. government nisus de 
they would not ‘budge an inch. 





a saga Hit ‘avolved: FFrI2 B billion 
lion) of disputed state subsidies. By agre 
that Renault, a. state-owned -carm 
should repay FFn. 5 billion immediately 
reinstate another FFr2.5 billion of long- 
debt on its balance sheet, the French. 
ernment has got both itself and Sir Leon 
zhe hook. However, the affair has dented | 
Leon’s credibility and has raised an imp: 

















owned industries in the Ec. ; 

The commission originally . agreed. 
March 1988 that the French governmen 
could wipe out FFr12 billion of Renaul 
debts—provided the state removed its guar. 
antee against Renault going bust and tha 
the company cut its production capacity fo 
cars by 15% and for trucks by 30%. Accor 
ing to the commission, neither of thes 
terms has been met. It reckons that Re- 
rault's car capacity fell by around 5% ar 
truck capacity by about 996. And it poir 
out that the law to change Renault's p 
tected status is still ME n eh 


pendently. by Booz Allen & Hamilton, : 
firm of management consultants. These sup 
posedly show that Renault had cut its car« 
pacity by 11.5% at the end of 1989 and th 
itis on course to meet the 3096 cut in 
capacity by the end of this year. The clos 
ofa large factory i in Spain i in 1991 and« 
Billancourt in Paris i in 1992 will take 
yond the commission's targets. Moreo 
the bill to turn Renault into a public lim 
company could become law within weeks 
lowing it to go ahead with a proposed st 
swap with Sweden’s Volvo. | 

That was not enough to impr A 
Leon. Though decisions about when to 
low state aid to industry are taken by the 
member commission, the competition cot 
missioner plays a leading role. Sir Leon 
determined not to let Renault off lightly. 
ordered it to repay FFr8.4 billion of loai 
written off by the government and.tl 
ened to take France to the European 
of Justice if it refused to reinstate th 

. Sir Leon may be a good Europea 
missioner, but he would make. a 
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on the victorious meets . . . 



































neh” politician. | Underestimating 
nce's detenüation tO protect its na- 
tional champion, Sir Leon failed to counter 


Rocard, France's Socialist prime minister. 
Mr Rocard contacted Mr Martin Bang- 
 emann, the EC's industrial commissioner, 
- and negotiated the terms of a settlement. At 
- the same time Mr Jacques Delors, the com- 
_ mission’s president and a former French So- 
"clalist minister, was making sure that 
enough other commissioners would oppose 
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GEC's joint ventures 


The old hypnotist 


: ^ 2: HIS i is the main instrument of man- 
I agement | have," declares Lord 
Weinstock, boss of Britain's General Elec- 
tric: Company (GEC), as he points to an old 
telephone console on his desk studded with 
initialled buttons. Each button connects 
him ditectly to the manager of one of his 
“many subsidiaries. Ensconced in famously 
dingy offices in Mayfair, one of London's 
smartest areas, Lord Weinstock has ruled 
over Britain's third-largest manufacturing 
company for the past 27 years, using little 
more than a telephone and his own excel- 
lent head for financial figures. 
^ Neither tool may be enough to manage 
the new GEC, fashioned by a burst of deal- 
naking a year ago. In an era when joint ven- 
res and alliances are increasingly popular 
with corporate strategists in nearly every in- 
dustry, GEC has embraced them with a speed 
` and relish which make even their most en- 
thusiastic advocates seem cautious. Nearly 
half of Lord. Weinstock's company is now 
jeu “pi in some type ofj joint venture. 











Sir Lin if Mr r Rocard’s vamnbit failed. 


iscreet lobbying in Brussels by Mr Michel 


be more valuable in running a 


In the event it didn’t. Faced with a » 
accompli, Sir Leon had little choice but to 
accept the compromise. That did not stop 
him from proclaiming a victory in his battle 
against unauthorised state aids. The French 
are awaiting with interest his ruling, due 
within the next two weeks, on the secret 
subsidies with which the British government 
sweetened its sale of Rover, another state- 
owned car company. 

Not that Sir Leon's victory, if any, is 
likely to last long. What the French govern- 
ment is forced to take from Renault with 
one hand it may give back with the other. 
There is already talk in Paris of a FFr2.5 bil- 
lion capital injection at the start of 1991, 
perhaps followed by a further FFr3.5 billion 
increase later in the year. Volvo could join 
in. After all, it will now pay some FFr2 bil- 
lion less for a 2096 stake in Renault because 
the French company's debt will soon rise 
from FFr17.5 billion to FFr23.5 billion, re- 
ducing the value of the company’s equity. If 
Volvo, a private-sector shareholder, now 
agrees to such a capital increase for Renault, 
the commission will find it difficult to label 
the additional funds a subsidy, although 
that in fact is what it would be. 

The affair raises yet again the question 
of the role of state-owned companies in the 
single European market. Often run for so- 
cial and political as well as economic ends, 


ord Weinstock created GEC with a series of takeovers in the late 1960s. 
Forced himself to fend off a bid in 1989, he did so with skilfully negotiated 
oint ventures. Was this a brilliant strategic move, or just hocus pocus? 


But GEC's sudden transformation is due 


less to any strategic theory than to a series of. 


superb deals struck by Lord Weinstock, who 
saved his company from dis- 
memberment and himself from 
early retirement in January, 
1989, He foiled a consortium 
planning a break-up bid by 
wooing away its biggest and 
most powerful member, Amer- 
ica's General Electric, with of- 
fers of collaboration and joint 
ventures. Though an accoun- 
tant by training, Lord Wein- 
stock is an agile opportunist 
and a hypnotically persuasive 
negotiator. Skills like these can 


large company than an obses- 
sion with bean-counting. 

Yet neither clever deal 
making nor bean-counting — 
may be enough to manage the 
complex web of conflicting in- 






















.. Michel the triumphant 


these firms will find it increasingly difficult 
to operate in an EC dedicated in both spirit 
and law to free-market economics. Th 
Treaty of Rome states clearly that the Ce 
munity should be neutral on the issue ot 
whether industry should be in private or 
public hands. But most of the single-market 
legislation seems to conflict with this com- 
mitment. The commission has to find a way 
around this contradiction or, better yet, face 
it squarely and battle for a free internal mar- 
ket. To do that, Sir Leon needs some help. 





terests involved in GEC's many alliances. 
Lord Weinstock seems impatient when 
asked questions about corporate culture, 
leadership, or the delicate balance between 
mutual benefit and rivalry which many oth- 
ers see as the key issues in successfully run- 
ning large joint ventures. Senior managers 
in GEC's joint ventures are connected to a 
button on Lord Weinstock's telephone con- 
sole just like any other top executive in the 
company. 
The financial discipline this represe 
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in the best business climate. 


Hyatt understands that the right productive. Our Business Centres are is executive class. 
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la days gone by, airline tickets were issued manually; a tedious, 
consuming affair. Today, we've revolutionised the process. Our 
computerised reservation and ticketing system is on a par with that of the 
world's leading airlines, allowing us to make your international reservations, 
confirmations and connections with just a keystroke. 


Ri-tech ticketing by gracious, attentive counter staff now ensures that all » 
your travel arrangements are efficiently made in minimal time. . a -— "pe = fA b P d ; 
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German Brief, à monthly English language 
news-letter with a four-page weekly news update, is 
published by the Frankfurter Allgemeine Zeitung Infor- 
mationsdienste, a division of West Germany's most re- 
spected daily and business newspapers with over one 
million readers. As well as reviewing and commenting 
on major political and economic events, German Brief 
keeps its readers informed on likely developments 
within key sectors of German industry. 


German Brief provides subscribers with: 

* Facts and figures on such economic develop- 
ments as exports and imports, balance of trade, con- 
sumer trends and inflation rates. 
| * An exclusive rating system of nine key German 
industrial sectors showing current levels of activity and 

forecasts for the coming months. 

* Profiles of leading West German companies, and 
smaller but significant exporters. 
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* Analyses of the rapidly changing situation in — — - 
East Germany and its impact on the economy and poli- ~ 
tics of West Germany. | 

* information on trade fairs, conferences and 
other events well in advance. 

* A copy of the German Handbook, a compact 
business guide which is updated annually. 


Even if you have your own intelligence sources, 
such as an in-house research department, 
German Brief provides you with a 
knowledgeable and autho- 
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German business — . 
scene. 
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ONLY you know how hard-won your success 
has been — too hard-wofi to see it dissipated 
either in your or your children's lifetimes. 

At Lloyds Bank International Private Banking, 
we have an outstanding reputation for effective 
international tax and inheritance planning. We 
plan and implement a secure package for you and 
your heirs in strict accordance with your wishes. 

Private Companies, Trusts and Foundations 
are among the vehicles we can use to minimise 
your tax liabilities, preserve your capital and thus 
safeguard you and your family's future. 


YOUR PRIVATE BANK 


Through a personal adviser, your account execu- 
tive, you will have access to all the skills and 





ur business is safeguarding your 
success for your successors. 


experience of a banking team represented in 40 
countries, with contacts everywhere in the world. 
Nowhere will you be assured a more professional, 
discreet, efficient and personal service — 
worldwide. 

To find out more, please contact: 
Steve Ushiyama, 2901-4 Admiralty Centre, 
Tower 1, 18 Harcourt Road, GPO Box 10126, 
Hong Kong, or telephone (852) 823.2122. 
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is val able fot. any business, b 
Weinstock’s single-minded stress on finan- 
cial control which got him into trouble with 
shareholders in the first place. Many institu- 
| tionali investors had been EUR uid through- 





ger. onde more: D uh company—or 
| simply one that is bid-proof, insulated 

~a collection of stakes in difficult-to- 
. mage subsidiaries. 

. All GEC's main businesses are 
now entangled in cross-border deals: 
e Its telecommunications subsidiary, 
GPT, is a joint venture with West Ger- 
many's Siemens—a joint bidder for 
Plessey, GEC's British rival and former. 
partner in GPT. Siemens has 40%, 
GEC 60%. 
€ GEC sold half its Hotpoint domes- 
tic-appliances subsidiary to America’ $. aa 
General Electric. 

@ At the same time GEC sold General 
Electric a share in the European bit of 
its medical-systems and its electrical- 
distribution businesses. 

€ GEC’s power-generation . business 
has been merged with that of France's 
Alsthom, part of the Compagnie 
Générale d'Electricité (coe), To complicate 





things still more, General Electric has - 


bought 1096 of yet another joint venture in 
. xess-control systems, while GEC-Alsthom 

ns the remaining 90%. 

"The one notable exception to this cor- 
porate spaghetti is GEC’s defence-electronics 
business—which makes up about a third of 
its total sales of £6.7 billion ($10.9 billion). 
Even parts of this business—aircraft ra- 
dar—may soon be linked with that of 
Thomson, a French rival, according to in- 
dustry sources. 

. Such dependence on joint ventures sits 
oddly with GEC's experience of earlier col- 
laborations. Lord Weinstock acknowledges 
that its joint venture with Hitachi to make 
television sets in South Wales was a failure. 
Much of Hitachi's television business re- 
mained outside the alliance, so some ques- 
tioned its commitment to the joint venture. 
Án agreement to link GEC's medical-systems 

business with Philips failed at the 11th hour 
because the two sides could not agree on 
terms. Lord Weinstock also complains 





about GEC’s joint venture in telecoms with 


 Plessey. The trouble, he says, was that GEC 


did not have enough control. Because of the 
way the joint venture was set up, Plessey’s 
Sir John. Clark was in charge and the fi- 
nances were run according to Plessey’s stan- 
dards rather than GEC’s. 

So why should things be any different 
now! Take the three main joint ventures— 
electrical engineering, telecoms and domes- 
tic appliances: 


. € Electrical engineering. Although GEC - 
would have preferred to buy Alsthom out- 


right, neither CGE nor the French govern- 
ment would have sanctioned such a move. 


Lord Weinstock claims, however, that a 
partnership will work since, unlike the Hita- 


chi deal, this one brings most of both partic- 


 ipants ' electrical-engineering interests in the 


joint venture. 


But Lord Weinstock may find it hard to 





exercise his legendary control with the push 
of a telephone button. The chaitman of 


GEC-Alsthom, Mr Jean-Pierre Desgeorges, is 
French. So are seven out of nine divisional 


managers. They are unlikely to respond to 


his lordship's calls with the alacrity of their - 
British colleagues. According to Mr Pierre — 
Suard, boss of CGE, the joint venture recent- _ 


ly missed securing orders for two small Brit- 
ish power stations which the Alsthom part 
of the joint venture could have filled (the 
GEC operation does not sell products in that 
range). Already that failure is rumoured to 
have caused tension between Mr Desgeorges 
and the British side of the venture. 

If the Gec-Alsthom partnership is to 
succeed, the French must be willing to ac- 
cept Lord Weinstock’s financial disciplines. 
According to a report by Mr Stephen 
Parker, an analyst with uss Phillips & Drew, 
while Alsthom supplies 70% of the ven- 
ture’s £3.6 billion in sales, its operating mar- 
gins are only 2.6% compared with GEC’s 
8%. He predicts that much of the joint ven- 


 ture's profit growth will come, not from in- 


ness s remain i 


| joint venture, so far without much success 


. tion: the joint venture with General El 
-was forced on GEC (the common view at 


-determined boss, to keep out of a b 


.. Welch does not seem to have receive 
< for switching sides. Instead of a low 


. of joint-venture partners. And there 


- for Siemens. So GEC looks secure. ' 


after anyway. 








e T elec ymmunications | equipmet 
With its stake GEC has manageme 
control ofa GPT. ' The issue of i mde 
activities . iof. OEC hi 









West Germans | 
































more elabi 6 partner than Hitachi | 
In any, event, , GEC’ s | management of 


changes (the single largest piece 
lecom equipment). at Ln billion-l: 


would quickly be dissipated: lfc 
and Siemens work together, as th 
surely will, Siemens is bound to hold - 
sway. : 
e Domestic appliances. Asked what 
America’ s General Electric can bring. 

. to GEC's domestic-appliance busi- 
. ness—which has been the most prot 
. itable of its kind in Europe—Lord. 
Weinstock can manage little more 
than a satisfied smile. GE is contribut- 
ing its technology to the deal and. 
both companies will be marketing 
some of each others’ products. Ge 
eral Electric is looking for partners in 
continental Europe on behalf of ¢ 


Lord Weinstock says enigmatically th 
sometimes "you might have to make dea 
order to keep the ball rolling": One tr 


time), because it had no other way o! 
vincing Mr Jack Welch, General Elec 


bid for Ec. If that translation is corr 


into the European marker, he has bee 
with nothing more than a rubber-stan 
role in Lord Weinstock’s grand design 

GEC's recent joint ventures—eacl 
an effective poison pill—have exorcised 
spectre of a hostile bid from all but th 





chance of them banding together: 
CGE nor General Electric has much at 


probably all that Lord Weinstock wa 
































































PHILOSOPHY, the uupe's 
A short definition will do: 
uman development is a pro- 
ess of enlarging people's 
| oices. 2: As measurement, how- 
ver, its sums leave much to be 
esired, because’ the measuring 

ruments are faulty where 
'Y are not lacking altogether. 
Xr the «choices the UNDP 
ns ^ critical—a long and 
fe, education, access to 
—higures, of a kind, are 
lable and capable of refine- 
ent. But there are no figures at 
all for the social achievements 
hat are rightly said to be just as 
mportant for the quality of life: 














ends to redo its assessment 
ach year, and to widen the 
scope as it works out how. 


economic success has been to 
look them up in the tables of the 
orld Bank's annual World 


vides figures for each country’s 


and for the rate at which that is 
h anging. The UNDP team, under 


pub ul Haq, offers the 
ld Bankers some healthy 
etition. Its Human Develop- 


uman dare index" 


y. The next page sets out the 
umbers. Sri Lankans have an 
»ficial GNP of $400 per head, but 


urchasing power of more than 
That gives them an uprrank 


d 78% of them are liter- 


NP per head of 
hasing power 


political freedom, human rights, . 
individual self-respect. The UNDP . 


For several decades the best _ - 
vay of ranking nations by their - 


velopment Report, which proe 


oss national product per head, | 


n eport 1990. unveils a new. 


at, life expectancy nd sis i 


2,000 per head because goods - | 
e cheap; their life expectancy is - 
years; 8796 of them are liter- || 


| irazilians (GNP per head of " 
have purchasing power - 
ipn , can expect to live 65 


an HDHrank of 80. . | 


he human condition 


doses made the first recorded attempt; Plato, icu and Marx 
ad shots at it. The United Nations Development Programme had 
igh standards to match in trying, as it does in a new report, to 
efine and measure “human development” 


of $8,320, life expectancy of 64 


years and 5596 literacy, for an 
HDMrank of 64. That order re- 
verses the conventional ranking 
by GN? per head. 


Subjectively revealing | 

The strength of the HDI is in re- 
minding those who cannot see 
beyond the end of their statistics 
that there is more to life than 
GNP. Its big weakness, inevitably, 
is that it is subjective. The im- 


plicit weighting of purchasing | 


power, life expectancy and liter- 


acy is arbitrary. Because the in- 
dex is intended to measure the 
absence of deprivation, it gives - 
no credit for income growth be- 


yond an “adequate” income 


-level of just under $50 000 ri the . 
notes to the ne Sa yi i 


pU places lower than Ar gentina, or . acti 
the United States (112) no fewer y 


guay (102) and Jamaica (87)— 





than 18 places lower than top- 
placed Japan (and three lower 
than Spain)? Oddities become 
absurdities in the case of the 
communist and newly ex-com- 
munist countries, whose under- 
lying GNP figures are worthless. 
Hands up everybody who thinks 
that North Korea (82) has 
reached a higher plane of devel- 
opment than Brazil, or the So- 
viet Union (105) than Portugal. 
Still, development buffs will 
study promotion and relegation 
in the HDi league with interest. 
Among the more surprising pro- 
motions is that of India (37). By 


raw GNP per head, only 24 coun- 


tries are poorer. On the HDI, In- 
dia moves in front of another 12. 

Most Arab nations, with high 
incomes but also high death- 
rates and low literacy, are rele- 
gated en bloc by the HDI. Several 


social-democratic countries in 


and. around Latin America— 
osta Rica (103), Uru- 





win promotion; so do some 
fen i: ian countries 






nka and Thailand 
(78).- Bravely, the UNDP opines 


that this may have something to 
do kas i even with de- 


HAT women ae — a raw ideali is caro a surprise. 

That the deal is getting slightly less raw is encouraging. In 

D every single country women have been catching up with men 

in literacy, and in the proportion enrolled in primary educa- 

tion. That may, in the long run, help to close the status gap; 

but not unless women get more of a share in power. If parlia- 

ments are where power lies, that is happening slowly if at all. 

| Women hold more than one seat in five in the parliaments 
| of only 16 countries. Four of them are Nordic: Denmark's is. | 
the least feminist, with 2996 of female members. The other - 

dozen are ten members of Comecon, plus China and North 

Korea. It seems that one way to have women in parliament is 

not to hold proper elections. As democracy spreads in Eastern 

Europe, watch the statutory women fade off the parliamentary 


scene. 


In 20 parliaments women hold between 10% and 20% of 


seats. Nine of these assemblies are chosen by reasonably demo- 
cratic processes. The democratic parliament with the highest 


female enrolment (after those four Nordics) is that of Trinidad 


and Tobago, with 16.6%; closely followed by West Germany, 
.. New Zealand and, yes, Switzerland on 14%. Women account 


- for 9.996 of Canada's parliament, for 6.396 of Britain's, and 

: 5. 3% of the American Congress. 

." Doing without elections does not necessarily bring in the 
women. There is not one woman in the parliaments of five 


| pua New Guinea. 


Arab states, a record matched among democracies only by Pa- 








ears. 

Wishful m ide en re- 
port has little to say about why 
some countries have been so 
much better than others at transe- 
lating growth in GNP into "devel- 
opment”; more guidance on pol 
icy is promised for next time. 
Not long ago, the UNDP might 
have argued that growth hardly 
matters, but attitudes have 
changed. Growth is good, it now 
affirms. What is needed is more 
of the right sort of public spend- 
ing, especially on primary educa- 
tion and health and less of the 
wrong sort—eg, on armies. - 

The unpre adds to the litera- 
ture on military waste with fig- 
ures on soldiers in relation to 
teachers. In the rich world; Ja- 


pan’s armed forces enlist 25 peo- 


ple for every 100 employed in 
teaching. In the United St: ^ 
there are as many soldiers 
teachers. In the big West Euro- 
pean countries with conscription 
the armed forces are usually 
slightly larger than the teaching 
profession. Britain, with no con- 
scription, has 62 soldiers per 100 
teachers. | 

In the third world, the most 
over-militarised countries tend 
to be neighbours scared of each 
other, with the smaller neigh- 
bour having proportionately the 
larger armed forces. Poor Soma- 
lia has 525 soldiers per 100 
teachers, because larger Ethiopia 
has 494. Iraq has 428, because 
larger Iran has 112. Syria has 


. 320, Jordan 245, Israel only 


191—but then every adult Israeli 
is a soldier, and most of them 
talk like teachers too. 

Pakistan's 154 soldiers per 100 
teachers face India's 28 
100—and, partly in cot 
quence, India’ s adult-literacy 
rate is 43% to Pakistan's 30%. 
Yet people do learn to read, even 
with big armies. Nicaragua (8896 
literate) had 326 soldiers per 100 


. teachers when these figures were 
| gathered, in 1988; it has many 


fewer since this year's elections. 
Thanks to financial support 
from the United States, El Salva- 
dor still has its 183 soldiers per 
100 teachers, and a 7296 adult- 


literacy rate; 


One of the HpDi's brightest 
stars is Costa Rica. It is a small 
country with no more than mid- 
dling purchasing power, but life 
expectancy fully up to rich-coun- 
try standards. It has no army, so 
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. nought soldiers per teacher— 
and 93% adult literacy. | 


E: years. for life expectancy (as in Afghanistan, Ethiop 
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The table ranks the countries in adig order of tek score on the biiman-dev lopment 
index. The UNDP's researchers combined the first. three columns in each part of the table— 
showing life expectancy, adult literacy and px ing po 
in the fourth column. For each indicator, a “minimum” value and a "desirable" value. had to 
i . Minimum values were set equal to the lowest actually observed in 1987: 42 
opi nd $i Sierra 5 tom) 12% for adult 
M eod (as in Somalia). and $220 for purchasing power (a 
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| purchasing power (this is te average official poverty line Kern 


, values fixing the end-points; and with the interval between them set equal to one, the 


, Bern and the ranking by, espectivet 

























E nine industriai countries, 
adjusted for purchasing-power parity). One further complication: to reflect “diminis ing 
returns in the conversion of incorre into the fulfilment of human needs”, og 

than absolute values of purchasing power were used, With these minimum and desirable 





tries could be located on each scale. A simple average of the three readings then yie 
HDI. The last two columns in each part of tie table show the ici by: hope: 
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"We have maintained our pro- 
| investment in our, g 
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streams, and the main thrust 





of that investment 1 
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we are building a company that will 


continue to grow in the long term." 








THE INTERNATIONAL SERVICES. 
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1992. It will not nec 









he European. Community, and the 





As banks typically got 90% of that 


e to do to make bumper profits once the 
community gets a single banking market af- 


ter 1992. is to peddle standard products 


across. pan-European networks. to 320m 
ever-richer consumers? That is the. thinking 
behind much of the hurly-burly of mergers, 
acquisitions and share swaps that are sweep- 
ing Europe. It is wrong. 

It is not that the camera lies, but that it 
does not show the full picture. Just out of 








frame are forces of deregulation (of products 


and markets), of competition (from other 
banks and non-banks) and of technological 
change. These will destroy the cosy old gen- 
eralist world of banking. Banks that fail to 
notice the wider picture will not make the 
most of the opportunity that 1992 offers 
them: The taking of deposits, the selling 
of loans and other financial pou 
that individuals and businesses need; 
and the provision of ways to dis- 
tribute them will tend to become 
:--vete businesses dominated by _ 
it-minded specialists. | 
Yet the initial strategy mooted’ 
by Europe's big banks, such as . 
France's Banque Nationale de Paris 
(BNP) and West Germany's 
Deutsche Bank, was to 
seek to become pan-Eu- 


S reach for an 


NCE at a. snügshár à o retail] TOME 

ire looks rosy. Commercial banks in Eu- 
rope raked in two-thirds of their profit last 
year—over $10 billion—from retail busi 


fram heir domestic markets, surely all they 





i ould A fune waiting n be made out of retail banking i in Eu- 
t essarily be retail bankers that make it 


Topean retail-banking supermarkets of the 


old school, offering everything from current 
accounts to credit cards. The ability to do 
this: throughout Europe demands distribu- 
tion systems in local markets. High-margin 


products, such as life insurance, cover the 


cost of their distribution through individual 
agents. But low-margin ones such as current 
accounts and savings products need to be 


; sold through branches. 


The difficulty of building unde net- 
Wars | is only slowly dampening many ex- 
pansionist bankers' enthusiasm for the task. 
Retail banking in most of the EC's local mar- 
kets is dominated by a clutch of the biggest 


banks. It is a brand-conscious, high-volume 


business, where economies of scale matter. 
Building sufficiently big branch networks 
from scratch will take years as well as pots of 
money. No matter. Buying them is at least 


dary. In 1989 it bought Banco Comer 
. bank, and Antoni Hacker, a small At | 


asset value. Deutsche, Crédit Lyonnais and. 






quick, if still expensive. 
Many European banks, such as Britai 
Midiand, plagued by third-world del 
sions and worried about whe her 
enough capital, have balked at. 
They do not have the cash to make 
quisitions. It isonly the biggest or m 
itable European banks that have 
to indulge their grand strategists. 
West Germany's biggest, uts 
Bank, is one. In December 1986 it 
$600m for Bank of America's Italian sub: 
















Transatlantico, a medium-sized Span 

























bank. Since Deutsche snapped up Mo 
Grenfell, a British merchant bank, for 
billion in November 1989, even it has put 
cheque book away. : 


another big spender. Over the past co pl 
of years, it has bought Banque de Co 
merce in Belgium, the ade 
Kredietbank and 49% 


Probably the only thing holding it back is 
the fear that its buying binge will leave it. 
low the Bank for International Settlements 
capital-ratio guidelines. P 
Buying a European bank now requires 
paying at least a 30-4096 premium over its 






other big banks will find it tough to recoup 
that investment through cost savings o 
economies of scale. A McKinsey study su 
gests that economies of scale in European. 
banking run out at a level of assets which: 
that typically held by medium-sized | suro 
pean banks. E 

Like any retail business, banks will i 
have to deal with the diversity of Europ 





























a In France ri 
loans are used for mos 
purchases. In Britain, va 


rate mortgages are the norm. 



































































y or al ien Án example of zs 
he approach is National Westminster's 
ampt to build a pan-European network 
Xr rich clients. It already owns Coutts, a 

snerable British private bank. Earlier this 
onth it took control of F. van Lanschot 
ankiers, a Dutch private bank, and four 
lys later announced it was negotiating to 
L’Européenne de Banque, an up-market 
ik, from Crédit Commercial de France. 

“More popular are alliances and the 
wapping of share stakes. They allow banks 
t to form relationships in local markets 
d then, in theory, to sell their wares 
ugh their partners’ networks. That al- 
foreign ownership and centralised ad- 
raton a to be iss behind a famil- 


West dp s Commerzbank has a 
0% stake in Spain's Banco Hispano Ameri- 
10, which has a 596 stake in Commerz- 
ank. Both are members of Europartners, a 
ider grouping that takes in Italy's Banco di 
Roma and Crédit Lyonnais, but has made 
waves so far only by dint of its internal 
squabbling. Talks between BNP and Spain's 
Banco Bilbao Vizcaya (BBV) to swap more 
than 50 branches have stalled. 
S One of the most talked-about pacts is 
thai between Britain's Royal Bank of Scot- 
land and Banco Santander, one of the big 
Spanish banks. Banco Santander has a 1096 
take in the Royal Bank, which holds 596 of 
the Spanish bank's equity. Yet this contrib- 
uted only £1.7m to the Royal Bank's pre-tax 
profits of £337m, before third-world debt 
yrovisions, in 1989. 
_ The problem with these alliances, like 
“many cross-border expansions, is that di- 
verse tastes mean that only a few of their 
'roducts travel well. Life insurance is one. A 
ost of bancassurance partnerships, such as 
ne between Spain's Banco Popular and 
lest Germany's Allianz insurance group, 
ave been set up to sell insurance and in- 
estment products throughout Europe. 
Sonsumer-finance products such as car 
loans, which can be pushed through car- 
ealer networks, could also be successful. 
Credit cards are another likely pan-Eu- 
ropean product. They meet several of the 
criteria for products suitable to be sold 
cross borders: they can be sold by direct 
il; there are economies of scale to be 
teaped from central processing; they are of 
ndard design; and as such are commodity 





from the cheapest supplier. 


> well placed to profit from the European 
le market, most bank-watchers would 


: Banque Paribas, one of France's most pre: 
t banks. Lacking a branch 


agnie Bancaire is a nimble 





products that consumers will tend to buy 


Asked to name a couple of banks which - 


mention America's Citicorp and France's. - 
. Compagnie. Bancaire, majority-owned by 





provider of retail finance. It does so through - 


joint ventures for consumer finance and 
leasing in a clutch of European countries, 
plus pushing user-friendly products such as 
mutual funds. 

Citicorp, which brings its experience in 
circumventing America’s restrictions on in- 
terstate banking, already has a 700-branch 
network throughout Europe, and has shown 
itself in its home market to be adept at using 
electronic networks and direct mail to build 
a large banking franchise on the back of a 


. credit-card business. 


pean v retail aie have | little to get 
in shape. Despite cost-cutting, big European 
retail banks such as Midland and BBV are 
still dogged by the cost of heavy branch net- 
wotks and sloppy pricing of products. Such 
sloth will hurt: banks' margins are going to 
shrink as never before as the banking indus- 
try is transformed. 

— . In West Germany, for instance, money- 
market funds are not allowed. But they will 
be legalised in the next two years, as part of 
the drive towards a single market. If they sell 
as well as in France, McKinsey reckons, the 


yearly profits of West Germany's banks 
would shrink from $3 billion to under $1.8 


billion, as savings flowed out of low-return 
savings accounts. In Britain and Spain, in- 
terest-paying current accounts have already 
been introduced. McKinsey estimates they 
could lower the profitability of Britain's 
banking system by 10-15%. 

The big European banks which will 
profit most from the single market will b= 
the leanest and most focused. They will 
the best prepared to survive the coming 
profitability squeeze and to defend their 
home turf, while knowing their strengths 
with which to expand abroad. The rest will 
be left gazing nostalgically at sepia prints. 





County NatWest and BZW in America 


Pulling on Drexel's old gloves 


NEW YORK 


ELLING American equities to Ámerican 

fund managers is not a natural business 
for foreign-owned securities firms. First, the 
competition includes hometown heavy- 
weights, such as Merrill Lynch and Gold- 
man Sachs. Second, not even they make 
money on their core institutional-equity 


business, with commissions averaging six 
cents a share. This is one reason that Wall - 
Street has shed some 50,000 jobs since the 


October 1987 stockmarket crash. - 


Yet this is the ring into which Britain's. 


County NatWest and Barclays de Zoete 
Wedd- (Bzw) have stepped. Between them 


.they have recently hired most of the re- 


spected equity department of the late (and 
lately less respected) Drexel Burnham Lam- 


sod County took on 55 equity profes . 
sionals, including analysts, salesmen and 


traders (25 in America, 30 in London and 
other European centres). BZW hired 40 ex- 
Drexellers in New York, split equally be- 
tween analysts and salesmen. 

If zw and County both saw Drexel's in- 


-solvency as an opportunity to hire some of 


the best and best-connected equity brokers 
on Wall Street, how they plan to exploit it 
differs markedly. After the Blue Arrow scan- 
dal, County's owner, National Westminster 
Bank, faced a stark choice: either quit securi- 


ties and close County, or make a go of the 
business by throwing lots more money at it. 
It has decided on the latter; a choice doubt- 
less heavily influenced by unwillingness to 
let its British clearing-bank rival Barclays 
steal a march on it in the securities business, 

The headlong way in which County 
hired former. Drexel people shows that it is 
rebuilding its securities business virtc~"~ 


from scratch. Though it had been in An 


. can equities for four years, its market share 


was tiny. So it acted fast when Mr Arthur 
Kirsch, Drexel's former equity boss, put the 
word out on Wall Street that the firm's.sud- 
den demise meant that his department was 
for sale as a going concern. 

County hired Mr Kirsch as president 
and chief executive of County NatWest Se- 
curities USA. The 55 Drexel pros he brought 








with him made ‘up nearly 20% of Drexel's 


partment. He says he was attracted 

ecause it decided to take his 
team "within a day” at a time when Drexel 
people were scrambling for jobs. 

County aims to compete with the best 
of Wall Street. Mr Kirsch reckons he can do 
it. County now provides research on 400 
American companies for as many institu- 
tional clients, clients who know the analysts 
and salesmen from their en ue And : 











No quick returns in Kabuto-cho 


The Tokyo stockmarket i is dusting itself down after its recent painful 
. Here is why it won't be going anywhere fast 


JARLER this year the Nikkei 225- 
share index crashed 28%, from its all- 
time high of 38,915 on December 29th to 
28,002 by April 2nd. Over the past month 
the Nikkei has clawed back more than 
one-third of that loss, closing on May 
— 24th at 32,311. In Kabuto-cho, home of 
— the Tokyo Stock Exchange (TSE), the seers 
fall into two: camps: those who believe 
that the market is back to its old self 
again; and those who wish it was—but 
suspect otherwise. : 

The TSE's turn for the better has been 
prompted by the recent hardening of the 
yen against the dollar (from ¥159 to 
Y 151), following by reports of rising un- 
employment ín America and noises from 
lapan's G7 partners about supporting the 
jen. A weaker dollar has stimu- | 
lated a rally in Japanese bond - 
prices, leading investors to ex- 
pect a further decline in the dol- 
lar over the months ahead. — 

Optimists say that Tokyo fell 
because of excessive fears about 

. inflation in America. Now that: 
inflation there seems to be less 
of a problem, the sentiment in the 
lokyo stockmarket is growing 
stronger by the day. "We believe. 
the Nikkei is still at a discount rela- 
tive to the [economy's] funda 
mentals," say economists at the lo- 
cal outpost of Goldman Sachs, an 
American brokerage firm. 
— Others are not so sure. Mr John 

. Baldwin, a market strategist with 
-Jardine Fleming Securities in Japan, 
- reckons that the Tse still has fur- 








_ ther to fall. While the drop to.date was - 
'ecause of rising interest rates, he says, 





Dec next stage down will be because Japa- 
_nese institutions are likely to reduce their 
equity holdings still further. A decade ago 


. the proportion of bonds to equity held by 
S Japanese banks and insurance firms was — 





. roughly 2.5 to 1. Today, the ratio has 
B shrunk to 0.7 to 1. History does not sug- 
.gest that such institutions will stick with 

_ such large holdings of equity. 
Japanese investors have enjoyed three 


- snorting bull runs since the end of the sec- 
. ond world war (1954-61, 1965-73 and 


| 1982-89). Each has lasted for a little over 


seven years before running out of breath. 
In each case the market rose more than 


. cade or more before achieving its previous 
high again. 
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five-fold and then languished for half a de- - 


The TsE's most recent bull market: dif l 





fered from its two predecessors in disturb- 
ing ways. For one thing, says Jardine’s Mr 


Baldwin, it peaked well above the long- 


term trend line. Chart-drawers develop 
uneasy feelings when their financial 
curves get wildly out of line. The conclu- 
sion that several of them are now drawing 
is that the market's peaks were built on 
sand, and that as it settles down over the 
next few years share prices could subside 
to lower levels than might otherwise have 
been the case. 


The TSE's two previous expansions ac- 


curately tracked the growth in capital- 


1954 60 65 70 75 80 85 90 E 


















. spending by Japanese i y as well as 
the corporate profit ia foes from it. 


During the most recent ‘stockmarket rise, 


however, industry's investment and profit 
merely doubled while Tokyo share prices 
‘achieved a five-fold increase. Such a surge 
in prices was justified while real interest. 


rates were declining steadily—as they 


were from 1982 to 1987. But from then 


on, long-term interest rates (ie, yields on 


ten-year Japanese government. bonds) be- 
gan their ascent. The amazing thing there- 


after was just how long the TSE managed 


to keep on rising. 


As always, hindsight explains every- 


| thing The TSE ought really to have begun 


> slide (along with Wall Street) in 1987, 
when Japanese interest rates bottomed 
out and began to rise. Tokyo’ s two previ- 
ous bull markets did so. 

: Why not the third? The answer was the 
















































weight of money". Starting in earh 
1987, an unprecedented surge of money 
flooded into the stockmarket, buoying up 
the price of shares. Though interest rates 
were rising, companies borrowed against © 
their inflated property assets to reinvest 
the money in equity via tokkin funds (in 
vestment trusts designed for converting 
capital gains in the stockmarket i into atax 
free dividend income). T 
the original lo : 
couple of percentage p points. d 
Japanese companies were al I" 
to raise capital-that they mostly did 
need. Issuing convertible and watran 
bonds on a rising stockmarket provided 
top companies with capital at a cost of less : 
than 0.596. Most used it to retire expen-- 
sive old bank loans (with interest rates o 
5% or more) and then continue splurging : 
on the stockmarket. The more that Japa- 
nese companies raised capital this way, | 
the higher went their share prices, attract- 
ing still more equity issues and dizzyingly 
higher share prices. d 
Meanwhile, the gap henen 
bond yields and earnings, which 
was 3% in 1982, lost touch with re- | 
ality. Today the real yield on the 
benchmark government bond, at . 
around 5%, is six percentage points»). 
higher than the real yield of shares |. 
of companies listed on the TSE, at. | 
minusi96. No one in Japan need 
pay such a premium for shares - 
when they can buy more lucrative] 
and risk-free money-market certif- 
cates instead. There is even less in-- | - 
centive to invest in the stockmark- |. 
et, pessimists argue, now that the. 
growth in corporate earnings looks: : 
like slipping to a dismal 6% this . 
year and even less next. For real zip — 
to return to the TSE, they say, the. 
yield gap would have to fall below- 
496. For that to happen, the Nikkei | : 
would have to be around 25,000. EE: 
More likely, the TSE’s future will be 
neither as glum nor as cheery as the ex 
tremists predict. Lixe other bear markets 
the TSE can expect a year or two of prices” 
moving lower punctuated by brief rallies 
(ike the present one) followed by periods ` 
of thin trading. Much will depend on. 
whether the yen continues to strengthen 
against the dollar and whether inflation in 
Japan keeps rising. Inflation has lately 
taken a surprising turn for the worse and 
could exceed 396 this year. a 
To show its old muscle, the TsE wil 
have to match the recovery that Wal 
Street made after Black Monday. It took © 
the Dow two years to get back to its pre- © 
crash high. But earnings at the time were- 
higher, interest rates lower, and the world 
economy stronger than today. The bet- 
ting is that it will take the Nikkei longer. 
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its equity business now runs at one-third the 
total cost of Drexel's. So it has an advantage 
in a business where many firms are still hav- 
ing to cut overheads. 

While County tries to revive a hitherto 
marginal effort in the domestic American 
market, BZW is starting from scratch. It has 
already built a worldwide securities busi- 
ness, at great cost. But this is its first attempt 
at selling American shares to Americans. Its 
efforts will be research-driven and geared to 
the global-investment service that the firm 
already sells. 

In fact, BZW needs American research 
more to advise international investors on 
how much and what to hold in American 
equities than to sell to American investors 
as such. That said, Bzw now reckons it has 
the critical mass, in research and sales, to 
make itself known to American domestic 
fund managers besides offering them the 
firm's worldwide research. 

BZW, too, talked with Mr Kirsch. But the 
firm, he says, was "several days late" arriving 
at a decision compared with the eager 
County. The Bzw version of events is rather 
different. It says, first, that Mr Kirsch 
claimed he could deliver a team of 140 peo- 
ple; and, second, that it would never have 
been happy hiring blind so many. It wanted 
to make sure that any ex-Drexel employees 
it took on in New York would fit in with the 
nearly 200 analysts that it already employs 
worldwide. Unsurprisingly, both Bzw and 
County think they got the pick of the 
bunch. 

Of all the senior ex-Drexel stock ana- 
lysts who joined Bzw, ten rank among Amer- 
ica's best in the influential annual survey by 
Institutional Investor. Their decision to join 
Bzw probably reflects its emphasis on re- 
search and its status as an established global 
securities firm, which County is not. But it 
also may reflect a burning desire to get away 
from the manage-by-intimidation trading 
culture which Mr Kirsch is said to practise, 
and which was just the sort of style held in 
high regard at Drexel. The snag is that this is 
also precisely the sort of macho behaviour 
which tends to get the bills paid on Wall 
Street. 
eee eee Po 
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No stop to losses 


OR anyone thinking of joining the 

Lloyd’s of London insurance mar- 
ket—or for the increasing number of 
members wondering about leaving—the 
long-running Outhwaite affair provides a 
salutary tale. On May 23rd the 1,614 
“names” of syndicate 317/661 run by 
R.H.M. Outhwaite (Underwriting Agen- 
cies Limited), a firm of managing agents 
at Lloyd's, were told that they had to find 
another £76m ($128m) to cover the syn- 
dicate’s asbestos-related losses for its 
1982 account in addition to the £92m 
they have already paid out. 

Though this latest cash call will pay 
off the debts owed by the syndicate at the 
end of 1988, thar still leaves the syndi- 
cate having to meet its £26.2m loss of last 
year. So, if all goes according to Outh- 
waite’s plan, the names will have to shell 
out another £13.1m in July 1991 and the 
same again two years later. Even such 
wealthy folk need time to put their hands 
| on £26.2m. Those names that do not 





paying a hefty interest bill, and making | 
up for any foreign-exchange losses too. — | 

Still want to join, or stay in? Then re- | 
member that as well as covering past | 
losses, the Outhwaite names must also 
satisfy the requirements of the dollar sol- | 
vency test of Lloyd's. This means that | 
names must deposit with their agents 
dollar-denominated assets to cover the 
uncalled amount of the syndicate's dollar 
losses—in Outhwaite's case about $44m- 
worth. For those that have already 
flogged the family silver, Lloyd's has said 
that in this particular case letters of 
credit in dollars will do nicely. 

Although Outhwaite has managed to 
negotiate settlements on 16 of the 31 as- 
bestos-related policies that it bought 
from other brokers in late 1981 and in 
1982, it is still difficult to predict the | 
likely size of the syndicate's future liabil- 
ities. So while the managing agent talks 
optimistically of "the beginning of the | 
end", for most of the Outhwaite names it | 





meet the deadlines will find themselves is simply the end of the beginning. 


Futures trading in Chicago 


Going Globex 


CHICAGO 


OR a year the Chicago Board of Trade 
had dithered over whether to throw in 
its lot with its old rival, the Chicago Mercan- 
tile Exchange, for the screen-trading of fi- 
nancial futures. The CME’s Globex, a round- 
the-world, round-the-clock electronic trad- 


- m 
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"A 
Globex will quieten this lot 


ing network, is due to start later this year 
and is touted as the coming industry bench- 
mark. The choice for the CBOT was whether 
to keep its own proposed after-hours screen 
system, Aurora, independent, or to hook it 
into Globex. A long-awaited decision of the 


Japanese finance ministry, announced on 


May 21st, that it would allow Globex termi- 
nals in Japan, finally tipped the balance. 
Two days later the CBOT said it was going 


Globex too. 
Globex will function in the hours after 
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rn Oriental: 5 Connaught Road, Centr Central, Hong Kong. Tel: 522 ON, Tix: 73653, Fax: 810 6190. 
I Baugkok Hons Kod e akarta * Macau * Manila d, ob Rog ingz * The Excelsior, Hong Kong 
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Making your bed 
at the legend in Hong Kong, 





MANDARIN ORIENTAI 
HONG KONG 


For generations, Irish linen bedsheets assures that you will enjoy your night's 
have graced the finest bedrooms. sleep at the legend as much as 
And for over twenty-five years, you relish our panoramic harbour 
one particular house in Ireland has views and impeccable service. Such 
been sending its finest work to attention to detail has made 
Mandarin Oriental Hong Kong. us one of the finest hotels 
An extravagance, perhaps. in the world. And after all, 
But the crisp sensual feel of isn't quiet luxury the best kind 
traditional Irish linen in which to fall asleep? 


MANDARIN ORIENTAL 
THE WORLD'S FINEST HOTELS 
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mental issues from a different perspective. 


& Co. in London. 


"There can be no doubt about the scale o 


to rank alongside such things 


and bio-medicine in importance. 


*Nature's energy resources are undervalue 


.. Electrical engineering wil 


di first centu ry. The facts are simp : 


demands will have increased by 3096. 
consumers whose needs must be met. 


ment must be minimized. 





Swissair Customer Portrait 67, photographed by Pamela Hanson. 





swissoir 


George Klarsfeld, cosmetics executive, with Nicolas and Charlie, New York. He knows that under certain circumstances, the 


ultimate in comfort is a strong shoulder to lean on. But in air travel, Swissair has quite a competitive alternative: the spacious, 


rand new Business Class seating concept in its B-747s. More legroom, greater backrest inclination, wider seats - only seven 


breast. Charlie said the seats are supe 
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pit trading in Chicago is over. The Japanese 
decision opens to it a pool of investors who 
are trading nearly $1 trillion-worth of fu- 
tures a month outside Japan—and who do 
so while Chicago's open-outcry pits are 
shut. Chicago has been steadily losing fu- 
tures business to other exchanges: its global 
market share has fallen from 8596 to 5596 
over the past four years. To win the business 
back, it needs 24-hour trading. So the city's 
futures traders have been urging the two ex- 
changes, the world's biggest, to bury their 
rivalry and merge Globex and Aurora. 
More parochial concerns have governed 
the conservative CBOT. Rivalries apart, even 
the idea of a shift to electronic trading 
causes gnashing of teeth. Its members still 
worry that screen trading, though successful 


for low-volume contracts such as sugar fu- 


— 
| Disfederation 





A’ THEIR pow-wow in Copenhagen 
last week, the chiefs of the EC's stock 

exchanges took the first steps towards cre- 

ating a pan-European stockmarket. 

About time, say the tribes of brokers and 
| institutional investors longing for a bigger 
and more liquid market in EC stocks. It 
may be some time before their wish comes 
true. Differences of opinion between 
some of the leading members of the Fed- 
eration of Stock Exchanges in the EC still 
threaten to suffocate progress. 

Take share listings. Convinced that a 
pan-European market should be tailored 
to the needs of Aunt Agathas everywhere, 
both the French and West German con- 
tingents argued for a Eurolist that could 
be used by retail investors to buy foreign 
securities through local brokers. Lon- 
don's International Stock Exchange (ise) 
and other bourses, including Madrid’s, 
felt that priority should be given to insti- 
| tutional investors. The Fran 


Erma carried the day in Copenhagen. 
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Hugh Smith looks beyond Europe T 


tures on London's Futures and Options Ex- 
change, remains unproven in high-volume 
markets such as Chicago's futures. One of 
Globex's teething troubles has been that it 
can make only ten trades a second, too slow 
for Chicago's busy times. 

If it could, the CBoT would prefer to 
staff its raucous open-outcry trading pits 
round the clock. It already has a three-hour 
evening session. It came reluctantly to ac- 
cept the idea of screens only after last year's 
FBI investigation, which damned the beloved 
trading pits as fraud-prone. 

As it is, Aurora will replicate the pits, 
identifying participants and allowing them 
to with whom they trade, while 
Globex will match orders electronically. The 
tWo concepts are at odds: Aurora is designed 
to meet the needs of the CBOT's many indi- 








The federation agreed to set up a task 
force to ensure that Europe's leading com- 
panies were listed on all EC exchanges by 
the end of 1991. 

Though the elitist French wanted to 
limit a Eurolist to the EC's top 300 compa- 
nies selected according to, among other 
things, the size of their home country's 
GNP, the final list is likely to be a more 
catholic one. As well as scrapping any 
limit to the number of firms included, the 
working party may also decide to open the 
list to non-EC European stocks, such as 
those of Switzerland’s Nestlé. 

The &C's exchanges are also far from a 
compromise on the shape of a pan-Euro- 
pean market for professional investors. 
Mr Andrew Hugh Smith, chairman of 
London's ISE, outlined his vision of a Eu- 
ropean wholesale market based (un- 
surprisingly) on the ISE’s trading system, 
SEAQ International. This wholesale mar- 
ket would be less heavily regulated than its 
retail equivalent, and would probably in- 





vidual traders; Globex to meet those of large” 
brokers. The two exchanges have still to set- * 
tle how Aurora will link into Globex, but 
probably traders will be able to call up both 
formats from the Globex network. 

Cost also weighed heavily in the CBoT's 
decision to tie up with Globex. The R&D 
budget for Aurora, begun from scratch last 
year, is $25m. So far CBOT has spent only 
$5.5m of that. To get Aurora up and run- 
ning independently means committing most 
of the rest of the money to develop the net- 
work. And the money would have had to 
come out of the CBOT's own pocket. In con- 
trast, the cost of developing Globex, esti- 
mated to be $20m since the start three years 
ago, has been borne on the CME's behalf by 
Reuters, which will run the network that 
will carry Globex. Reuters has been able to 


A 


clude all internationally traded stocks, not | 
just European ones. | 

As three-fifths of SEAQ International's 
turnover in the first quarter of this year 
was in continental European stocks, the 
ISE's case looks strong. However, the IBIS 
screen-based system developed by West 
Germany's biggest banks to provide 
prices in 14 blue-chip West German 
stocks could, at least in theory, also be de- 
veloped into a rival pan-European trading 
mechanism. British hackles are raised. 

With national pride at stake, the issue | 
threatens to turn nasty. That is why it was 
swept under the carpet in Copenhagen. | 
After brief discussion, the federation said 
it would study what type of market profes- 
sional investors require. Its conclusions 
will be unveiled in July. Thar will give the 
exchanges.plenty of time to pick holes in 
them before their next jamboree in Dub- 
lin in November. 

There was also controversy over Pipe, 

a network dreamt up by the federation to 
carry price information and company 
news on securities traded in Europe. The 
meeting was expected to back the idea, 
but the ıse demanded changes to the net- 
work's business plans. After some tinker- 
ing, London gave in and an agreement 
was eventually signed, laying the founda- 
tions for what the West Germans would 
like one day to become a comprehensive 
European trading system. 

Before that happens, many EC ex- 
changes will have to pay more attention to | 
their antiquated settlement systems. It still 
takes four or five days to settle a trade in | 
Madrid and up to six weeks in Milan. If 
such differences are not eliminated | 
quickly, any pan-European stockmarket | 
will be as useless as a chocolate teapot. On | 
settlement, as on so many other issues, the | 
EC's exchanges should start pulling to- 
gether rather than spending their time 
pulling each other apart. 


| 
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Depr réchnical ‘hes Globex was. 
ways ahead of Aurora. It promises a No- 
mber start with 150 terminals in Chicago 
ind 50 each in London and New York, with 
ad to be added in Paris six months later. 


| eorganising the Bank of Japan 


venerable 1 
and into a little n more of the sunlight 


SINCE his Sromioton to governor last De- 
J cember, Mr Yasushi Mieno has wasted 
time in pushing through reforms that the 
nk of Japan (80J) has been debating for 
ost a decade. New departments are to be 
created; old ones scrapped and merged. 
^. The main aim is to make the central 
bank more responsive to market pressures, 
by letting it make better use of the new tools 
that it has given itself for coping with to- 
day's freer-wheeling capital and money mar- 
kets at home and abroad. Through im- 
. proved powers of scrutiny, Mr Mieno also 
- hopes to regain some of the influence over 
Japan's commercial banks that the central 
bank lost as deregulation weakened its pow- 
ers of guidance. The changes should also 
- make the central bank less of a lapdog at the 
— beck and call of the Ministry of Finance. 
The Bank of Japan was founded in 1882, 
on the model of the Belgian central bank. 
That meant that it has never had the clout 
that, say, the Federal Reserve Board has in 
America or the Bundesbank in West Ger- 
many, both of which have their indepen- 
dence enshrined in law. Instead of acting as 
counterweight to the finance ministry, the 
Of has invariably toed the government's 
netary line—much like the Bank of Eng- 
in at said, the bank's relations with 
ne government tend to oscillate every five 
ears or so, from being slightly more inde- 
being slightly less so and back 
gain. That is beca 
lternately from within the bank and then 
he finance ministry. 
The » previous > governor, Mr Satoshi 
mita, was a Francophile civil servant from 
finance 1 mi istry who put international 
y co-ordit imion ahead. of most other 











































ressing for. Mr N ie in con- -— 
rast, has been a pee central. 


cause governors are picked 


settle their differences before signing up. 
Globex is starting to look truly global. 





| leno clears out the cobwebs 


Changes ir pts next week at the Bank of Japan are likely to edge the 
8-year-old central bank out of the finance ministry’s shadow 


on inflation, he has raised the discount rate 
twice since December, to 514%. He also be- 
lieves in taking a much tougher line than the 
government would like when it comes to de- 
fending the currency. He has had a number 
of punch-ups with the finance ministry over 
the past few months. 

| "Mr. Mieno's most significant reform 
split the bank into thinkers anid doers; the 
policy-makers come out on top. Five new or 
beefed-up departments are to be estab- 
lished. Overall, the bank will finish up with 





14 departments, two fewer than today. 


One of the biggest changes ís the cre- 


ation of a credit- and market-manage- .. 
ment epartment, headed by the executive — 
) the Boy's existing policy-planning __ 
nt, Mr Tatsuya Tamura (who was: r 2 
tly the bank's man in London). Critics di in ch: 

have ong argued that separating the bank's. ` shima, who has served in BOJ s New York of- 
yen operations from its foreign-currency 






ones is nonsense. Short-term financial-mar- 
ket operations have been undertaken by the 
BOJ’s banking department, while its foreign- 
exchange dealings have been handled by the 
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| Frances Matif acts a as a partner exchange fr 

^ Globex; which means that its contracts will 
be shown on Globex screens. The Austra- 
lian and West German futures exchanges 
have been waiting for the CME and CBOT to 


_ prepare all the bank's thin 
from the Bank of England) is to 
Kunio Kojima, will move across from the 
© cannibalised market-operations depart- 
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xd is will also handle relations in 
commercial banks and brokerage houses. 
‘Wholly new also will be the central 
banks: financial- and payments-systems 
department, to be headed by the present 
deputy-director of personnel, Mr Tadayo 
Honma. His department's main task will be 
to ensure that the commercial banks main- 
tain adequate safeguards for their payment 
systems, as well as prudent levels of capital 
in order to meet the guidelines of the Bank 
for International Settlements. The depart- 
ment is expected to have its hands full if and 
when problems mount among Japan's small- 


' er financial institutions, many of them over- 


exposed to shaky property loans. 

The bank's existing policy-planning 
department is to be given wider respon- 
sibilities. To date, it has been responsi i- 
mainly for short-term measures, incluc 
interest-rate changes. Henceforth, it will 
ingon 'monetary 
policy. The department's new boss, Mr 





ment. For light relief, Mr Kojima will also 


handle the press. 


Far more resources are also being de- 
voted to overseas matters. The rump of the 
old foreign department is to be beefed up 
and renamed the international division. 
arge will be the central bank's 
nge business. The executive 
arge will be Mr Akira Naga- 











fice as well as the governor's office. The de- 
partment will absorb (not without protest) 


the overseas research and statistics division. 


The biggest shake-up of all will come 
with the new operations department un- 
der Mr Makoto Tanji, a former head of the 
bank's foreign department. This will be — 
sponsible for handling all the central ba 
day-to-day administration, taking over most 
of the routine accounting done by half a 
dozen other departments. 

This is the Boy's first shake-up since 


/|.1981. Mr Mieno is determined to get it in 
shape for the’ rough-andtumble of the 


1990s. Many tricky tasks still lie ahead, in- 
cluding developing greater liquidity in the 
markets for finance bills, not to men- 
tion those for CDs and commercial 
paper. A more market-oriented cen- 
tral bank will help enormously. All 
the more so when, as is likely soon, a 
wave of insolvency rips through Ja- 


a g *. pan’s provincial thrifts and. credit 


unions, forcing the BOJ into or- 
* chestrating one of its biggest bouts of 
^ financial mergers and bailouts since 


" the 1 930s. 
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A seek! England co — to bask in 


opined that ' "if this. is the greenhouse 
ct, I’m all for it” wished he was getting 
royalties on the sentiment. Meanwhile the 
first working group of an Intergovernmental 
Panel on Climate Change (iPCC) met in 













oly; or so nonchalantly. | 

The panel was set up by the UN to pro- 
vide three reports on global warming. As 
well as the first group, there are two others. 
The second, under Russian leadership, is 
looking at the economic and social impact; 
the third, chaired by an American, is 
puzzling over policy. Their labours 
will be discussed—and even, perhaps, - 
acted upon-—at the second World . 
Climate Conference, which takes: 
place in November in Geneva. | 

The first group has studied - 
the effect of a build-up of green- - 
house gases, which trap heat in 
the atmosphere. It finds that the 
gases—carbon dioxide (CO), 
chlorofluorocarbons, ^ methane 
and nitrous oxide—will bring 
about a global warming. A previ- 
ous draft of its report predicted 
that the average global temperature 
^ 2070 will be between 2.4'C and 

C higher than the average tem- 
perature of the pre-industrial period. 
Its best estimate was a rise of 3.5°C, which 
would entail a rise in the sea level of about 
45 centimetres. If the warming of between 
0.3°C and 0.6°C observed so far this century 
is due to the greenhouse gases and not to 
other sources of variation—something the 
group does not commit itself on—a rise of 
roughly 3°C is still to come. 

Anybody wishing to argue with these 
predictions will find that the easiest way is to 
attack the computer models on which they 
are based. A typical model works by divid- 
ing the world into a grid with squares of 5° of 
latitude and longitude on each side; it will 
then treat the air in the square as a stack of 
layers. The conditions in this stack change 
according to the physical and chemical rules 
_that-are known to apply; factors that influ- 
ence them, as well as the amount of green- 
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ner sunshine, and the person who _ 


o- finish off its scientific assess-- 
re Weather. Its sentiments cane 
nately,-be summed up quite so so` 


house gas, include the underlying terrain, 
the amount of sunlight, the past, and what i is 
happening in adjoining grids. 

Proceeding from today's atmospheric 
composition, the 20-odd models considered 
by the IPCC group all produce fairly good 
broad-brush pictures of today's climate. 
Given changes i in greenhouse gases, they all 






Show a warmer world, though no two show 


“quite the same one. But the models are far 
. from perfect. Most of them cannot handle 
the oceans in any detail. It is only recently 
that computer models have become power- 
ful enough to take account of them at all. 
Another weakness is the treatment of 
cloud cover. Water vapour is a greenhouse 


Average carbon-dioxide 
f concentration - 
j| (Parts per million) 





gas; with a bone-dry atmosphere, the world 
would be far colder than it is. Clouds cover 
half the earth’s surface at a time, and are vi- 
tal for understanding the earth’s tempera- 
ture. Some types of cloud keep heat in, oth- 
ers reflect sunlight back out before it can do 
any warming. Typically, a computer model 
will take a fairly simple view of clouds. It will 
merely decree that a layer of atmosphere be- 
comes cloudy if it reaches 95% humidity. 
Last year Dr John Mitchell (who is on 
the cc working group) and some col 


‘leagues at Britain’s Meteorological Office 
gu g 


showed how much depends on clouds. They 
took the Meteorological Office's computer 


model and gave it a more sophisticated way 


of working out cloud cover and cloud prop- 
erties. The original model gave a warming of 


5.2°C for a doubling of CO;. The improved — 


these data has never previously been 2 


heat escape. N 





one gave a warming of just 2. r 1 
quent di reich ps tha 


due to the wis 
SUM In elio f 


in a E rin a be expe 

things down is to make the amo 
reflected back into space by a cloud prc 
tional to its water content: in a 
world, clouds would be wetter and th 
mote reflective. But Dr Cess finds mod 
that include this feature are no more 
to produce cool worlds than those 
make all the clouds. reflect: back bs 
The fact that iodd s can get similar : 
swers by different methode eae dh a 

drawback.: 


sons, aer do not n NA to Ë isec 
on an understanding of how weath 
works, they just have to mimic what 
does. But to make predictions abo 
climate change, one needs to be & 
that what the computer does is a fi 
reflection of what really happen 
the atmosphere. If two different mo 
els both give a good picture of toda’ 
- climate, that does not mean they € 
both predict tomorrow's. At least / 
is likely to be wrong. | 
Hence the modellers' lament. 
“One of our models is the bes 
just. don't know which it is". The 
are ways to find out. The Earth. Radia 
Budget Experiment, a NASA programm: 
measure the amount of heat and light gi 
off by the earth, is providing a new se 
data with which to test models. Mimiel 





quirement for models. Those which: 
it will have a strong claim to being f 
good analogues for the way the cli 
works. 

It may be that all the models are wror 
Dr Richard Lindzen of the Massachusett 
Institute of Technology thinks that none 
the models deals convincingly with the way 
in which. ier clouds dry out the uppe 
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which still 























“fact that all the available models of the cli- 
ate predict some warming is significant. In 
eneral, uncertainties in the report are as 
ely to mask bad news as good news. Take 
Ye assumption that the processes by which 
reenhouse gases are taken out of the atmo- 
phere will remain the same. If the climate is 
hanging, these processes may well change 
» Nobody knows whether the change 
jould be for good or ill: the fact that warm 
iater is worse at absorbing CO; seems omi- 
ious; the fact that CO; encourages plants to 
grow and use it up looks promising. 
The worst uncertainties, though, are in 
he lack of details. Present models permit lit- 
le to be said about change at the level of 
continents, let alone regions. That is why 
nightmarish list of effects in the second 
king groups report—floods, extinc- 
ions, vast droughts—should be seen as a 
warning, not a prediction. All these things 
< could happen. It is far from certain that they 
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| Forest sceptics 


: | s N both Prince Charles, Brit- 
| oe ain’s environment-friendly mon- 
_ | arch-in-waiting, and Mrs Lynda Chalker, 
: | its overseas-development minister, start 
|. to favour an idea, the time may have 
| come for.a spot of revisionism. The idea 
1. of harnessing western markets in defence 
of the rainforest was advocated by both 
at a conference in London last week. A 
few sceptics demurred. | 
| Various pieces of recent research, 
| mainly in the Amazon, have shown how 
many forest plants have uses—as food, 
medicine, dyes or building materials—to 
Indian tribes. Others are looking at local 
markets for such products, to back up 
the argument that the standing forest is 
| worth more than the land logged and 
| grazed. From such work the idea of “ex- 
tractive reserves” has gathered strength: 
tracts of forest set aside for sustainable 
activities such as rubber tapping, gather- 
ing fruit and nuts, or hunting. | 
: Snag, says Mr Kent Redford of the 
. University of Florida: such reserves may 
| protect many plants and animals, but in 
‘the end they will not conserve the rich 
diversity of species that the Amazon’s 
western admirers want to save. Snag 
again, says Mr John Browder, of Virginia 
State University: only 60,000-70,000 
families in the Amazon make their 
ivings | ich. activities, while per- 
aps 1m live by damaging, non-sustain- 
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. . its effects can be anticipated. 
However many caveats are invoked, the 


but one predicted a larger win- 


will all happen—but no one can tell which | 


level wou 
a global proble 





Changed weather patterns and 
their consequences are far 
harder to predict with 
confidence. 

Consider a paper in last 
week's issue of Nature. A team 
of specialists in several fields 
took the predictions of two dif- 
ferent climate models for con- 
ditions in Ámerica after a CO; 
doubling. The models and 
their predictions were broadly 
similar. Both predicted sub- 


stantial rises in temperature, 


ter rise and a smaller summer 
rise. Both predicted increased 
rainfall, but the one with the 
warmer summers predicted a 
decrease in summer rainfall. 
When the two different sets of 
data were fed into computer 
models designed to predict crop growth, the 
predictions differed vastly. Overall, for field 


i 
| 
able agriculture. Rather than confusing | 
conservation and capitalism, better to go | 
back to the idea of natural parks, aimed | 
simply at conservation, and to look for 
less damaging and more lucrative things | 
for peasant farmers. =. 

While academics argue, one an- | 
thropologist has turned entrepreneur to | 
see what markets can do for the forest. 
Mr Jason Clay, research director of Cul- 
tural Survival, an American campaign- | 
ing body, has spent the past year build- | 
ing markets for rainforest products. He 
has orders worth $4.5m for the coming 
year from America, Canada and Britain, 
mainly for brazil and cashew nuts. A | 
small nut-processing plant will open in | 


June in Xapuri, in the heart of Chico 


Mendes's rubber-tapping country. It will | 
probably process only 30 tonnes of nuts 


in its first year, but lots more if Mr Clay | 


can provide forest peoplé with simple | 
equipment to do the most labour-inten- | 
sive bit—shelling the nuts—at home. | 
He hopes other products will 
follow—oils, essences for perfumes, for- | 
est fruit. At present, not one factory in | 
the Amazon processes local fruit for ex- | 


port. He wants processing and distribu- | 


tion to be owned and run by those who 
gather forest products, and not by the | 
middle-men, who take a huge share of | 
the profit. “The forest is being destroyed 
by poverty, not just by greed,” he says. 


matairi mai aan eT T rà rrr ar a Pre 


The world can be stranger than models 


crops, one model's greenhouse warming in- 
creased production by 1096; the other's de- 
creased it by 20%. 

Those do not claim to be real 
predictions—the data from the climate 
models are too coarse for that—but they do 
show how sensitive the effects of warming 
are to small nuances. The first iPCC group 
makes a definitive case for generalised global 


"warming. But detailed predictions of the 


warming s regional effects are a long way off. 
The cost to mankind of global warming, 
though, seems likely to depend on such re- 
gional effects. It is that cost, compared with 
the cost of averting the warming, which will 
most influence politicians’ actions. Much of 
that cost still seems unknowable, despite the 
IPCC's best efforts. 





Embryo research ide 


Vice versa - 


FEW years ago most scientists used the 

. word "embryo" to describe the clump 
of undifferentiated cells. that you normally 
get when a human egg is fertilised. Now, to 
make their work sound less controversial, 
the embryologists call them "pre-embryos". 
There is some. justification for this, since 
these clumps can go on to become one full- 
blown embryo, two of them, a cancerous 
growth, or nothing. But some people think 
the clumps have souls, or at least should not 
be tampered with. Hence the controversy 
over some recent legislation in Britain that 
permits research on them. Cardinal Hume, 
the Catholic Archbishop of Westminster, 
says the law disregards Christian morality. 

One aim of such research is to avoid the 








Master of : cience 





| Master of delence in Japanese Business Studies, 
(3140 Walialae Ave. Honolulu, Hawaii 96816 U.S.A. 
M ou 735-4744 Lad or sns 735-4734, FAX. 





H o n o i B " = 











C ESSENTIAL BUSINESS AND MARKET wee FOR. 
THE WORLD'S FIBRE AND APPAREL INDUSTRIES 
A year's subscription will bring you reports on: B MEE TN 
[ e Profiles of the world's major textile — e Locations of current and vu | Y 
| companies | investment : | 
| € Consumer market research udala- # = Arenes 








— The latest issue includes: 
pe Word Textile Trade and Consumption: Forecasts to 2000 
P» The Brazilian Textile and Clothing Industry: The Barriers Come Down 
E. D The MPA and Beyond: the EC Perspective 
i < Clothing Manufacture: New Methods of Working 
Profile of Burlington Industries — Anatomy of à Lap Buyout 


Bets now! Your competitors in over 50 countries are already doing so! 
The Economist Intelligence Unit Limited, 40 Duke Street, London WIA TDW 
—— ue m Mn ee, FEE wm M mee Wie dés FE 


a om Ge — ae eek — 


(oL UO Pease enter an annua! subscription (© issues 1o Texte Ouftook International ü 
ds - al Price inciuding postage (anmai outude the UKE 


i enclose a cheque for CA ANSE to The Economist iel gence Unit Ld 


E London 
Intelligence Unit! telephone 101) 493 6711 Telex 266353 
| p 245 Park Avenue South. New York, NY 10003. USA. You (2123 460-0600 Telex: 175587 g] 
en | A division of Business International l 

rh Reg s office: 2: 25 s James's Street. bandon on BWIA IHG. Rega. aletaan kei c 





THE aD 





Fe ee ane spe ae ge efe to —————À Mm "———————— EP 








fi r 1p : 
duisi £295 <2 North Amenca U5$585 Ct Resto Wodd £310 =. 1 A E card to one of the following: 


| | SDA Boctoni, italy, Telephone: (+ +39) (2) 8. 


0c n 
E j Please invoice me MEN d 
iz i, 
ME aces seen he RS MR EE NUES - 
P a BERNER IER ER ER ote INE 
I^ ENNIUS i 
lı The Economist | 40 Duke street —— cer! - 
i W1A 10W i 


E o INNEREN S o ante a 


THE SEMINAR 


FOR TECHNOLOGY 


Lugano — Switzer! m 
sepiemaer 9.15, 1990 





THE E PROGRAM: Technolo 
crucial strategic. SUCCESS facto 
increased global competition. 
operations in a technolog 
requires a special blend of- skill vd 
Technology Managers fills in the manag 
background technology manage oie 
ment their technical experti ise. Rub 


THE PARTNERS: This. seminar is jointly s spon- E c 
sored by the UNC Business School, SDA Bocconi io 
Business Schoo! of Milan, and the Swiss Federal 
Institute of Technology (ETH) in Zurich, three. of. 
the world's most: prominent institutions. of higher < 
learning. | 














: CULTY: The faculty are acknowledged — 
international experts from Finland, Germany, Italy, 





- Switzerland, the United. — and the United . 


States. 


P WHO SHOULD ATTEND: The program is 


intended for managers of technology and innovation, 


| . engineers and sc ientists, and other professionals 
^. who need to: 


a Help their co panies. compete effectively . 
through the strategic management of 
technology and innovation; 

- ba their abil ity to manage operations id 


| 5 N C. EME Eidgenössische E o 





are ATCHAPEL HILL H n : 





For a brochure, please FAX the coupon bini and a copy of your o 





Dr. Nanty A. Meyer, The UNC Business Schoo! at Chapel Hill, us. A 
- Telephone: (++1) (919) 962-3120, Telefax: (+ +1) (919) 962-1667 s- 
Kuno. Hamisegger, ETHiZerich, Switzerland, Telephone: (441) (1 
08 00, Telefax: (+441) (1) 252 13 53 m Dott. Alessandra Cagnetta, 
384 8802, Telefax: 







(4 38) (2) 8384 6300 






Company e Hioc. i 
Address . 


D iu ci Lu Sut. a Zip 







































ble to detect many genetic defects in. 
an eggs—and so discard the eggs—before 





hich was developed at the Hammersmith 
lospital in London. It involves surgically re- 
hoving eggs from women who are at risk of 







e of the defects such tests look for, then 









does have a defect, the embrvo is destroyed. 


- cell in a person's body has two sets of genes, 


on two sets of chromosomes. A fertilised egg —— 


contains one set of chromosomes from the 




































the testis and. ovary is a “reduction divi- 
chromosomes splits into an egg with one set 


tains the other set. ^. | 
If the mother is carrying a genetic de- 
ct; only one of the two copies of the rele- 
int gene will be affected. After the meiotic 
ivision, one set of chromosomes will con- 
in the bad copy, the other will contain the 
one. So if the polar body is tested for a 
genetic defect, and the defect is found, then 
e egg will be free of the defect. On the 
ther hand, if the polar body does not have 
he defect, then the egg will. Thus, for some 





ndwhichdiscarded. —  — — — — 
.. Dr Monk has already shown that polar- 
ody tests can diagnose the defects causing 


he most common genetic disorders. How- 
ver, some other experts believe that the test 
ill be less reliable than embryo x 
ause less genetic material is available. The 
echnique will be usable for only some con- 
itions. But it is still likely to be attractive to 





Lion of embryos and the birth of d 
Mee ce en 


hey are fertilised. Nobody thinks an egg has? - y 
ul | 


First go back to the standard technique Ex dod 
hat this might replace or supplement, —— ^" - 


e early embryo from which it comes——is 


he embryo is implanted in the mother, in — 
he hope that it will develop normally. If it 


The alternative devised by Dr Monk œ 7 
. and Miss Holding exploits the way that each — — P 


father, and one set from the mother. Topro-.— : 9 
. duce eggs and sperm with only one set of t - 
. chromosomes, the final division of cells in - - 
on", or meiosis. A cell with two sets of 


and a small cell called a polar body which. 


ommon defects at least, tests of polar bod- _ 
can reveal which eggs should be fertilised ] 


ckle-cell anaemia and thalassaemia, two of 


men who want to avoid both the destruc- crutch 
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IMAGINE a marionette controlled by an 


excellent puppeteer: it will walk with 


. poise and apparent ease, like a healthy per- 
son. Now imagine the same puppet trying to 


walk while a malevolent imp is tugging ran- 
domly at any or all of its strings. That is what 
trying to walk is like for people suffering 


from cerebral palsy. One in 500 children has - 


some form of the disease, which makes mus- 
cles pull against each other when they 
should be working together... ` | 

People with the disease have to learn 
special tricks in order to make the simplest 
movements. Even picking up a cup can be 


. difficult if your hand seems to have a mind 
of its own. Walking is a special problem be- 
cause it is one of the most complex activities 


the body has to perform. It involves some 40 
muscles—more than any other movements 
except those involving the face. Cerebral 
palsy can cause a vicious circle of disability: 
as legs that are not used waste away and 
weaken, an afflicted person: relies more on 





5 


ger. 


gets an 
So the legs are used even less. And so it goes 


‘to recovery - 


-sands of patients in A 


es and the upper body becomesstron- — sanc | 
j ‘would otherwise he 


‘he stronger it becomes, the heavier it.. 
nd the greater the burden on the legs. 





have spent the early years of their lives _ 
climbing on and off the operating table. Sur- | 
geons need to reduce the number of opera- 
tions and ideally to do all the dismantling > 
and rebuilding at once. To help them they .. 
use a technique called gait analysis, which ` 
involves finding out exactly how each pa- 
tient walks. By discovering how the muscles _ 
are working incorrectly they can be moved 
around to the best advantage. 

. Ina primitive way, technology began to — 
make its mark on gait analysis in the late - 
1970s. Dr Jim Gage, at Newington Chil . 
dren's Hospital in Connecticut, fed into, 
computer films of patients walking. 
took a lot of people a long time. Graduate - 
students had laboriously to digitise each 
frame of the. film, marking the vital 
points—ankles, knees and so on. 

J— Dr Gage asked the United Technologies 
Research Centre (UTRC), just down the road 
from the Newington Hospital in East Hart- 






- ford, if it could come up with a way to auto- 


mate the procedure. Fortunately it could. 
Among other things, UTRC designs helicop- 


ter cockpits. To make it as easy as possible 
for a pilot t 


perate, the-cockpit has to be 





designed fo 





its cockpits with real pilots, whose move- 


ments are tracked using technology on 
which an advanced gait-analysis laboratory 
is now based. | 

Markers that reflect infrared light are at- 
tached all over the walker's body, particu- 
larly at joints. À videocamera filming the 
scene sees an array of moving bright circles. 
Then some sophisticated software convexis 
the images of these circles into a detal 
map of how the walker is moving. The reso- 
lution is very high—a joint can be posi- 
tioned to within a millimetre anywhere with- 
in several cubic metres of space. By looking 
at the walking map, analysts can identify 
misbehaving muscles and develop a way for 
surgeons to deal with them. The computer 
can also compare a patient to all previous 
ones to spot helpful similarities, — 

The success of the system has been con: 
siderable, and similar gait laboratories have 
been installed in several American hospi- 
tals. Europe's first is planned for Guy's Hos- 
pital in London. This unit will be linked by 
satellite to Newington to enable it to draw 
on the expertise gained from treating thou- 
merica, many of whom 
ve spent their lives in 














wheelchairs, 
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Banking in the raw 


THE House OF MORGAN. By Ron Chernow. Atlantic Monthly Press; 812 pages; $29. 95. 


Simon & Schuster; £19.95. 
A ORGAN is a name tich in historical 





geyman of populists. From its origins in 
nineteenth-century London, the Morgan 
bank grew during the first third of the twen- 
tieth century into a colossal financial and 

tical power. Morgan bankers not only 

Meided enormous political influence 
round the globe; they were also ex- 
pected, in an age that did not look to 
government bail-outs, to step into the 
breach during financial panics, as 
Pierpoint did with great effect in 
1907. By including the story of Mor- 
gan Grenfell in his long, ambitious 
but highly readable book, Ron 
Chernow highlights the degree to 
which the Morgan bank symbolised 
an era of Anglo-American hegemony 
and the growing shift of financial 
power from London to New York. 

The Morgan empire was born 
when Junius, Pierpoint's father, took 
control of the merchant bank set up 
by his senior partner and another 
American, George Peabody, in 1838. 
Peabody, a solitary miser, saw his task 

. as upholding American credit in Lon- 
- don, the financial centre of the world. 
vas also mortified by the tendency 
. Of Certain American states to default 
on their obligations, thereby starting 
. à proud Morgan tradition. 

.. Junius inherited this charge, but 
made his name in Europe: in 1870 he 
underwrote a £10m issue for France 
which the City of London would not 
touch. During the Paris Commune, 
in 1871, Junius nearly wiped himself out 
buying these bonds up to support the price. 
But the gamble paid off; France paid back 
the bonds in full in 1873 after the end of the 
Franco-Prussian war, giving Junius a profit 
of £1.5m. His name was made in London, 
and the Morgan bank was there to stay. 

. . Yet Pierpoint, who learnt his banking as 
his father's Wall Street agent for 30 years, 
was the key figure in the Morgan dynasty, 
and it is he who dominates the book. He 
thrived on the exercise of raw power; but he 
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/! controversy, both the pillar of the 
Wall Street establishment and the prime bo- 


also fiercely resented the loss of privacy that . 


went with it. From the start he favoured 
collaboration over what he saw as destruc- 
tive competition, a view that was both 
controversial and self-serving. Companies 
he advised usually ended up in the Morgan 
bank's orbit as captive clients, with Morgan 
bankers as directors. According to Mr 





Pierpoint: some nose, some deals 


Chernow, one-sixth of ‘America’s railway 
track was “‘morganised” in this fashion at a 
time when railway companies accounted for 
60% of all issues on the New York Stock Ex- 
change. 

“A man always has two reasons for the 
things he does”, Pierpoint once confided to 
a friend; "a good one and the real one.” 
Cynical as he was, however, he seems to 
have been remarkably uncrooked. On his 
death his estate (excluding his art collection) 
came to $68.3m, equivalent to $802m in 


that the book becomes less gripping 


- Deal and the passage of the Glass-Steaga 
“act, which in 1935 forced J.P. Morgan to be 
divided into a commercial bank, Morga 


longer so extraordinary; and its bank 
~ specialist technocrats like all the oth 

























1989 dollars. This.was not a big sum fo 
America's most famous banker, with his 
ger in numerous industrial pies. Nor was: 
Morgan bank always financially in 
able. Between 1929 and 1932 its. net 
shrank from $118m to half that figure 
rifying fall. E bo 15 ideo 
It is wrong, therefore, to view 
gan story as purely dollars and. 
bank, as Mr | Chernow emph: 
the games of high finance and hig 
to a degree which is most unlikely 
peated. Such skills were often g 








the character of Tom Lamont, th 
dominant figure at Morgan durin: 
the 1920s and 1930s. A man of cul 
ture, he was not noted for foresight 
A few days before the crash of 1929; 
he sent a memo to President Herbert. 
Hoover. It read: “The future i 
brilliant." EET 
Lamont also let his private-bank- 
er's instinct—to do everything. fora. 
client —blind him to the nature of th 
regimes of Mussolini and the Japa- 
“nese militarists, both of which were 
Morgan clients for far longer than. 
they should have been. He even man 



































aged to dress up for the Americar 
-public the invasions of. i 
. Manchuria. It is hard to see Pier 


















support his narrative, not 
sensationalise it. Pierpoint was a 
endary womaniser, and his son Jac 
quite a racist; but Mr Chernow, whi 
not excusing them, puts both the 
vices in context. It is no fault of 


















the arrival of Franklin Roosevelt, the Ne 


Guaranty, and an investment bank, Morga 


Stanley. After that, the bank itself w 





were far removed from the risk-taking 
eralists—and monsters—of an earlier age 









































Rep BRIGADES: THE STORY OF ITALIAN TER. 
- RORISM. By Robert Meade. Macmillan; 336 
pages; £35. St Martin's Press; $24.95 


'N A kitchen in Milan, 20 years ago, two 
‘students from Trento University 
founded the Red Brigades, the most danger- 
us and longest-lived of Italy's innumerable 
-ban-guerrilla groups. Twenty years on is a 
good time for reflection. The group is now 
ismantled; but Robert Meade, a New York 
lawyer, has written a careful, perceptive and 
sensitive book that tries to explain how hun- 
dreds of people living in a West European 
nocracy could have become so enam- 
red of the idea of revolution that they 
willing to kill to bring it about. 


"The Red Brigades included not just stu- 
‘nts but factory workers from northern It- 

, post-office employees, teachers, trade 
nionists, even the son of a policeman. They 
had contacts with Germany's Baader 
Meinhof gang and bought arms in the Mid- 
die East from the PLO, but essentially they 
rere Italians waging, in their own words, "a 
little private war of our own”. 

- The ideas which the Red Brigades car- 
tied to extremes were widespread in Italy 





dst doctrine was not merely fashionable; it 


triking at the heart 


"Communist party, the second-largest in the 
— country, and it inspired Italys most power- ~ 
ful union. Although Italian communism, as - 


when they kicked off their campaign. Marx- 


was still the official ideology of the Italian. 


















practised in a communist-run region like 
Emilia-Romagna, was a good deal more pink 
than red, the Communist party still held out 
for Italy’s working classes the hope of a so- 
cialist state. The disagreement was over 
whether to get there by violence, as the Red 
Brigades recommended. | 
Italy has a tradition of political violence. 
Italian anarchists murdered three crowned 
heads, including their own king, at the be- 
ginníng of the century. And Mussolini's fas- 
cist gangs, as Mr Meade says, "institut- 
ionalised violence". The precedents are 
important, but do little to explain the ex- 


traordinary explosion of both right- and 


left-wing violence on the streets from the 
late 1970s onwards. Mr Meade puts it down 
to the pace of social and economic change in 
Italy since 1945. This change was not mir- 
rored in Italian institutions, nor in politics, 
which have been dominated by the Chris- 
tian Democratic party for the past 42 years. 

Because the Red Brigades were under 
the tragic misapprehension that revolution 


_ was just around the corner, they launched a 
campaign "to strike at the heart of the 


state". In their eyes, that meant the leader- 
ship of the Christian Democratic party. The 
best and most tragic pages in the book are 
those devoted to the kidnap and murder of 
Aldo Moro in the spring of 1978: at once 
the most dazzling triumph of the Red Bri- 


gades (with Moro's ravaged corpse delivered 


almost to the doorstep of the Chris- 
tian Democrats’ headquarters), and 
the start of their decline. The govern- 
_ ment appointed an able officer, Gen- 
"eral Carlo Alberto: Dalla Chiesa of 
` the Carabinieri, to head its anti-ter- 
. rorist drive, and within a year the ar- 
“As a lawyer, Mr Meade shows a 
fessional interest. in the legal fall- 
from those "years of lead". He 
ments on one of the most ex- 
traordinary sights in the aftermath of 
Italian terrorism: huge trials featuring 

wds of men and women caref 
divided off in steel cages according to 
' the degree of collaboration, if any, 
“ which they were offering the court. In 
September last year a prosecutor 
asked the court to acquit 300 mem- 
 bers of the Red Brigades now stand- 
ing trial, on the ground that the 
group had never come anywhere near 
-overthrowing the Italian state; re- 
cently, an Italian television panel 
agreed that Italy can now afford to 
~ drop its armoury of anti-terrorist 
| laws. Nobody, however, is seriously 
=c proposing an amnesty. The Red Bri- 
gades and their disciples claimed too 

many victims ever to be forgiven. 
: : k 
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CORO c S 


THE STATE OF THE LANGUAGE. Edited by 
Christopher Ricks and Leonard Michaels. 






University of California Press; 531 pages; 


$25. Faber £17.50 


CHILD of two was reproached by her 

“A. mother: "I thought you were going to 

tidy those toys". The child's indignant reply 

coined a tense: "I wis." Her utterance of the 

Middle English for "certainly" was acciden- 
tal; she meant “I was, and I still am". 

This tense (so handy for procrastina- 
tors) is unlikely to go as far as, say, the com- 
puter "bug", a moth that flew into the lan- 
guage in 1947. The latest computer word to 
watch for is said to be “munge”, which can 
now be used to describe a particularly taxing 
mental task and implies at once regard for 
the task and sympathy for the thinker. 
These gems appear in a short, informa 
and, oh joy, optimistic essay by a novellit 
Michael Rogers. Other contributors to this 
large, rambling, eclectic, irritating, fascinat- 
ing book are gloomier. 

“If English was good enough for Jesus," 
said a school superintendent in Arkansas, 
“it’s good enough for you.” Emphasis on 
the sanctity of the language is more than a 
little ridiculous. It infuriates many of the 
non-English English-speakers who have 
written for this book, and it seems to para- 
lyse the minds of those who should know 
better. Happily, the iconoclasts have their 
say too. Christopher Ricks revels in the di- 
agnosis produced one night by a policeman 
who declared that he had gone "beresk" 
(though he fails to mention that most sug 
gestive word, "insinuendo"), and heaps 
praise on the head of Mrs Malaprop, "the 
mistress of the household misappliance". 

Certain preoccupations have come to 
the fore since 1980. There are several furi 
ous articles about aips and the lan 
used to emphasise the alienation of its “vic- 
tims"—itself apparently an offensive term; 
several pieces about the linguistics of femi- 
nism, some of them surprising and only one 
of them even mildly tub-thumping; essays 
on particular slanguages (a variety coinage, 
that) associated with the law, the city, ad- 
vertising, pop music, television and graffiti; 
a delightful flight of fancy about one over- 
used word, relationship— "no less common 
than death and no less pathetically private" 
as Leonard Michaels writes; and there is 
Dan Quayle. : 

Even without Dan Quayle, American 
doublespeak is chilling. William Lutz studies 
it. He writes that when Ronald Reagan un- 
derwent surgery he was not unconscious, 
merely in a “non-decision-making form"; 
you cannot buy a toothbrush, only a "home 
plaque removal instrument"; there are no 
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| As Mr Quayle 3 
o said, “What a waste it is 
to lose your mind—or 
never to have had one. 
How true that is.’ 
Some excellent a 
cles are included by 
rina o >na 
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s best is not in the east 


CANNES 


PHE most exotic title at Cannes this year 
was an Australian offering, "Wendy 
Cracked a Walnut”; the buzz of the festival 
was the future of European film production 
and the opening up of Eastern Europe. On 
one side, there was a stampede for co-pro- 
ductions and the use of foreign facilities; on 
the other, several Hungarian and Polish di- 
rectors talked gloomily about the pulling 
down of their centralised industries. In the 
hubbub, an equally interesting development 
was overlooked: the return of very good 
French and Italian films. 
Bertrand Tavernier's "Daddy Nostal- 
gie" (overlooked by Bernardo Bertolucci's 
jury, along with other fine things) is a study 
of the final meeting between a dying father 
(Dirk Bogarde) and his daughter (Jane 
Birkin). It is beautifully and simply filmed by 
Mr Tavernier, using locations in the Cóte 


d'Azur. Mr Bogarde, who shifts effortlessly 


' There i isa a a 
kad pu Robert Burchfield, currently re- 


editing Fowler, and a tour de force on 


"Dirty Words" from a screenwriter, Lisa 
Nemrow. 

Let the last word go to Robert 
MacNeil who compared English to 
| an informal rambling park, 
weeded by tidier sorts, but contin- 


varieties. "The English language be- 
longs to everyone" he maintains; 
"to those of us who wish to 
| be careful with it and to 
those who don't care.” 
Happy mungeing. 


in his role between French and English, 
gives his best performance since “The Vi- 


sion” in 1987. Yet the festival boasted sev- 


eral fine male performances, and Mr 
Bogarde lost the Actor Prize to Gérard 
Depardieu for his “Cyrano de Bergerac". 

Jean-Paul Rappeneau's adaptation of Ros- 


tand allows Mr Dépardieu to blaze through 


the part with the utmost panache and ten- 
derness, and the director has also persuaded 
almost everyone to deliver the poetry with- 
out sing-song effects. Ravishingly shot and 
exquisitely designed, this hugely enjoyable 
piece is an object lesson in how a period film 
should look and sound. 

Some spectators found is Taviani 
brothers’ version of Tolstoy's “Father Ser- 
gius”, called "Night Sun", rather conven- 
tional, meaning that it was not political 
enough. But it is still remarkably well shot 
and well cut, the Tavianis’ most handsome 
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ually invaded by wild and vigorous. commercial fai 


tore, who made "Cinema Paradiso". This is 


five children, now living all over Italy. It isa. 


ple and innocent; if he could drop the senti- 


Panfilov's dream - 


55, had not been invited to Cannes befo 




















of his greatest. | 
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over-ripe script pote it Vou at dpa 
it has the usual tight Rosi pacing and 
good supporting algae ad 






































ies Mi ot old scenes, sius Mos 
flatly shot; better too to draw one over Jean 
Luc Godard’ s “Nouvelle Vague”, in whi 
Alain Delon wanders rather aimlessly roun 
a large country house taken over by busi 
nessmen. But another most enjoyable Latin 
offering appeared at the end of the festival 
"Everybody's Fine", by Giuseppe Torna- 


the story of a Sicilian father, played: by 
Marcello Mastroianni, who sets off to see his 


fairly predictable journey, with a full quota _ 
of Mr Tornatore's cherubic children; but it > 
has plenty of little visual g gags, a good score, 
and impressive sweeping camera work. Mr. 
Tornatore's view of people is essentially sim- 


mental accessories, he might become a great 
addition to the Italian Pantheon. | 





The Romanovs on film 


MOSCOW | 


"HE official Soviet entry at Canes was 
Gleb Panfilov’s film "The Mother”, | 
free adaptation of Maxim Gorki’s passio 
ate novel of the politicisation of the worki 
class. It won a jury prize. Mr Panfilov, who 


and he was somewhat surprised by the in 
tation. He was surprised, too, by the 
with which he had managed to make 
film. He encountered a few problems wi 
his co-producers, an Italian comp 
mostly over the use of Dolby sound; but 
comparison with his problems in the pa 
this was small beer. Mr Panfilov told T 
Economist that he could not believe he 
things had changed: 


No one tried to edit the film for me. There 
no question of censorship of ideas, and 
knowledge that there was not going to-t 
debilitating battle with bureaucracy or 
tion changed. the atmosphere on th 
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BOOKS AND ARTS - 


stroke. | have never experienced anything like 
it before. Now I think I must work non-stop! 
Mr Panfilov has already completed the 
script for his next film, “Je Vous Aime". It is 
the story of the final years of the House of 
Romanov, described as “a film from my fan- 
tasy and also from original documents". He 
has signed a contract with two British com- 
panies, Westbourne Films and Harris Films, 
and the project will be a wholly British one, 
iet services apart, not a co-production. 
Mr Panfilov feels there is a certain appropri- 
ateness in this. Nicholas II was a cousin of 
George Vl, and Alexandra, the Empress, 
was the grand-daughter of Queen Victoria 
and was brought up in Kensington Palace 
speaking English. The film, he says, 


will be a family story set in the context of Euro- 
pean history, the drama and tragedy of a family 
that becomes the drama and tragedy of Russia. 
They were the first family to die violently in the 
revolutionary flames. Then oceans of blood fol- 
lowed, shed by the people and by Stalin, pos- 
sessed by a huge mi anding. 

I feel | have a sort of mission or duty to 
reveal what ha to help people to face up 
to it. I see the film's task as helping to eradicate 
a certain cultural uneasiness. kt will be a kind of 
repentance addressed to those Russians who 
emigrated as well as to those who still live there. 


Mr Panfilov rejects any suggestion that the 
Romanovs could be seen to contain the 
seeds of their own destruction. "It was a 
healthy family living by Christian prin- 
ciples . . . Alexei could have been a wonder- 
ful king. He might have been a constitution- 
al monarch. It was Winston Churchill after 
all, who said that the Russian ship had been 
sent to the bottom of the sea in sight of the 
harbour." And was the harbour in sight 
once more? "Of course. The situation is sim- 


ilar. The parallels are obvious.” 





French literature 
L'écrivain malgré 
lui 


DD, but true: Molière never wrote any- 

thing worth noticing until 1660 when, 
at the age of 38, he happened to visit Rouen. 
In Rouen lived a contemporary, the trage- 
dian Pierre Corneille, author of “Le Cid”. 
Thenceforth, Molière became a great 
French writer, despite the fact that he was 


impossibly busy as an actor and manager of 


a theatre troupe. Even odder, his works con- 
tain classical references and legal terms one 
might expect to come from Corneille, an ex- 
pert jurist and intellectual, but not from a 
man of humble education. 

These and other coincidences have 
moved a trio of scholars to suggest that Cor- 
neille, in fact, wrote Moliére’s plays, a theory 


100 


p CUR PEGTUENTINS^U- 39773 


Fr 


Meditations on glamour - 


N THE summer of 1954, Simone Silva 
took off her scarf. The scarf in ques- 
tion was not round her neck, but round 
her chest; after its removal, the only 
| thing to hand with which to protect her 
| modesty—a purely notional 
| commodity—was Robert. Mitchum. 
| Needless to say, photographers were 
present. Some were quite badly injured 

in the stampede. 

After the world saw pictures of the 
gallant Mr Mitchum trying to fill in for 
the scarf, the Cannes festival was never 
the same again. The small gathering with 
a few intellectual pretensions became an 
international event imbued with 
glamour—whatever that is. It was the 
glamour that made William Goldman, a 
successful screenwriter and novelist, so 
keen to accept when he was asked to 
serve on the festival's jury in 1988. Now 

| he has written a memoir* which deals 
| with Cannes and the Miss America 

beauty contest, for which he was also a 
judge that year. His thoughts in “Hype 

and Glory” keep coming back to glam- 

our—what it is, how to get it, and what it 
does to those who have it. 

Mr Goldman, as those who have read 
| his excellent dissection of Hollywood, 
"Adventures in the Screen Trade", al- 
ready know, loves the movies. He has a 
lot of opinions about what makes good 
ones good and bad ones bad, and a rich 
fund of anecdotes with which to prove 
his points. The fortnight in Cannes 
added handsomely to the fund. 

Some stories are about Cannes itself. 
Others are there to underline points: a 
gruesome vignette about the man whose 
job it was to wake up the drink-and-drug 
sodden Marilyn Monroe; a revealing 
aside about Bob Dylan arranging to 


that stands in the tradition of the notion 
that Bacon wrote Shakespeare. Francois 
Vergnaud, professor of social sciences at the 
University of Nice, has been working for 12 
years on the subject. He says it is "impossi- 
ble to find, no matter where, two authors 
closer to one another than Corneille and 
Moliére.” Mr Vernaud points to plot details 
in Moliére’s plays that must have come from 
Spanish sources or Roman comedies, nei- 
ther of which Moliére could have known, 
but which were specialities of Corneille. 
These and other arguments have just 
been offered up to the reader by two Belgian 
lawyers and literary sleuths, Hippolyte 
Wouters and Christine de Ville de Goyet, 
authors of “Moliére, ou l'Auteur Imagi- 
naire?” (Editions Complexe, Brussels). 
There the reader learns that in the midst of 





Mitchum’s moment 


watch a show incognito, only to turn u~ 
in a foot-high turban. Others are ther 
just because they are funny, such as Mr 
Goldman being ^ mistaken—most 
improbably—for Robert Redford while 
Mr Sundance himself was sitting at the 
same table. 

Mr Goldman does not spill any par- 
ticularly scurrilous beans—although his 
account of tactical voting on the Cannes 
jury may prove consoling to those who 
fail to win this year. Nor does he give any 
particularly startling insights into 
Cannes, Miss America or glamour. What 
he does provide, though, is a fascinating 
double perspective. As a professional he 
brings an informed cynicism; as a fan he 
brings a genuine enthusiasm. His mix- 
ture of the two is a key, no doubt, to be- 
ing successful in show business and still 
staying sane. 


*"Hype and Glory” by William Goldman. Villard 
books; 306 pages; $19.95 - 


Corneille's tragedy "Horace" occurs the 
inexplicable acrostic sale cul, a sure sign that 
Corneille possessed the ribald sense of hu- 
mour usually attributed to Moliére. This, 
says Mr Vergnaud, "teaches us a lot about 
the complexity of Corneille's genius.” 

Some might say it reveals more about 
the state of scholarly research in France. 
The point is both to downgrade Moliére 
(who, Mr Vergnaud says, was no good as an 
actor either, "execrable" in tragedies and 
only "fairly good" in comedy) and to pro- 
duce a super-Corneille, "a genius who sur- 
passes Shakespeare and Dante as the great- 
est creator of all time." Whatever the truth 
is, France needs a new Moliére, and now, to 
write a savage farce on academia. At a pinch, 
even a new Corneille would do. 
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Tbe Easton Press Proudly Announces... 















The Complete 
Sherlock Holmes! 


221B Baker Street . . . horse-drawn cabs 
and fog on the London streets . . . the 
ever-present pipe . . . and the famous 
phrase .. . "Elementary, my dear Wat- 
son" — are all part of the magical leg- 
end of the world's most colorful and 
intelligent detective — who always tri- 
umphed over evil through observation 
and deduction! 

And now, The Easton Press — by 
special arrangement with Sir Arthur 
Conan Doyle's lone surviving heir — is 
proud to announce The Complete 
sherlock Holmes 100th Anniversary 
Edition. 


Bound in Genuine Leather! 


Here is every one of the fifty-six short 
stories and four comnlete novels Here 


“On the 100th anniversary of Sherlock Holmes, it is a great 
pleasure for me to see my father’s immortal stories presented in so 
beautiful and luxurious an edition.” 

— Dame Jean Conan Doyle, Daughter of Sir Arthur Conan Doyle 





THE COMPLETE 


SHERLOCK HOLMES : 


100th ANNIVERSARY EDITION. 
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Three Magnificent Volumes 
Bound in Genuine Leather 


with Accents of 22kt Gold. 


is every word . . . complete . . . un- 
abridged . . . more intriguing, compel- 
ling, and fascinating than ever! 

The 100th Anniversary Edition will 
be issued in three exceptionally luxuri- 
ous, fully leatber-bound volumes — 
beautifully textured and grained. 

Stunning original cover designs. Ex- 
quisite moire fabric endsheets. Pages 
elegantly gilded on all three edges. Acid- 
neutral paper to last for generations. 
Over 160 illustrations including many 
of the original line plates. Hubbed 
spines brilliantly decorated with 22kf 
gold! And each volume features its own 
full-color frontispiece, each reproduced 
from a genuine Frederic Dorr Steele 
illustration. 

This special collectors edition will 
not be sold in stores. You can acquire it 
only from The Easton Press. To order, 
simply return the attached Reservation 
Annlication Re sure to do so nromntiv 





- — eee Reservation Application = = = = = = == = === 


The Easton Press 
17 Richards Avenue 
Norwalk, Conn. 06857 135-191 


Send mc The Easton Press Complete Sberlock Holmes 
!00tb Anniversary Edition. | understand the price is 
$36.50 (plus $2.95 shipping and handling )* per volume 
payable one volume per month. I understand you will 
send me all three volumes together. (I will allow 10-14 
weeks for shipment after you receive my order.) I 
further understand that I may return the set within 30 
days of receipt for a full refund 

Lj Enclosed is a check for $39.45* for thc first volume 

Bill me with shipment for volumes two and three 


Please return promptly 


L] Charge my credit card in three monthly install 
ments of $39.45* cach, beginning at time of 
shipment. Nc 
[]VISA C] MasterCard L] Diners Club 
C] American Express 





Card Number Expiration Date 


Name 





Address ‘ 





City/State Zip Code . 


Signaturc —á—Ó—á P À «CÓ 
(All applications are subject to acceptance, ) 


*Anv annicahle «ales tax will he billed with «hinment 





























| Scotland $ ading firm of 4 economic and 
management consultants have the following 
vacancies for their Aberdeen office: 






















3 experience in e T resets, T 
2 spade to > upstream oil ande oe re 


en ral « economist i will be inlet in a 
range o of work in the reg sional develop- 
ment, tourism, fisheries and other sectors. 





Attractive salary packages will be negotiat- 


ence, and the firm operate a profit-sharing 
scheme. | 


Applications, ndlndiág. detailed curricula 
vitae, sh iould be submitted by 15 June to: 


" Angus Nicolson 
Mackay Consultants 





e and implement a programme of fundraising to 


- expansion of facul 


aang ideally E 
s markets. Itis is 


ed, depending on qualifications and experi- - 


THE ROYAL INSTITUTE OF INTERNATIONAL AFFAIRS 
CHATHAM HOUSE 


Research Associate 


The RIIA is seeking to appoint a Research Associate in its Soviet foreign policy programme. 
Candidates should have graduate. qualifications in Soviet/East European studies and research 
experience in the area. An interest in international. eco economic change in the Soviet Union 
and Eastern Europe is desirable, but not essential. 


The appointment is for one year in the first instance, but may be extended. The starting dateist © tae 
September 1990. Salary: on the University Lecturer scale, depending on qualifications and — 1- 
experience. s 


For further information piesse gne 071-930 egre ext 241 or Hee rir full CV to P m 
the Personnel 0 St James's Square, London T date for jo 
applicatione: 1 15 June 1990. p 
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. The Director of Development : wi 








Support the School's ambitious plans for 

| yy activities, and 
facilities. As well as strengthening its leading 
7 position i in ‘UK management education, LBS 





will have a growing a aaa and 
| international role. 






-Ideally candidates will have a record of 
suci] in fundraising — experience in a UK, 
European or North American academic 
context is particularly relevant. Candidates 
without fundraising experience will have 
established relationships at senior levels in 
industry and commerce; skills of promotion 
and project management; an international 
outlook; and an interest in business education. 
Knowledge of a second European language 
will be an advantage. 


"The Development Director will report to 
the Principal and will work closely with the 
© School's faculty, administration and alumni. A 
salary in the region of £35,000 is envisaged. 
The position is based in Sussex Place, Regent's 


Park. 


Pleas write in confidence to the School's 
advisor at the address below by 15 June 1990. 
Christo her Mill, Christopher Mill and Partners, 


Russell Chambers: London WC2E 8AA, UK. 
Fax: 9218 836 $3557. 
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- UNIVERSITY OF WARWICK 
DEPARTMENT OF POLITICS 
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- Business News Organiser —— 
BBC News & Current Affairs ( Television je 


We are looking for an experienced business journalist to run our day-to-day 
economics and business coverage for all daily television News and Current 
Affairs programmes, including the One O'Clock, Six O’Clock, and Nine 

O'Clock News. 

-This is a new post in our Economics and fisica Unit. Working with the 
Editor, Peter Jay, and the rest of the team, you will co-ordinate the activities of 
this busy unit, compile daily and weekly news schedules, and provide original. 
ideas for the coverage of economic issues. You will need scund journalistic 


experience iri economics and business coverage, preferably: wi a track record: m. 


LECTURER IN 







date will contribute to the erii of 
undergraduate and postgraduate 
courses in international political econo- 
my and European integration. Those 
with experience in other areas of Inter- 
national Studies will also be 
considered. | 





























i ie paar rir £0 eels, ali | ‘in television. Other relevant experience will help. | 
or up to £17,328 pa on the Lecturer B |] Salary $17,892 — $24,562 p.a. (or $20,576 — £28,247 p.a. on short-term 


contract) plus an allowance of $709 p.a. Based Television Centre, West London. 
Applications are particularly welcome from members of ethnic minority 

groups who are, at present, under-represented i in News & Current Affairs. 
Contact us immediately for application form (quote ref. 7142/EC and 

enclose s.a.e.) BBC Corporate Recruitment Bervieee, London WIA LAA. 

Tel: 071-927 5799. 

Application forms to be returned by June 6th. 


scale: £16,014-£20,469 pa. - 


niher particulars and. application 
ms are available from the Person- 
nul Office, University of Warwick, 
Coventry CV4 7AL (0203 523627) 
quoting Re! No 42/2A/89/43 (please 
mark clearly on envelope). Closing 









date pare June 1990. | m _WE ARE AN EQUAL OPPORTUNITIES EMPLOYER 
orronrireseunove? | | ES 
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HOME-GROWN 
CEREALS 
AUTHORITY 


Appleton: are invited fons a vacancy in the Marketing. 2 
and Economics Department of the Authority, at Arch 
way, North London. The department's work is primarih 
concerned with providing a market intelligence servit 
for the cereals industry. This includes the collectio! 
analysis and dissemination of UK and foreign marke 
information and the study of cereals industry prol 
lems. There is close contact with the trade and Govern 
ment Departments. The successful candidate will have 
formal training in economics. Some knowledge of. 
agricultural and/or commodity markets would be ar 
advantage. An ability to handle and interpret statistic 
and to write short concise reports is required. 


. Salary (dependent on age, qualifications and expel 
ence) will be on a scale: £11,052-£15,165 which in 
dudes London weighting. Apply in writing givin 





Travers Morgan International is seeking to 
appoint additional staff to resource its 





development; in Asia. 


Tropical 
Agr iculturalists 


Senior Staff are required for long term 
assignments in South East Asia. Experience 
in upland agriculture is essential including, 
crop diversification, particular! y research 

and development of small farming units for 
subsistence agriculture, and small scale 
cash crop production. 














Please apply in writing enclosing a full CV 
and quoting reference no. REC/8M/8 to: 











gie : TRAVERS details of qualifications and experience to: 
Director of Personne MORGAN Head of Marketing and Economics Department 
Travers Morgan ast Grinstead - Home-Grown Cereals Authority 
Mead House, East rinten Hamlyn House 
Highgate Hill 








ASSOCIATE 


The Population: Council, an international tioadprofit Organisation, seeks a 


| Social Scientist with strong and demonstrated quantitative and evaluation 


» "skills for studies in quality of care of family planning programs in developing 

— countries, S/he will assist in the conceptualisation of the study design, 
^ identification of participating institutions, and fund raising. Extensive travel 
.. required. Qualifications: PhD in sociology, demography, economics or 
other relevant discipline related to population; three to four years postdoc- 
toral experience preferably in a developing country; strong English written 
and verbal skills; knowledge of French and/or Spanish desirable. Salary mid 
40s to low 50s; excellent benefits. 


Respond as soon as possible to: Dr Anrudh Jain, The Population 
Council, One Dag Hammarskjold Plaza, New York, NY 10017. 
AN EEO/AA Employer M/F 


GRADUATE 


ENGINEER. 


Must have background 
in modular or panel 
construction for hotel/ 


motel projects, con- 


crete or wood. 


Fax résumé to Mr Jason, 
Fax: USA 404-872-4838. 


ECONOMIST/STATISTICIAN 
SALARY UP TO £14,791 PER ANNUM. 


(Salary Award Pending) 


Are you interested in a challenging and rewarding position within a 
company that actively encourages personal development? 


We can provide the opportunity, if you have the enthusiasm, energy 
and self-motivation to play a key role in the new developments taking 


place within the field of Energy Trading. 


Operating from our Headquarters in Cardiff, your principal task will be - 
_ to monitor economic developments and assess their implications for 
EC South Wales Electricity' s energy trading activities. 


Your awareness of commercial ahd economic trends 


will be of vital 


importance to our SUCCESS, as we prepare to make maximum impact 


on the private: sector. 


You will need to possess a keen interest in economic analysis and the 
Sues of quantitative methods. You. must also be capable of 


working. accurately to tight deadlines. 


In addition toa competitive salary, benefits are those to be 
, expected ofa major employer ; and include a pleasant working 
environment, relocation. assistance where appropriate, 
- opportunities for advancement and company pension scheme. 


s olf you have the qualifications, personal qualities and practical ability - 
to meet the demands of this position, then forward an Application 
. Form to Ann-Marie Dickens, South Wales Electricity plc 
Renee Road, St. Mellons, Cardiff, CF3 9XW, quoting reference 


. *SV 13/90/E" by Friday 8th June 1990. 


.. THE POWER TO 
.SHAPE YOUR FUTURE 


. South Wales Electricity a Trydan De Cymru 


We àre an equal opportunity employer 





UNIVERSITY OF MANCHESTER | 
DEPARTMENT OF GOVERNMENT | 
Applications are invited for the 
post of 


JEAN MONNET 
LECTURER IN 
EUROPEAN POLITICS 


tenable from 1 October, 1990. 
Candidates should have research 
interests and appropriate qualifi- 
cations in the study of European 
integration; or in the politics of 
one or more EC countries; or in 
modern European intellectual 
history or political thought. ini- 
tial salary in the range £10,458- 
£12,381 per annum {under 
review) (Ref No 120/90EC). 


TEMPORARY 
LECTURER IN 
BRITISH POLITICS 


i Also: 


| tenable for one year from 1 Oct 


ber 1990. Candidates should have 
teaching experience, research in- 


terests and appropriate qualifica- 





tions in modern British Politics. 
initial salary in the range 
£10,458-£13,527 per annum (Ref 
No 121/90EC). 

Further particulars and application 
forms returnable by 19 June 1990 
from the Registrar, the University, 
Manchester M13 9PL. Telephone 
061 275 2028. Quote relevant refer- 
ence number. The University is an 


| fes Opportunity Employer. 
ANNOUNCEMENTS 


THE E EXPLORATION 
COMPANY plc 
and 
EL ORO MINING 
& EXPLORATION 
COMPANY pic 


Extract from the Chairman, 
Michael ^ Woodbine — Parish's, 
Statement, 

£1000 invested in Exploration in 
1950 became £187,500 by | 


"| December 1989. 
| £1000 invested in El Oro Mining | 


& Exploration in 1950 became 
£230,000 by December 1989. 
£1000 invested in War Loan in | 
1950 becarne £386 by 1989. 


an 1960 the combined assets of 
| these companies were £267,000; 
by the end of 1989 combined 


assets, almost all self-generated, 


] had become £57,776,960, which 


with dividends and tax paid of 


^E £17,603,198, brings the total to 


£75,360,158. 


j Report & Accounts available at 
.] £3from 


41 Cheval Place 
London SW7 1EW 
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"T NEN jou nid of psycho- 
lagical and cultural insight. into 
world affairs 


Now entering its second year this 
highly acclaimed independent 
publication was launched to en- 
courage analysis of international 
diplomacy, politics and econom- 
ics from a psychological stance. 


“Encouraging dialogue between 


different -academic disciplines, - 
business and political leaders, the 


Journal will sharpen and deepen 
your. understanding of the pro- 
found processes of change in the 
contemporary world. 


Current and future issues include - 


the following articles: 


The Motivations of Mandela, The. 


Psyche of the Turks, international 
Capitalism's Moral Dimension, A 
Russian View of the European 
Homeland, Rehabilitating the 
Victims of Torture, Hereditary 
^-ngers as Europe Changes, Is 
mocracy now Archaic?, World 
-proaches to Penal Policy, Un- 
derstanding the Indians, Africa 
Always Apart?, Politics and the 
Power of the Media, Thinking 
Japanese about Japan's Role, Psy- 
chology as the Historian's Tool. 


- Editor: George Bull. Editorial ad- 
visers: Austin Amissah, Dr John 
Brademas, Dr Jack Dominian, Dr 
Fay Fransella, Rt. Hon. Malcolm 
Fraser, Rabbi Albert H. Fried- 
lander PhD, Jeremy Mitchell, Am- 
bassador Yoshio Okawa, Revd 
Edwin Robertson. 


Current issue (inc. p&p) £8 or 





US$16 (airmail). One year's sub- 


scription (4 issues) starting with 
current issue: UK & Europe £24 
(inc p&p). United States US$60 
{airmail}. Rest of World US$70 or 
equivalent (airmail). 

Orders to: International Minds, 
19 Hugh Street, London SW1V 
1e 





THE INSTITUTE OF INTERNATIONAL FINANCE, INC 


INTERNATIC 





"Candidates. for Long-Term Public Debt 
| -Management Project in Africa. 

: Send Résumás/Salary Hequirements to 

: MetaMetrics inc 





interationat economic and financial issues and have practical e exp yerience 
using personal computers. Evidence of analytical writing ability in Eng 
essential and fluency in other languages, particularly French and Spanish, 
essential for some positions. | 


The HF was established in 1983 by: the world's leading commercial bane to 
improve the timeliness ard quality of inforrnation on sovereign borrowers. 
The IIF provides reports and data on fifty borrowing countries to its membe 
institutions as well-as studies on more general issues of interest to the 
international financial community. | 


The HF offers a competitive remuneration a pack Applicants must be willing to 
travel extensively. Send letter with. cirriculuai vitae and relevant — of 
work to: 


Roger M.Ed, Lec! Administrator, Institut of itemationat Francs Su Suite 















Strategic Management | 
Correspondents | 


Specialist newsletters seek 
part-time contributing editors 
in UK, Europe & Asia. 


Contact: Chris Lom, SDP Ltd, 
5 Bridge Avenue, Maidenhead 
SL6 IRR, UK. 

Tel: (0628) 773404. 



























SENIOR PLANNING ANALYST 
London-based .c.£21,000 + benefits. 


The International Wool Secretariat is a worldwide fibre marketing 
organisation that works to increase demand for wool through industry 
support, product development and consumer promotion programmes. 
Financed by wool producers, IWS has operating units in over 30 
countries and has built Woolmark into a prestigious internationally 
recognised trademark i in. apparel and interior textiles. 
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The success of IWS depends on effective planning, including the j 
development of policy initiatives, monitoring of market and competitor - 
trends, and evaluation of its marketing performance. We now seek a 
Senior Planning Analyst to play an important role in both assisting 
strategic analysis and in the evaluation and summary of the plans and 
performance reports of our operating units. 


You will join a small professional team based in our C. London HQ 
reporting to the Director, Corporate Planning. A good honours degree in 
economics or business studies is essential, with subsidiary qualifications 
in statistics. You must also have 2/3 years post-graduate experience in ` 
business planning, market analysis or international marketing planning in 
a commercial environment. Equally important are a mature professional 
approach, first-class analytical and communication skills, a high degree of 
numeracy and computer literacy together with the ability to predi 
high quality work to deadlines. 


The starting salary will be around £21 ,000 and future pay will be linked - 
to performance. Benefits, including free medical insurance, conform to. 
good modern practice. 


Interested? Please write briefly EEE a tV., ane ref: SPA/1 to: 
Personnel Controller, international woo QEEIMMTME yn Pme ith ley, | 
West Yorkshire, LS29 SPB. s 




























THE INSTITUTE 
















































| Programme FOR FISCAL - 
. STUDIES 
- Director : 


| Thel FSi isa research institute which has established a 
reputation for original policy-relevant research with a - 
strong empirical flavour. We are looking to enlarge the 

| IFS research portfolio. by. recruiting an outstanding 
.. &conomist with similar interests. The new post will 
involve. supervising the work of other staff — keeping 
-  aneye on policy implications and. presentation as well 
<o ason academic quality. The appointment will be made 
4n the salary range £14,383 - £30,727. The IFS is anc 
: equal opportunity employer. poses 
c 4f you are interested in a new challenge i ina ufüquely i 
— stimulating environment, send your CV to Bill Robinson. 
at IFS, 180, Tottenham Court Road, London W1P SLE, 
to be received no later than Friday 15 June 1990. 






| The University of the North is one e of the jue and most academically advancad | 
"universities in Southern Africa. Situated in the heart of the Northern Transvaal bush- 
veld near Pietersburg, the university is within easy driving distance of the Kruger 
National Park and is renown to be amongst the country’ s top educational institutions 


for black students. 





ment issues. 


GENERAL INFORMATION 


of at least two referees i in the subject field 
. concerned, must also be given. _ 
Interviews will be conducted in the United 
_ Kingdom and se 





K lected applicants will be in- 
A formed regarding the details thereof i in the 
i near future. — : 


The university reserves the right to make an 
-appointment other than one of the appli- 
b. cants or to make no appointment at all. 








a = dates as aie be arranged. 


Department, of Aerei Economics 


rer/Lecturer 


We envisage the successful candidate to have a sound academic and/or research back- 
ground in the field of Agricultural Economics or a related discipline. He/she will be 
required to carry out research and teach Agricultural Economics at both undergradu- 
ate and graduate levels. This position is ideally suited to a person with an interest 
- in any area of a Soa: but especially apnom and rural develop- 


on ‘Written applications, furnishing full details of age, marital status, present salary and 
^ experience, accompanied by certified copies of qualifications, must be submitted in- 

-> jetterform to: The Registrar (Administrative), University of the North, Private Bag 
^ 7UX1106, Sovenga 0727, South Africa. The names, addresses and telephone numbers 





UNIVERSITY OF THE NORTH 





- UNIVERSITY OF D DUI RHA 


LECTURESHIP IN 
-ECONOMICS 


Required to undertake research, teach at the undergrad- 
uate level and assist with the sapanon of research 
students. — | 


Applications will be welcomed from well. qualified 
candidates in any field of economics. 


The salary will be on the Lecturer Grade A scale 
(£10,458-£15,372 per annum) or may, EV a 
be on the Lecturer B scale (£16,014-£20,469 pe 

annum). The post is tenable from Me l 990 c or r such 








Officer, Oid Shire "Hall, Durham DHT HP 
091-374 4687) to whom applications s (fhr P dior, 
! e reference 





sent not later than 11 June 1990 "Places. river: 





531. 


MBA & GMAT 
| ADVICE CENTRE 
M For choosing an MBA course we su 
X rankings an gride ponla To help wit 
E GMAT we sell the Official Guide, practice 
I papers and.one day Courses. 
London — eee 


| For eodd attention contact 
PasTest UK. Tel: 0565-55226 
Fax: 0565-50264 











< Montreux 
| . Switzerland 
| <The Swiss School of Hotel Management» 


_ HOTEL MANAGEMENT & 
TRAVEL AGENCY MANAGEMENT 
DIPLOMAS TUITION IN ENGLISH 


1 e Hotel Mgt. Course: 3 years 
| Swiss & USA, Diplomas | 
. Travel Agency Mgt 1 year Swiss & IATA 
| International Diploma 
; makes: January: & September (Travel 
Agency: Sept. only) 
Details: HIM, 15 Avenue des Alpes, 
CH 1820 C Montreux, Switzerland 
Phong 21-9837404 
Fax: 21-963 80 16 | 
Tix: 453261 HIM ACCREDITED BY sA 




















y -. UNIVERSITY DEGREE 


". For Lite, Academic & Work E 
end ee UL ENDO NEN ND 







slug Pidesdunngpl SAARNA t VOS DOMN DAO and one 


Ba Dee i Send detailed résumé on work fife and academic experience for a mo- 
cost evaluation. 


PACIFIC WESTERN UNIVERSITY 


600 N Sepulveda Bivd, Los i , California M Pax: 2136 137—U54A 
Phone: 21 3/471-0306 elox; 182215 Fax: 213/471-6456 


AO AME SNORE SRNR: RIE. A MAMMA AME MUTO MENMIAMR A SAPE MINIME. 
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language of you ice; 
I| language is the sures E 
and STU lani pue 







Nha 


INTERNATIONAL 
RELATIONS 
AND DIPLOMACY 


BA AND MA DEG REE 
PROGRAMS 


Schiller International University c offers graduate and 
undergraduate degree programs preparing students for | 

rewarding careers in government, finance, business 

and many other fields. | 
Ü Y| An experienced faculty following the American higher 
| education system provides the essential knowledge and - 
S e 5] understanding of international relations and diplomacy 
con Lj for a successful career. - 
SEY a Small, international classes 
* Entry into BA program with high school 
diploma 


* Location in Central London 
* also offered in Paris 
Heidelberg and Madrid 


* Language of instruction — English | 


‘SCHILLER INTERNATIONAL UNIVER 
(Dept E21R): 51 Waterloo Road-London SET STX - 


Tel: (071) 928 8484 Telex: 8812438 SCOL- Fax: Min 620 1226. 
"(Accredited member AICS Washington DC, USA) _ | 


































MBA Pora. 

= The internationally renowned MBA Programme at 
‘London Business School, which can be taken either full- 
. time or part-time, equips participants with the managerial 
skills for tornorrow's senior positions. 
| Applicants should have an honours degree or 
^ equivalent qualification and have some management or 
| sional experience. 
[D Che Full-time MBA Programme begins) in early 
“October 1990. Die 
> The ene MBA Painon beai in early 
HH ia 1991 and applications are considered between 
Hoe April and September, .- res 
dJi o a Informal Sessions dn jhe part-time option will be 

Ds id at the School at 6.15 pm on: 

"Thursday 7th June 1990 

ET . Thursday 5th July.1990 

Please fill in the coupon to obtain a brochure, or _ 
telephone the Information Officer, MBA Programme ` 
(071-262 5050 ext 468) to reserve a piace at one of these 
evening Information Sessions at which you can meet staff T 
and current student s on the Programme. 7 


Ple. ase send me your M BA Programme brochure. — l ECON 265 





































the health care specialists. 







= We are a smali but growing company with. an estab- 

lished reputon as the leading provider of informa- 

. tion on the private sector of healthcare and long term 
care in the UK, 






We are seeking a graduate with 2-5. years” relevant 
experience to research and write specialist publications 






aimed at for-profit operators of healthcare services and 
to undertake ad hoc consultancy assignments. The 
candidate should be a numerate, well organised seif- 
starter possessing good analytical land writing skills, the 
enthusiasm to seek out information and the ability to 
evaluate it. A knowledge of the healthcare sector ma 
be useful but is not essential, 


Name TRIB ORO MUCRONE "No MEER PERCORSO EET Eo 





POOR EKER TAREE EAD ES ME NTT REM DERE AEA Ca ERA PATRAS EERE Hee ATANU^AIechéENT Ev (ves ehminópoiuAd4AGam aves ín 
TOUT e PSP r eC eRe SCPE Ce eee ete See ee ee ee eee Peet eee eee eee ee eee eee Te eee eS Tee ee eee Tee ee ee eT ee ee eee ee 


RAL AE AEN REE EAT ERO ae PERE T EE Ree Nee tee Ewa see g E SE ETADI v e ars Leben vet 


Salary negotiable. Write with. wv. to » William T 
Laing & Buisson Ltd, Bowman House, TAZ Greenland 
Street, London m NW1. nm 071 485 8577. 






|j The Information Officer, MBA "UTEM London Business School, 
Sussex Place, Regent's Park, London NW1 48A, UK. 
felt 071-262 5050. Fax: 071-724 7875. 


Inn & BUISSON 
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GRAHAM SCHOOL OF MANAGEMENT 
SAINT-XAVIER COLLEGE / UNIVERSITY 
CHICAGO 





For an international UM UU pe E E Offers its Master of Business 


: iE E 9 Week-end classes 


M For professionals | 
with an undergraduate degree 


n Next session: June and September 1990 
a Financial aid is available EF 








FOR FURTHER INFORMATION-CALL 


(1)42.66.66.82 


IEMI/SAINT-XAVIER College University 
71, rue du Fg-5t-Honoré-75008 PARIS 









The ope ud hen. | "o pros pë tigi tudent rf 
recognized competence in one of the TELECOM Paris high tech areas: — 
Electronics, Computer Science, Telecommunications or Image and Sound Processing and Broadcasting. 


| LEC UNICATION | COMPO! | ENTS AND DEVICES ^ @ DIGITAL SIGNAL PROCESSING | 

o" DESIGN OF INTEGRATED ELECTRONIC SYSTEMS E IMAGE AND SOUND PROCESSING AND BROADCASTING 
* DESIGN AND COMPUTER ARCHITECTURE B DESIGN OF ADVANCED COMMUNICATION SYSTEMS 

i SOFTWARE ENGINEERING - du Du. 

= SECURITY OF COMPUTER SYSTEMS 
E MAN-MACHINE INTERACTION AND ARTIFICIAL INTELLIGENCE Ù INFORMATION SYSTEMS AND CORPORATE NETWORKS 
* IMAGE PROCESSING M AEROSPACE COMMUNICATION SYSTEMS 3 








a TELECOMMUNICATION AND TELEMATIC NETWORKS 








Most courses will be given in French. Adequate support can be provided! to semi- -uent participants. 
INFORMATIONS AND ADMISSIONS 
Masteres - Michèle Monchicourt - Tel.: 33 1 45 81 74 93 - Fax: 33 1 45 89 54 42 


- ECOLE NATIONALE SUPERIEURE DES TELECOMMUNICATIONS 
| 46, rue Barrault - 75634 PARIS CEDEXIS. 

































gn TEES 












f Y 
foc rivers o MBA IN THE E PRESTIGIOUS 
: 4 Professional | 
Your doctorate can make a difference. Science - Technology 
Without interrupting your career, earn Pol /PREST . 
] your doctorate in Administration/ Msc in ‘echnical wae and 
| Management, Education, Health or Side Sie ane | The ENPC is the oldest (founded" 1747 






Engineering and amongst the most prestigious. iri 
The MIB is its international MBA. ik : 
Two options: 5 


Pacific Basin (15 months) 

6 months at the ENPC in Paris 
3 months at'a. university in USA — 
G months working in the Pacific Pat; 


European or American (13 months) - 
9 months at the ENPC in Paris iu 
4 months working abroad (America, Europe V Wes 


(5. os Gpportunities offered: 


an ies i upon you professional experience 
while working with nationally recognized 
à ol ow yos doctorate. 












Advanced Course Studentships from the Joint. 
— 9 T and ESRC a are available. 






























staff, students and 





, ocus: curriculum, 















IB working k locations 
] Expertise in inte tional: árketing: global business strategies, | 
|. services, finance, management of technology. 


|- An educational concept fostering entrepreneurship, personal 
growth and highly professional ability. 


Ideally suited for English speaking people with top iuveni 
degrees and/or professional experience. 


For applications and further information contact: 







k yan 'intoducion to em national and sectoral markets 


‘in depth anal 


oals 

: Fa case Sok: on Europeia Community external ide pòlicy and the’ ‘Creation olio joint v enrures 

| analysis of European company and. compentonlew - ` s 
* familiarisation with business opportunities in Eastern and Southern n Europe 

. * préparation of a European based research project . MN 

"The course commences ia October 1990: i uad 

“Further details from Dr Andrew Cox, MBA Europe, Ut 



















ar of Boll, Uk HUS TRX. Tel: 0482. 
465962. Fax: 0482 466366. ii i 






Admissions MIB 
Ecole Nationale des Ponts et Chaussées 
28, rue des Saints-Përes, 75007 Paris 

Tel: 33-1-42.60. 34,13, ext 1330. | 
Fax: 33-1-40-15-93-47 . 













Tum) c ee aen an an aa a a e an 
Corporate Finance Evening Programme , FRENCH 66 IN P R OVE NCE 


For Managers and Professional Staff © | JUS 
This is an evening programme enabling otherwise fully and FRENCH, DUTCH or SPANISH 66. 
in the ARDENNES 


committed managers to attend an intensive programme: which 

th h coverage of the groundwork and current issues 
peoia ODEN COVER Of Ehe Brune 5 i The advantages of the «CERAN 66» concept, 
with residential courses : | 



















in corporate finance. 

Teaching is by experienced faculty of London Business Shi 
and the programme covers accounting, corporate decisions and 
- financial planning and policy. 

London Business School now offers two streams of this 
programme which runs throughout the academic year and 
participants can attend on either Monday or Wednesday evenings. 

Programme Directors: Professor Richard Brealey and 
P rofessor Julian. Franks. m 








1. Intensive study (Minimum 38 lessons per week). 


2. Pius the constant practice of what you have learnt, every day 
from 8 a.m. to 10 p.m., with teachers constantly present at meal- 
times, breaks and in the evenings. 







3. A total of 66 hours per week of full immersion in the language. - 


Ceran is a top class school for leaders in business management 
and government. Our client since 1975 include Alcatel, AT & T, 
Canon, Deutsche Bank, Dow Corning, European Parliament, Ger- 
man Foreign Office, Honeywell, Lufthansa, McKinsey, Mercedes- 
Benz, NATO, Philips, SHAPE, Siemens, Toyota, Winterthur, etc. 


We also run holiday courses in French for young people (13-16). | 










Dares and Fees 
Whole programme: " 
Stream One — 8 October 1990 - 24 June1991. 
Stream Two — 10 October 1990-26 June 1991. £3,900 
First Term: Accounting Tools for Managers 
Stream One — 8 October - 10 December 1990 
Stream Two 10 October - 12 December 1990 £1 ais 
econd and Third Term: Corporate Finance 
Stream One — 14 January - 18 March 1991 
k 22 April - 24 June 1991 
Stream Two — 16 January - 20 March 1991 
24 April - 26 June 1991 - £2,800. 
i Dinner and all materials included in fee. For a detailed brochure 
ise contact: 











CERAN 66 
Language courses for motivated people. 






CERAN LANGUES PROVENCE ," aiaga CERAN ARDENNES : 
BP. 27/280 | IA. | 280 avenue du Cháteau - B-4880 SPA 
F-30130 PONT-SAINT-ESPRIT | | LE IE BR ncc ter (+32) 87/87 71 64 
FRANCE - Tel. (4.33) 66 90 3: 66 RR al Fax (2 ITT e 
Fax (433) 66 90 3:69 NCCE FUA INDY. Telex 49650 céran b 


in USA. Languegency - Tel. (203) 287-1699 - Fax (203) 248-5928 




















Pp Susan Park, Registrar, Corporate: Paine Evening Programme, . 
f Londo E FCool, Sussex pun Rea s Park, London NWI dm UK 


























































HOME STUDY COURSE ineconomics. MBA PROGRAM supervised by Faculty 
A 10-lesson study that will throw light — basedin England and the United States. 
- on today's baffling. problems. Tuition Details of this and other programs: The 
~ free-—small charge for materials. Write: Research Bureau, Poydras Center, 
:.Henry George Institute, 121 E 30th Suite 2304, 650 Poydras Street, New 
Street, New York, NY 10016, USA. Orleans, LA 70130, USA. 








The most renowned school for French 


INSTITUT DE FRANCAIS 


Daily 8.30-17.00 with 2 meals 
For adults. 8 levels : Beginners I to Advanced H 
an INTENSIVE "COMPLETE IMMERSION" course x hera Riviera 


Next 4-week course starts 4 June, 2 July, and al 
06230 Villefranche/Mer - EE26, France. Te19301 88 44. rent f Fax 93 7692 17 





‘(Want to brush up AA) 
: ona oiga a. 


ot ‘Wit Audio Forums intermediate 


State Dept. ~ we offer foreign language mystery 
dramas, dialogues recorded in Paris, games, - 
music, and many other helpful materials. And if. | 
want fo leam a new language, we have i 
inning courses for adults and for children. — . 
ofter introductory and advanced materials 
in most of the world's languages; French, Ser- | 
man, A Halan, Japanese, Mandarin, 





N*1in Edocetional Software - 
FRENCH STUDY AND TRAINING 
COMPUTER PROGRAMS 
Games for learning French using 


Swedish, Turkish, Thal, mee the XY 23 VOCAL CARD 
ig 071-937 1647 tor FREE "REE 32pp Catalogue from Beginner to Advanced levels 


individuals and: Companies 
EDUCIEL 
B.P. 180 244901A ROCHE CHALAIS 
T:53.91.44.28 Fax: 53.91.48.80 


«ii 
THE LANGUAGE SOURCE 
Suite N1, 31 Kensington Church Street, 
London W8 4LL 








"e. S AM for 
Senior Managers 


A New Approach to Strategy Support 
17-21 September 1990 

This programme introduces state-of-the-art modelling 
methods intended to enhance strategic thinking in 
management teams. Ir shows how to capture managers’ 
knowledge and experience of the business in ‘maps’ that 

serve as a focus for team discussion. It illustrates how regular 
use of simulated ‘what-ifs’ can achieve shared understanding 
. and consensus on strategic change. 

The programme considers the application of strategic 
modelling to-cases that deal with growth management, 
human resource policy, technology transitions, competitive 

strategy and manufacturing policy. It is intended for general 
managers, senior functional managers; and for planners and 
| consultants who work closely with management teams. 

- To find out more please contact Karen Moss, at the 
address below. , 









London Business Schoól; "site Place, Regent’ E: Park, 
“Londo: NWI 48A, UK. Tek: 071. 262 5050, Fax: 071- 124 7875% 





BACH 

EARN A TM, Use your past experience as 
credit toward your 
or on-campus atten i AR Studies build upon 
your pond iit Self-paced « Send Resume 


. GUATAMALA 





R, MASTER, DOCTORATE 





ree. No classes, seminars 











For No Cost Evaluation 


Fis a 889-2711 
| Louisiana N.E. 









4 Moooarque, Hew Manico 87110 U. S.A. 





FOR ONLY $10 


- PROFIT FROM U.S. GOVERNMENT DRUG SEIZURES 


H™ would you like a new house or car, courtesy of the United States Govern- 
ment? Government officials are seizing automobiles, boats, computers, homes 
and other real estate from drug traffickers. 


Then, the U.S. Government resells their merchandise and property at public and 
sealed bid auctions. in some cases the U.S. Government is selling things at prices 
SO low, you'd think they were practically giving things away. 


FIRST TIME EVER: 
THE COMPLETE GOVERNMENT AUCTION PACKAGE 


ver 30 different Government agencies want you to come to their auctions or 
C) oerchase their real estate, many at incredibly low prices. 


Enroll now in this special program and take advantage of fantastic bargains in 
Military Surplus, Real Estate, Electronic Components, Scrap Metals, Airplanes, 
Computers, Luxury Automobiles, Yachts, and over ten thousand different types 
of merchandise, Excellent export opportunities. Many auctions held throughout 
Europe and the Far East. 


Find out IN ADVANCE about U.S. Government Auctions. 


PHONE FREE (Limited Offer) 
THE ACTION GUIDE TO GOVERNMENT AUCTIONS 
UNITED KINGDOM 0800-89-1570 uniten stares 1-800-468-5069 
FRANCE 1905-90-2529 GERMANY 0130-81-1397 
swirzeRLAND 046-05-5715 CANADA 1-800-468-5060 


| NETHERLANDS — 006-022-9713 AusrRAuA 0014-800-125-854 


BELGIUM 11-8141 JAPAN 0031-11-1457 
SWEDEN 020795674 HONG KONG 800-7106 
ITALY 167819024 xonea 008-1800-914-8270 
Baaz 000-811-926-5586 ISRAEL 00-177-926-7886 
CHILE 00-020-2128 mexico 95-800-248-0299 
DENMARK 8001-0270 PHILIPINES 800-111-9024 
FINLAND 9800-10048 SINGAPORE 800-1553 


099-0050 tnaiano 001-800-1-926-6686 


MASTERCARD —VISA—AMERICAN EXPRESS — DINER'S CLUB 
COPYRIGHT € REX PUBLISHING CO. ALL RIGHTS RESERVED. 
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FAIRFAX UNIVERSITY home: study: 
degree programs. Entry at any time. 
Advanced credit given for prior leam- 
ing/experience. No classes to attend. 
For catalogue/details, write: Fairfax 
University, Dept EC, 2900 Energy 
Centre, New Orleans, LA 70163 USA. 













spaper dated the very day 
orn. £16. Tel: 0492 531195/ 





x (0376) 70234. 





^ 150 UP-TO-DATE TRADE "LEADS". 
-< 800 page "Henley's Formulas" $35 + 


$2 post. 
: chester, MA 01944 USA. 








DR J. DAY. QUALIFIED. HANDWRIT- 
. ING ANALYST. 30 years experience. 
Pu 'éiness/personal/personnel selec- 
Tel: 071-351 2220. 2 Berenger 

rs, Chelsea, London, England. 





OVERSEAS POSITIONS. Hundreds of 
top-paying positions. All occupations. 


Free details. Overseas Employment - 
Services, Dept EC, PO Box 460, Town .| 
of Mt Royal, Quebec, Canada ii D 


3C7. 





TRANSLATION BUREAU: OMEN | 
from/into ^ English/German/Spanish/ = 
Russian. Confidential, fast and reliable. . - 


Presentable interpreter also available 


-tor assignments. Reasonable rates.. «| - d 
Postfach 5, D2243 Albersdorf, West 
Germany. Tel: 49+ 4835-288. Fax: 


49+ 4835-338. 


ITALY 


CASTLES IN THE SKY 
— or villas in the vineyard. The best city 


or country rentals all over ITALY. Ameri- 
can specialist based in ROME will help 
^ gn the perfect holiday. INTERNA- 
NAL SERVICES, Piazza di Spagna 35, 
ve, ITALY. Fax: (011-39-6) 684-0943. 
in US (212) 794 1534, 









NU 

- KENSINGTON 
APARTMENT 
WITH ALL THE COMFORTS 
OF YOUR OWN HOME 


Apartments to suit all 
Studios to penthouses, Central 
close to Harrods, 









T.V, maid service, 24hr recep. Short/ 
long lets Perfect for business or kure 


SERVICED gem Genes 














ke Assoc, Box 248, Man- iio nm 


. | Counties Lumber Inc, Route 50 West, PO | 
| Box 97, U Upperville, VA 22176. Tel: 703) Ene serviced edi gil rap best value t 
592. 3232. Fax: (703) 392-3532. - ey. Our apariments offer great savings com- T CAN D. 
| kis "Li to hotels. Fully serviced, D vite banroom, NI O . A 


L Tel: (aont 12231 Fax: Gase 7890 | 








Goals © nears: d 
















CUT YOUR OFFICE COST 
IN FRANKFURT 
(WEST GERMANY) 


Take a furnished, self-contained ser- 
vice office in Mörfelden, near Frank- 
| furt. Fully equipped office, telefax, F. 
phone, EDP facilities. Please contact: 





CONSUMER ELECTRONICS 


| Public firm seeks asset buyer for re- 
pe. m arak ru P Wali- 


-5mm; 



















Mii margin at 35% [+]. 


| PO Box 21452, Sarasota, FL 34238, | Need a Top Secret 


Call (071) 434-0030 










| USA. Tel: USA (813) 925-9250. Alpha W & T GrabH | 
Aer soe Phone: 49 5105 24085 | 215-217 Orfor St London W 





US TAXATION 


US Expatriates 
Resident/Non Resident Aliens 


"Sonya Morrison Clark 
Certified Public Accountant 
125 Main St, Westport, CT 06880 
Tel: (203) 222-9670 
Fax: (203) 454-7890 


















| Fully furnished luxury one and two bed 
] apartments. 


| Quiet tree lined street close to: shop: 








| restaurants and tube station. Vi 
security. | 
Min one week, £336 to £805 pw. Ful 


 infó. Te: 071-225 0184. Fax: 071-225 ^ 
0280. Telex: 893035. 


















| US HOUSING EXPORTS 

| Largest custom builder in Virginia will 
containerise and ship homes to your foca- 
ston dany madels to choose front or send 
us your plans forbid, ^ 

Call or write for free brochure, Northern 
























PTE LONDON ` ETE ES 






















chen, TV, telephone, central jeg Siei 
Sed sana ini Kensington area. 


"AUTHORS WANTED | 
BY NY PUBLISHER 


Leading, ‘Subsidy book publisher seeks 
manuscripts of all types, fiction, non- 















Kingsworld Capital inc, 1255 nw. 






opinio * 








Toton, poetry, juvenile, scholarly and | St #1600, Mi. Canada H38 3X3. Tel: 
iua EM ded oir il Wai- * | = | u u " "n "i 544) : (514) 8740329. 








~~ RETAIL SHOP 
CENTRAL LONDON 


FOR: “Sublet, e venture, part- 
| ership or sale 500 sq. ft. fully | 
equipped. Annual Rent £5,400. 
it: (071) 387— 0077 
81 Marchmont St. 
London WC1 1AL 
Fax: (071) 388-2504 




























SFR. 200000.— 60% credit at ~ 7:496 
REVAC SA. 9 









de Motbriliant - CH-1202 GENEVA 
Tek, 41.22/T34 15 40 » Fax 734 12 20 | 


v ‘textos Son ATA 8DJ. 
Telephone 071-824 vid 
Fax: 071-824 8415 | 
Telex: 926678 
Small character town house, off Sloane 
Square. Ali disnei facilities. Full English 

breakfast inclusive of very modest rates. 
A LINBAR EXCLUSIVE HOTEL 


"CUT THE COST OF 
YOUR STAY IN LONDON 


Take a furnished self-contained service ns 
ment in Knightsbridol, near errands 

equ kitchen-dinette, bathroom, ox 
colour TV, central heating, elevator. Suit 1-2 
persons. Érochure by airmail. 


ihtibridoe Service, ; aá DON HTH SW? 
Ennismore Gardens, LU 
| rer 071-884 4123. Teton: 205441 ( thet RSF 



















FOR SALE — CHIANTI CLASSICO npn 
VINEYARDS — | 












NEAR SIENA, TUSCANY, ITALY 


Incl uding 44 HA of vineyards, 66 HA of olive groves and 
arable land, plus full wine production inventory and one farm 
| house within estate n ideal for for development of hotel, golf 
| and residential resort. Ideal for existing ai distributor 

or investor. | 


Offers on £1.85 million sterling/US$3 million 
All enquiries to Licensed Leisure and Hotels 


lerton 













Kensington London W8 | 














AIR CONDITIONING 


Y OFRK' 
INTERNATIONAL E 


gini AM LYN ar tmp vae a e pul NP. Ve Ae qr Pr Ende ME 








HALLIBURTON 


SERV ICES 
















The Jebel Ali Free Zone's phenomenal growth has + No import duties / export taxes 
made the world sit up and take notice. Because . Abundant energy | 

some of the world's top companies, have set up .* Skilled and. cost-effective labour force 
their manufacturing and distribution bases at Jebel | 


Ali Free Zone, Dubai. Today, the Jebel Ali Free Zone has become the 


iens -fastest growing Free Zone in the world, with more 
Pa The profitable advantages a are 5 obvious; | . . and more companies making their way to Dubai. 

— First and foremost, the Free Zone is built around | | " 

the world's s largest man-made harbour, Jebel Ali 

Port - strategically situated at the southern tip of 

the Guif: Ts facii x enormous consumer market 


After all, with the 21st century at the doorstep, you 
should be. at the. place that offers your business 
the best infrastructure, to help it stay ahead. 

And all the signs of progress, success and growth 
are here, At the Jebel Ali ilio: m 


Jebel Ali Free 
nlimited transfer of profit and capital Zone 3 Dubai 
+ No corporate taxes for a minimum of 15 years 


E z No personal income taxes Your new base for world markets 










ore East. E 
100% foreign die. 









inris I NU RN 3258. Dubai. U.A.E. Tel: 084-56578. Tlx:47398 PAJA EM. Fax: 084. 









ut tt ber of jobless rose a for the first time in almost four years. Switzerland's jobless 
- tate also held Steady in April at 0.6%, while Holland’s was 5.2%, down from 5.7% a year before. 
EE s industrial output grew by 1.9% in the 12 months to March. Swedish industrial production 
> 1 March for the third consecutive month, d it 2.4% down on a year earlier. Dutch 














1 year 3 mthst 1 year 3 mthst 1 year latest = year ago 

; +27 jan ~10 + 42 of + 0.9 + 37m (62 ax 6.2 

+ 37 dee na na + 9.5 + 40 ot 9.1 ap“ 95 
"Canada 27  — 17 æ +20 +24 o 417  — 17 De 72 m 7B 
France — — 12 +19 me +43 +37 of — 44 + 1.1 De 94 ww — 100 
| W. Germany + 89 +37 ws +37 +39 o +10.3 + 61 ma 7.3 Apr 7.9 

Holland ——279 — 03 m +91 +39% +10.2 + 81 wt 5.2 Ap 57 
italy . — 59. +31 rm +18 + 28 a8 +78 —74 vet 108 re 106 

Japan - 38 +02 ws +30 +47 X40 104 Jan 20 mm 23. 

Spain - — 27 +44 re na na —20.9 + 62 re 157 ae — 177. 
Sweden +31  — 24 w n + 0.7 o8 —11.3 + 1.6 dec O51 a? 1.5 
Switzerland ~ 68 +06 a +19 +28 « nil — 19 tet 0.6 a" 06 
CUK —-49 +03 m +24 6+ 24 8 + 48 + 24 am 56 Ax 6.5 
000 c 28 + OL a +21 220 +143 — + 1.0 w 5.4 Ap 5.2 


i lue Index elated by CA“ 1088. 


PHICES AND. WAGES America's 12-month rate of consumer-price inflation Gia to 4.7% in 
April. France's edged down to 3.2% and Canada’s eased to 5.0% in the same period. Japanese 
wholesale prices rose by 2.7% in the 12 months to April, the smallest increase for a year. British 
workers’ earnings grew by 9.5% in the year to Narci, a real pay rise of 1.396. Japanese real wages 
fell by-0.296 in the same period. 


consumer prices* wholesale prices* |. wages/eamingst 
| 3 mthst 1 year 3 mthst 1 year 3 mthst 1 year 
Australia +70 t 86 fo ^ +49 t 72 dec + 91 + 62 ww 





35 





+ 55 o* 





+ 32 Aw — 33 + 22 Jan 











+19.5 








Canada +55 + 5.0 Ap + 23 + 0.2 ma + 51 + 5.1 fre 
France +32 + 3.2 a — 40 + 1.2 u + 39 + 41 oa" 
W. Germany +40 + 2.3 A +07. + 14 ax 4 49 + 60 mas 
Holland + 26 + 21 ap — 18 — 0.5 Ma + 27 + 15 Wa 
| + 7.0 + 5.8 ap + 6.0 + 54 dec +65 +. 6,9 dec* 
| 4.09 + 35 Mac 37 + 3.3 we 
span + 74 + 7.0 Ap + 27 + 2.3 Mar + 27 + 5.3 sp 








| 4205 112 ww —— — 9 77 + 44 wu +84 - 65 ræ" 
Seed + 50 O46 Aw + 30 + 15 Aw +15.7 + 36 a*t 
uK o +11.6 + 94 Aw +74 +61 Ape +117 _ +95 m 


WA 70 za ae "dh due "114 d. 
USA — 7  — a — 48 32 —  * 51 6m 


tHe fates in manufac’ e Australia, and Switzerland, garni um, Canada, P SO 
tertings UR, TUR, month earnings for al mloyees + T pan monthly earnings; Belgi hourly 





FAMILIES The modern western concept 
. of a normal household is husband-and-wife, 
| plus. (maybe) their children. Yet many 
, households are by this standard "non. 
traditional": single-parent households, one 
person living alone and households of rela- 
tives. or unmarried friends. living together. 
Japan has many households in this third 
category, because, in one sense, it is actual- 
ly very traditional indeed: young adults living. 
. at home or elderly people with their adult 
children. In Japan, West Germany and Swe- 
den the proportion of single-parent house- 
holds has fallen since 1960; in America it 
has almost doubled, to 896. Sweden has the 














in 1960. fs hoe has the lowest—21 %, little 
more hc Sonal 1796. 


| Australian stocks pile up. 


Food 1044 — 1063 +15 -60 | 


; Food. 797 — 806  — 18 -—129 









items index was at its lowest since Novem 
ber 1987, and some 30% below its peak of 
June 1988. Over the same period the metals 
index plunged 46%, as demand fell. Sir 
then supply problems have boosted m 
prices by 20%. Foods have risen 10% thi 
year. Cocoa has soared 49%, and coffee is 
up 20%, both from 1 4-year lows. Cotton has 
gained 14%, but wool prices are sagging a as 
























































1303 — 1323 





Al. — 1562 .. 1581 +20 — 53 








Natt — 1429 1431 +17 +70 
Metals — — 1659 ^ 1686 +21 -—115 



















ABC ...1193 1198 . — 14 -—123 
Nfa 1t 1087. 1085  — 16 — 09 . 
Metals 1268 — 1278 — — 12 180 














Ail items 99.5 1018 — 02 -—112 
Food 79.7 81.8 ni —115 
















All 119.3 1216 — * 03 —109 
Nia tt 108.7 1101 +01 +07 
Metals 126.7 1208 +05 -—167 










$peroz 36275 37475 — 09 +28 
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Nippon Telegraph and Telephone (NTT), da- 
pan's telecoms giant, is still the world's 
biggest company when measured by market 
capitalisation—its $105 billion accounts for 
3.6% of Tokyo's total. BM. pales beside it, 
with a market value of just $62.5 billion. The 
chart excludes banks, which would other- 
wise dominate the top 20. instead, oil 
companies prevail: Exxon, with a market 
> capitalisation of $57 billion, is in fourth 

place, while Royal Dutch. Petroleum ($39 
billion), BP ($27 billion) and Amoco ($26 
. billion) also appear. Royal Dutch Petroleum, 
Holland's biggest company, makes up 
34.496 of the Amsterdam stockmarket. Mea- 
sured by market capitalisation, Toyota is the 
world's biggest carmaker: its $44.5 billion is 
some 5596 greater than GM's $28.5 billion. 
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the table. Milan and Zurich closed at new highs for the year. 
Stock price indices 
May 22 





% Change on 
1996 
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MONEY. AND INTEREST RATES In the 12 months to April America's broad money-supply growus 
continued to slow, to 2.6%, while Japan's quickened to 13.2%. Britain's narrow. measure, Mo, 
expanded by 8.9% over the same period—its biggest rise since July 1980. - 


Money supplyt Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
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% rise on year ago Money market Commercial banks Bond yields Eurocurrency 
Narrow Broad Overnight 3 months Prime Deposits Gov't Corporate Deposits Bonds 
[M1] lending 3months long-term 3 months 
Australia — 01 +19.3 mw 15.00 1506 1875 1506 1350 1470 14.57 1471 
Belgium +55 +940 1100 995 1325 972 991 996 1000 3985 - 
Canada +03 +11.0 a 14.75 4400 —— 1475 1400 10.88 1163 1325 1176 
France +63 +67 x: 975 969 1050 9.88 963 1025 | 981 958 
W. Germany + 2. +43 wa 790 830 1050 7.55 885 885 819 9.03 
Holland +47 +140 re 8.13 825 1025 825 9.01 9.55 8.38 9.26 
Italy +98 +98 re 11.88 12.50 14.00 na 1202 — 1222 1175 1204 | 
Japan +04 4132 aw 7.13 687 713 — 363 708 | 728 731 698 f 
Spain +219 + 87 m 1459 1500 1625 7.25 1296 1311 1425 1396 | 
Sweden na — + 96 Fe 1225 1305 1400 1300 1358 1454 1263 1378 | 
Switzerland — 7.1 . + 41 re — 875 875 10.50 — 825 641 705 881 705 | 
UK +89 4175 s 1538 1497 1600 1491 1140 1318 1497 1262 | 
USA +32 426 m 819 821 10.00 828 870 — 957 838 942 | 
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Other key rates in London 3-mth Treasury Bills 14.5%, 7-day Interbank 15.0%, clearing banks’ 7-day notice 4.0%. Eurodollar 
rates rani 3 mths $ 3%, 86 mths 8. 4%, 
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n request. en Banco Bilbao visio Chase Manhattan, cobi de Commerce (Belgium), Credit Lyonnais, Credit edi Lomas er cas 
veriska Handelsbanken, Westpac Banking Corp, CSFB, The WEFA Group. Tes ras cannot conn as ofer esta 





TRADE, EXCHANGE RATES AND RESERVES America’s visible-trade deficit reversed course in March, widening by more than. $2 billion to " 4 
pe Britain' S 12-month trade deficit narrowed slightly in April, to $35.6 billion. Sweden's 12-month current-account deficit widened in March to 
ling 's trade-weighted value jumped 1.6%; the dollar gained. 0.696, the yen held steady and the- net fell 0.6%. 
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Inéredibly International. 





p Consistent service quality and far-sighted strategic But our activities extend far beyond Switzerland 


thinking are the foundations of Credit Suisse's inter- Credit Suisse, in partnership with CS First Boston Inc., 
national success. As the oldest of Switzerland's three is one of the world's premier financial services 

big banks, we are totally committed to the solid groups. We operate 2ffectively in every market, 
traditional values for which Swiss banking is famous. offering expert service with a global horizon 





We do more to keep you 3 at the top. 
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We have always had it in our head 


to‘eomeito Asia _Ț 





local cultures, yet retained the impeccable 
service standards distilled from a century of 
traditional hospitality. We are here, 
and heads are going to turn. For 
reservations, please call our Regional 
Reservations Office at (852) 5255111 " 
ext. 568, speak to your travel agent or 
contact the local Lufthansa office. 


Now we have arrived. With the 
Hotel Furama Kempinski Hong Kong as 
the flagship of a growing regional 
group. Worldwide experience has 
taught Kempinski Hotels that $ 
| wearing different hats is often the N 
key to success. And on four 
continents we have blended with 
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Kempinski Hotels are © Lufthansa Hotels 


Berlin * Bombay * Buenos Aires * Dallas * Frankfurt * Hamburg * Hong Kong * Munich * Santiago * Toronto 
Bangkok (1990) Istanbul (1990) + Goa (1991) * Beijing (1992) e Budapest (1992) 
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